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ABSTRACT

Despite the efforts of public and private organizations to address financing constraints, this remains
to be a major problem in many developing economies. A considerable number of micro entrepre-
neurs continue to be heavily reliant on informal lending, while others still prefer internal financing.
As high interest rates and restrictions on capital may hinder growth of microenterprises, these may
have significant implications on livelihood and the economic condition in general. This research ex-
plored the roles of microfinancing and financial literacy on access to finance and enterprise growth.
A descriptive—causal research was employed in Brgy. Bagong Pook, Rosario, Batangas, Philippines
as the locale. A survey questionnaire was used to gather primary data from micro entrepreneurs.
Descriptive statistics through frequency and percentages were employed to describe microfinancing,
while mean and standard deviation were presented to describe the growth, access to finance, and
financial literacy. Inferential statistics through binary logistic and hierarchical linear regression were
utilized to perform the moderation and mediation analyses. The outcomes conclude that having
access to finance and using formal financing sources lead to microenterprise growth, while the use
of informal micro financing sources adversely affects growth. A partial mediation was rendered in
terms of informal microfinancing, while financial literacy was observed to be a significant moderator
of access to finance and growth. This research intends to promote a new practice — the shift from
informal and inefficient financing to increase financial literacy and better microfinancing schemes
which aims for the achievement of enterprise growth.
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A. Background of the Study generated around 5.7 million jobs (House of Repre-
sentatives Congressional Policy and Budget Research
The micro, small, Department Report, 2018).

(MSMEs) sector is considered as the backbone of

and medium enterprises

many economies in the world. According to the Phil-
ippine Statistics Authority (PSA, 2020), 99.51% of
establishments in the country are said to be MSMEs,
88.77% of which are microenterprises, followed by
small enterprises at 10.25%, and medium enterprises
at 0.49%. In 2018, MSMEs contributed to 35.7% of
the total gross domestic product (GDP) and generat-
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Despite the COVID-19 outbreak, it can be ob-
served that a lot of microenterprises have emerged es-
pecially in the countryside communities. Roy Canivel
for the Philippine Daily Inquirer cites that the number
of Department of Trade and Industry (DTI) registra-
tions for enterprises increased by 44% from 2019 to

2020. People proactively looked for ways to earn de-
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spite the global crisis, even though having to operate
in a smaller scale to start their own business ventures.
Although this phenomenon may possibly assist the
nation towards economic recovery, the struggle still
lies in the ability to sustain and maximize the growth

of these businesses in the long run.

In maximizing the growth potential of this sector,
it is essential to identify key issues that may have a
significant effect on operations. These may involve
access to financing, the provision of capital require-
ments, and the ability to create effective and efficient
financial decisions for the enterprise. Dafio-Luna,
et. al. (2018) cited that access to finance was one of
the factors that affects small and medium enterprises
(SME) competitiveness, which is essential to achieve
growth. Likewise, Bongomin, et.al. (2017) mentions
that the role of enterprises in achieving economic
growth has been restricted by the lack of access to
financial services. Fowowe (2017) identified defi-
ciencies in capital as a major constraint for SMEs
in reaching their full potential. This is supported by
Bakhtiari, et.al (2020), stating that access to credit
was still among the significant challenges affecting a
firm’s competitiveness, employment growth, and job

quality in the Asia-Pacific Region.

Nguyen and Canh (2020) categorized the sources
of financing as external, informal, formal, and a com-
bination of financing sources. Formal sources include
those from banks, cooperatives, and other duly reg-
istered financial services providers such as loan as-
sociations; while informal sources include borrowing
from loan sharks and pawning valuable assets in ex-

change for funds. In the Philippines, as mentioned in
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the latest Bangko Sentral ng Pilipinas (BSP) Report
on financial inclusion, majority of Filipino borrow-
ers still rely on informal and illegal sources of credit.
54.0% borrow from friends and relatives, while 10.1%
borrow from loan sharks and 5-6 lenders. According
to Santos (2019), informal lending is the most com-
mon source of funding in the country and that it has
been a significant platform for credit access amongst

businesses.

In response to these issues, the DTI championed
programs driving entrepreneurship in the communi-
ties. These include the establishment of Economic and
Financial Learning Centers (EFLC) and Consumer
Empowerment Groups (CEG) to promote awareness
and financial literacy. Likewise, the BSP implement-
ed microfinancing strategies and regulatory incentives
to promote better access to finance. Microfinancing
pertains to the provision of a broad range of financial
services including loans, payment services, and insur-
ance to poor and low-income households and, their
microenterprises (Asian Development Bank (ADB),
n.d.). Nonetheless, these cited initiatives still appears
to fall short. Data from the International Finance Cor-
poration (IFC) estimates that 65 million firms or 40%
of the formal MSME sector in developing countries
have an unmet financing need of $5.2 trillion every
year. In the study of Dewi and Heykal (2018), they
concluded that although majority of the services are
being made available to the entrepreneurs, there are
still significant obstacles in terms of implementation.
Meanwhile, researches on financial literacy also in-
dicates that levels of financial literacy are still low
across various parts of the world (Jorgensen et al.,
2016).
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The ADB Microfinance Strategy Report mentions
that microfinance development should be addressed
holistically. This may be done by integrating social
interventions such as awareness building programs
and financial literacy and numeracy trainings to the
community. According to Hussain, et. al. (2018), fi-
nancial literacy serves as an interconnecting resource
that minimizes the lack of information when having
loan application evaluations. As mentioned by Khan
(2017), financial literacy drives concerned microen-
terprises away from becoming victims of cheating,
fraudulent activities, and wrong decisions particularly
concerning their enterprises. Bongomin, et.al. (2017),
argued that low levels of financial literacy among en-
terprise owners result to the restrictions in MSME
growth. Okello, et. al. (2017) also mentioned that en-
trepreneurs continuously engage in decision-making
on the procurement, allocation, and utilization of re-
sources; thereby supporting the need to be equipped
with adequate financial literacy. Entrepreneurs are
likely to succeed if business owners have the ability to
navigate complex scenarios that may arise in the ven-
ture. High financial literacy allows entrepreneurs to
harness opportunities and avoid risks with their busi-
ness dealings and in their financial decisions (Amelia-
wati & Setiyani, 2018).

This research explored the relationship between
access to finance to enterprise growth and how finan-
cial literacy and microfinancing affect these relation-
ships. As this study claims that financing through in-
formal platforms, prompted by low levels of financial
literacy, is a prevalent condition in the community,
this relationship will be explored as the same may

significantly weaken growth potential of enterprises.
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In addition, although, there are various publications
gathered on the contributions of access to finance and
literacy towards economic growth, a research gap was
identified on the mediating and moderating roles of
microfinancing and financial literacy in the pursuit of

enterprise growth.

This initiative aims to create an awareness pro-
gram on credit and the negative implications of in-
formal lending, and for stakeholders to see the need
to address probable deficiencies on the accessibility,
availability, affordability, and accommodation of cur-
rent financial services providers. All these strategies
intend to promote a new practice — the shift from
informal and inefficient financing platforms to better
microfinancing schemes which will eventually lead
towards enterprises growth and address UN Sustain-
able Development Goals no. 1 and no. 8 pertaining
to no poverty and decent work and economic growth

respectively.

B. Research Framework

This research is primarily anchored on the study
of Angeles, et. al (2019) which acknowledges access
to finance as key to the development of microenter-
prises, but cites the gap on the mediating effect of mi-
crofinancing between the two variables. The results
of their study suggested that the effect of access to
finance on microenterprise growth is heightened when
microfinancing is being maximized. It was also con-
cluded that the preferences toward personal financing
limits the ability to expand the business. For future
researchers, the study recommended incorporating

other factors such as financial literacy and competi-
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tiveness as enablers of growth.

In order to support the claim that financial litera-
cy has a significant effect on the growth of microen-
terprises, the framework of Bongomin, et. al (2017)
was utilized. The research sought to establish whether
financial literacy moderates the relationship between
access to finance and growth of SMEs. The results of
the study revealed that financial literacy has a positive
and significant moderating effect on the relationship
between access to finance and growth of enterprises.
While Angeles et. al. (2019) conducted their study
using a multi-regional locale, and the work of Bon-
gomin et. al. (2017) was performed in the country of
Uganda, this research focused on a barangay in Rosa-

rio, Batangas, Philippines.

MICROFINANCING

—— GROWTH OF
HO1 MICROENTERPRISES

Figure 1. Operational framework

This study aims to measure access to finance,
growth of microenterprises, microfinancing, and fi-
nancial literacy levels amongst the chosen respond-
ents in the target community. Access to finance
pertains to the respondent’s perception on accessibil-
ity, availability, affordability, and accommodation of
credit or financing sources. Growth of microenterpris-
es refers to the extent through which the operations of
the business entity have improved over the past one to
two years. Microfinancing refers to the sources of fi-

nancing preferred by the microenterprises categorized
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as formal, informal, and internal financing. Lastly, fi-
nancial literacy pertains to the entrepreneur’s personal

knowledge of finance.
C. Research Objectives

The study aimed to determine the effect of ac-
cess to financing to the growth of microenterprises
and reveal the mediating and moderating roles of the
source of microfinancing and financial literacy in the
relationships presented. Using the gathered data, this
research envisioned a campaign that will boost finan-
cial literacy and promote efficient entrepreneurship in
the target community thereby enabling growth for the
sector. The following hypotheses were tested:

H,,: Access to finance has no significant effect on

the growth of microenterprises.

H,,: Microfinancing does not significantly medi-

ate the effect of access to finance on the growth of

microenterprises.

H,,: Financial literacy does not significantly mod-

erate the effect of access to finance on the growth

of microenterprises.

H,,: Financial literacy does not significantly

moderate the mediated effects between access to

finance, microfinancing, and the growth of mi-

croenterprises.

This study employed a descriptive causal research
to describe the profile and preferred microfinancing
sources, and how these are affected by access to fi-
nance and level of financial literacy. The respondents
were the owners of the microenterprises and total enu-

meration was employed with 103 owners who partic-
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ipated in the study. The locale was limited to Brgy.
Bagong Pook, which is adjacent to the town proper.
This barangay has the largest residential population
and is where significant growth in the microenterprise
sector has been observed during the past few years.
The list of businesses was obtained from the munici-
pal government and informed consent was sought to
ensure that data subjects were aware of their rights
in accordance with the Data Privacy Act of 2012. All
responses were handled with utmost diligence and

confidentiality.

A self-administered survey questionnaire was
adopted from the study of Angeles et. al. (2019). The
first section contains the demographic profile and the
profile of the businesses as to ownership type, loca-
tion, and the nature and length of operations. The
second section identifies the microfinancing options
categorized into formal, informal, and internal. The
third section pertains to the growth of microenterpris-
es measured using a 6-point Likert scale in terms of
the degree of change based on level of income, capi-
tal, products or resources, and number of employees
in the past 1-2 years. The last section was used to as-
sess the variable access to finance. Using a similar
6-point Likert scale, the respondents were asked to
express their level of agreement or disagreement with
statements pertaining to the accessibility, availability,
affordability, and accommodation of credit. Mean-
while, the survey questionnaire utilized in the study of
Bongomin et. al. (2017) was adopted to measure the
level of financial literacy based on the respondents’
behavior, attitude, skills, and knowledge towards the
financial aspects of an enterprise. A pilot study was

conducted among 30 microenterprise owners in Ba-
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Barangay Talaibon in Ibaan. This was the chosen lo-
cale due to its similarities with the community be-
ing assessed. The instrument passed the significant
loadings in Cronbach’s alpha. Questions measuring
‘access to finance’ and its subcategories rendered an
overall scale of 0.918, while questions measuring ‘fi-
nancial literacy’ rendered an overall scale of 0.864.
All other variables with categorical responses, such as
business profile, source of funds, and business growth
were deemed not required for internal reliability test
(Tang et. al, 2014).

Descriptive statistics through frequency and per-
centage were used to present the preferred microfi-
nancing sources while composite mean and standard
deviation were used to present the levels of growth,
access to finance, and financial literacy. Inferential
statistics using binary logistic regression and hierar-
chical linear regression were utilized to determine the
mediation and moderation effects. Qualitative data
through open-ended questions were also gathered
through the survey administered. Using textual anal-
ysis, the study identified the characteristics of credit
providers preferred by the micro entrepreneurs and

the challenges encountered in terms of lending.

Based on the results, majority of microenterprises
were funded internally (53%) followed by those with
formal financing (32%), while those who resort to in-
formal microfinancing platforms comprise the small-
est portion (15%). Meanwhile, formal microfinancing
which garnered 37 responses may be a reflection of
the relatively higher results on access to finance and

financial literacy in the community as presented in
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the succeeding table. The results for informal micro-
financing were lower than expected with only 17 re-
spondents. Although this may appear as an acceptable
figure, the mere presence of informal microfinancing
patronizers should be considered as a red flag none-
theless, due to its negative economic implications in
the long run.

Table 1. Composite Means and Standard Deviations of
Measurement Variables

Part Variable Composite Mean Standard Deviation Interpretation
1L Growth of Microenterprises 3.16 0.722 Fair
Income 332 0.819 Fair
Capital 3.29 0.870 Fair
Products/Resources 3.19 0.829 Fair
Number of Empl. 2.84 0.768 Fair
v. Access to Finance 4.34 0.856 Very Good
Accessibility 428 0.946 Good
Availability 4.30 1.099 Good
Affordability of Credit 411 1.034 Good
- A dation from Credit Providers 4.68 0.725 Very Good
V. Financial Literacy 4.40 0.821 Very Good

Results show that the respondents assess their growth
level as fair in terms of income (M=3.32, S.D.=0.819),
capital, (M=3.29, S.D.=0.870), products/resourc-
es (M=3.19, S.D.= 0.829), and number of employ-
ees (M=2.84, S.D.= 0.768). The overall assessment
on the level of growth was likewise fair (M=3.16,
S.D.=0.722). For this portion, the assessment of
growth was limited only to the respondents’ person-
al assessment on the level of change or improvement
in their business operations in the short term, and did
not include quantitative assessments. Nonetheless, the
results show that although the MSME sector in the
Philippines has continued growing in volume during
the past few years (Canivel, 2021), business growth
may still be restrained from reaching maximum re-
turns. This may be caused by several factors includ-
ing the shifts in demand and consumption patterns
brought about by the pandemic (Shinozaki & Rao,
2021), weak financial management practices (Cam-
mayo & Cammayo, 2020), and internal environment
limitations and strategic plan development weakness-

es (Janesa-Iliev & Debarliev, 2015) among others.
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Meanwhile, the overall results for access to finance
was interpreted as very good (M=4.34, S.D.=0.856).
This means that respondents are generally aware of
the operations of formal financing institutions in the
community and acknowledge these firms’ willingness
to extend credit to low-income and small-time busi-
nesses. This may be a result of the continuous efforts
from the government, in partnership with the private
sectors that aim to improve access to financial prod-
ucts and services in the country through the years (Im-
proving Financial, 2021). Nonetheless, the results on
access to finance may still have some room for im-
provement especially in the aspects of accessibility,
availability, and affordability where it was found that
the respondents seem to encounter setbacks in terms
of compliance to loan requirements, collateral, and in-
terest rates. Lastly, the overall level of financial litera-
cy among the respondents was assessed as very good
(M=4.40, S.D.=0.821). This denotes that the respond-
ents assess themselves as capable of managing the fi-

nancial aspects of their business enterprise effectively.

Open-ended questions were asked to qualify the
characteristics preferred in a credit provider and the
aspects of lending that the respondents usually find
to be difficult or challenging. The responses gathered
include flexible loan term, low interest rates, fast and
easy transaction, simple loan requirements, health and
insurance benefits, and accommodating or approach-
able loan officers. These responses denote that the
respondents are seeking for availability, affordabili-
ty, and accommodation from credit providers. Such
results are in line with BSP’s national baseline sur-
vey on financial inclusion, which states that the major

considerations of borrowers are interest rate (58%),
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loan amount (42%), loan term or period (35%), and
ease of loan application (33%). Meanwhile, other re-
sponses were too many requirements, frequency of
payment, high interest rates, consideration for missed
payments, and availability of collecting agents. These
factors are relating to the availability, accessibility,
and affordability aspects of access to finance and are
also in line with the major factors identified by the
BSP.

A. The Effect of Access to Finance on Growth of Mi-

croenterprises

Results show that access to finance has significant
effect on growth of microenterprises. Furthermore, it
was shown that 0.194 or 19.4 % of the variability ob-
served in the growth of microenterprises is explained
by access to finance. This means that the micro entre-
preneurs’ perception on access to finance significantly
affects business growth (Table 2), which implies that
entrepreneurs who have a positive outlook towards
credit providers and perceive their services as acces-
sible, available, and affordable among others, tend to

experience improvement in their business operations.

Table 2. The Effect of Access to Finance on Growth of Microenterprises

Model [ Factors | Unstd. Beta T Std. Error | t-value T p-value
| (Constant) | 1547 | 334 | 4.634 | .000
[ Access to Finance | 372 | 075 | 4.924 [ .000
F=24.247, P-value=.000", R=.440° R*=.194, DV=Growth of Microenterprises

This is in line with the study of Bongomin et. al
(2017), which cites that access to finance by SMEs as-
sists in realizing growth in output, employment gen-
eration, and profitability. This is also consistent with
an article reviewed by What Works Centre for Local
Economic Growth (2016), that access to finance had a
positive impact on at least one firm performance ana-

lyzed namely credit, employment, and sales. In the
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B. The Mediating Role of Microfinancing on the Effect

of Access to Finance on Growth of Microenterprises

To understand the process through which the var-
iables access to finance and growth of microfinanc-
ing are related, the test of mediation was performed
(Table 3). As the preliminary criteria for mediation in
terms of formal microfinancing were satisfied, the test

for mediation was allowed.

Table 3. Formal Microfinancing as the Mediator

Model Factors Unstd. Beta Std_Error tvalue pevalue
(Constant) 1547 334 4.634 000

! Aceess to 37 075 4924 000
Finance

F=24.247, P-value=.000", R=440", R*=.194, DV=Growth of_ i

(Constant) 1.593 349 4.569 000
2~ enter the
Access to

‘mediator " 355 083 4273 2000

Formal .070 148 475 636

[F=12.143, P-value=.000%, R=.442%, R?=.195, DV=Growth of Microenterprises

It was shown that 0.195 or 19.5% of the variabil-
ity in the growth of microenterprises is explained by
access to finance and the presence of formal financ-
ing. However, the outcomes as presented turned out
as not significant, therefore, there is no mediation in
the model tested.

to finance and growth is still significant which sup-

The relationship between access

ports that access to finance remains to be a predictor
of growth of microenterprises even with the presence
of'a mediator. These imply that even without the inter-
vention from formal financing institutions, entrepre-
neurs who have a good access to finance will continue
to achieve growth regardless of the former’s presence.
The results contradict the analysis of Angeles et. al.
(2019) where it was found that the impact of access to
finance on enterprise growth is increased when micro-

financing is maximized.

The preliminary criteria for testing the mediation
in terms of informal microfinancing was also satisfied,
thus allowing the test of mediation (Table 4). The

www.matrix.dlsl.edu.ph | 89



www.matrix.disl.edu.ph Vol. 1, No. 1, July 2023

outcomes illustrate that the effect of access to fi-
nance on growth is significant and informal microfi-

nancing serves as a mediator in this relationship.

Table 4. Informal Microfinancing as the Mediator
Model I Factors I Unstd. Beta I Std. Error
1 | (Constant) | 1.547 | 334
Access to Finance | an | 075
F=24.247, P-value=.000", R=.440°, R’=.194, DV=G of |
I
|
|

t-value
4.634
4.924

povalue
2000
.000

2 enter the mediator | (Constant) 1.965 344
076

73

5721
3.926
3273

.000
.000
001

Access to Finance 297
| Informal -567
F=18.645, P-value=.000%, R=.521", R*=.272, DV=Growth of Microenterprises

Results show that 0.272 or 27.2% of the varia-
bility in microenterprise growth is explained by the
access to finance and the presence of informal financ-
ing. It can also be observed that there is still a signif-
icant effect between the independent and dependent
variable even when the mediator is removed from the
model; thus, demonstrating a partial mediation. The
negative beta coefficient on the mediator also implies
that the micro entrepreneurs who would opt to finance
their businesses through informal lending platforms
despite having access to finance, may still hinder their
potential for business growth. This is supported by
Turkson et. al. (2020), stating that informal finance is

one of the biggest obstacles of firms in Ghana.

Meanwhile, the role of internal microfinancing
between access to finance and growth of microenter-
prises failed to mediate. Preliminary criteria namely
independent variable to mediator and mediator to de-
pendent variable did not render a significant effect,

thus deferring the need to run the test for mediation.

C. The Moderating Role of Financial Literacy on Ac-
cess to Finance, Microfinancing, and Growth of Mi-

croenterprises

Based on outcomes as illustrated in Model 2, ac-

cess to finance did not significantly affect growth of
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microenterprises when financial literacy is present
(Table 5). However, the interaction between access to
finance and financial literacy rendered a significant re-
lationship and that 0.485 or 48.5% of the variability in
the growth can be explained by access to finance and
financial literacy.

Table 5. Model Summary for the Moderating Effect of Financial Literacy
on Access to Finance, Formal Microfinancing, and Growth

of Microenterprises
Model Factors Unstd. Beta Std. Error Std. Beta t-value p-value

1 (Constant) 439 318 1.378 171
Access 1o 071 076 084 937 351
Finance
Financial 549 079 624 6.942 000
Literacy

F Change=41.887, P-value=000, R=.675", R'=.456

2 (Constant) 836 371 2250 027
Access to {036 077 042 464 644
Finance
Financial 507 .081 576 6.291 000
Literacy
Financial -107 053 -.165 -1.998 048

Literacy x
Access to
Finance

F Change=3.991, P-value=048, R=091", K= 477
3

(Constant) 872 384 2.369 025
Access 10 025 082 030 306 760
Finanee
Financial 506 081 575 6239 000
Literacy
Financial ~108 054 167 2.003 048

Literacy x
Access to
Finance

120 032 303 695

Formal 047
F Change=. 155, P-value= 695, R= 691, R°=.478
4 979

(Constani) 394 2.486 015
Access to 024 082 029 299 766
Finance

Financial 480 084 545 5729 000
Litcracy

Financial 082 058 127 1418 159
Literacy X

Access 10

Finance

Formal 057 127 064 761 249
Financial 089 075 -106 1189 238

Literacy x
Formal
F Change=1.413, P-value=238,_R=697", R'=485

This implies that financial literacy serves as a mod-
erating variable between access to finance and growth
of microenterprises. The effect of access to finance
to the growth of microenterprises is strengthened by
financial literacy. This means that the more that mi-
croenterprise owners are financially literate, the bette
their awareness and understanding of access to finance
is, leading to growth. This is also in line with the re-
sults of Bongomin, et. al. (2017), which also observed
financial literacy as a moderator variable in the effect
of access to finance to growth of MSMEs. However,
upon entry of the mediating variable formal micro-
financing (Model 3) and the presence of interaction

between financial literacy and formal microfinancing
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(Model 4), non-significant relationships were noted.
This means financial literacy does not moderate the
mediated effects of access to finance, formal microf-
inancing, and growth of enterprises. This is expected
since results showed that formal microfinancing has
no mediating effect between access to finance and

growth.

Results of the test of moderation showed that ac-
cess to finance did not significantly affect growth of
microenterprises when financial literacy is present
(Table 6). However, the interaction between access
to finance and financial literacy rendered a significant
relationship.

Table 6. Model Summary for the Moderating Effect of Financial Literacy
on Access to Finance, Informal Microfinancing, and Growth

of Microenterprises
Model Factors Unstd. Beta Std. Exror Std. Beta t-value pevalue

(Constant) 439 318 1378 171

! Access to 071 076 084 937 351
Finance
Financial 549 079 624 6.042 000
Literacy

F Chiange=41.887, B-value— 000, R—. 675", k.~ 435
(Constant) 836 371 2250 027
Access 1o 036 077 042 464 642
Finance

2 Financial 507 081 576 6291 000
Literacy
Financial
Literacy x -107 053 -165 -1.998 048
Access to
Finance

F Change=3.991, P-value=.048. R=.691°, R'=477
(Constant) 989 399 2479 015
Access to 034 077 041 447 656
Finance
Financial

3 Lt 479 085 544 5.627 000
Financial
Literacy x -097 054 -150 -1.790 077
Acess to
Finance
Informal -169 161 087 -1.051 296

F Change—1.104, P-vaiue—.206, k=695, R —483
(Constant) 993 401 2475 015
Access 1o 036 078 043 466 642
Finance
Financial 476 086 541 5516 000
Literacy

4 Financial
Literacy x -091 060 -.141 -1511 134
Access to
Finance
Informal 147 184 -076 -801 425
Financial
Literacy x 013 055 025 246 806
Informal

F Change=0.060, P-valuc=806, 695", R =433

The model shows that 0.483 or 48.3% of the vari-
ability in microenterprise growth can be explained by
access to finance, financial literacy and the presence
of informal microfinancing. This denotes that finan-

cial literacy also served as the moderating variable and
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implies that the effect of access to finance to growth
of microenterprises is strengthened by financial litera-
cy. However, the resulting beta coefficient in the case
of informal microfinancing is negative. This implies
that higher financially literacy will lead to a better per-
ception on access to finance, but resorting to informal
financing will still lead to a decline in the growth of
microenterprises. Adding the mediating variable in-
formal microfinancing (Model 3) and the presence
of interaction between financial literacy and informal
microfinancing (Model 4) resulted to a non-signifi-
cant relationship. This means financial literacy does
not moderate the mediated relationship between ac-
cess to finance, informal microfinancing and growth

of enterprises.

The test of moderation in the case of internal fi-
nancing showed that the relationship between access
to finance and financial literacy is statistically sig-
nificant (Table 7). Though access to finance did not
significantly affect the growth when the moderator
is present, financial literacy served as the moderat-
ing variable in this model through affecting the pres-
ence between access to finance and microenterprises

growth.

Table 7. Model Summary for the Moderating Effect of Financial Literacy
on Access to Finance, Internal Microfinancing, and Growth

of Microenterprises
Model Factors Unstd. Beta Std. Error Std. Beta t-value p-value

(Constant) 439 318 1378 17

! Access to 071 076 084 937 351
Finance
Financial 549 079 624 6.942 000
Literacy

F Change=41.587, Pvalue=000, R=.675" k=436
(Constant) 836 371 2250 027
Access to 036 077 042 464 644
Finance

2 Financial 507 081 576 6291 000
Literac:
Financial
Literacy x -107 053 -.165 -1.998 048
Access to
Finance

F Change=3.991, P-value=.048, R=691", R°=477
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(Constant) 688 393 1.748 084

Access to
inance

060 080 071 751 454

498 (081 566 6.151 000

Literacy x -093 055 -.144 -1.703 092
Access to

Finance

Internal 126
F Change=1.269. P-value=.293. R=695", R'=.454
(Constant) 703 397 1.774 079

112 086 1.126 263

Access to 059 080 070 142 460
Finance

485 {082 562 6.056 000

-.089 056 -137 -1.587 116

Formal 127 113 087 1130 261

Literacy x -024 053 -035 -461 646

Results also showed that 0.485 or 48.5% of the
variability in growth can be explained by access to
finance, financial literary and the presence of inter-
nal financing. These results are in line with the study
of Adomako (2015), wherein the role of financial lit-
eracy as a moderator between access to finance was
acknowledged. In the said study, this linkage was
utilized in creating a framework that aim to identify
the resources and skills needed for maximizing enter-
prise growth. Meanwhile, accounting for the mediat-
ing variable internal microfinancing (Model 3) and
the presence of interaction between financial literacy
and internal microfinancing (Model 4) resulted to a

non-significant relationship was noted.

The study revealed that access to finance signifi-
cantly affects growth of microenterprises. The type of
microfinancing does not have any mediating effects
between access to finance and growth. Financial lit-
eracy, on the one hand, significantly moderates the
effect of access to finance and growth of microenter-
prises. Lastly, financial literacy did not show any sig-
nificant moderating effects upon interaction with the

mediating variable microfinancing.

Based on these outcomes, access to finance plays a
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significant role in the attainment of enterprise growth.
Entrepreneurs who have a good perception towards
these areas tend to avail the services of formal cred-
it institutions, which turn out to be beneficial for the
firm. Meanwhile, those who are generally not aware
or have certain biases tend to prefer informal financ-
ing, which adversely affects their growth. The lack
of mediation between access to finance and growth
in terms of formal financing denotes that the growth
will still be attained if awareness on access to finance
is held by the business owners, while the negative and
partial mediation caused by informal microfinancing
further substantiates its negative implications to the
growth of the firm. Lastly, the role of financial liter-
acy as the moderator denotes that effect of access to
finance on growth is strengthened when financial lit-

eracy is present.

Based on the conclusions stated above, the following
are recommended:

1. Micro entrepreneurs should engage in pro-
grams and activities that may improve their
knowledge about the accessibility, availabili-
ty, affordability, and accommodation of credit
providers in the community. Improving their
perception on access to finance shall be ben-
eficial in widening their options to funding,
which may further lead to an increase in the
quality or quantity of the products being of-
fered and thereby increasing their bottom line
in the long run.

2. As 15% of'the sample group were noted to still
use informal microfinancing, the local govern-
ment unit may employ programs that seek to

disperse information on the negative implica-
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tions of informal lending. The reiteration of
the law on informal lending may likewise be
incorporated in the program in order to regu-
late the demand for this type of financing.

3. Programs on financial literacy amongst micro

entrepreneurs should be provided. Although
the outcome on the level of financial litera-
cy was relatively higher than expected, there
should still be room for improvement in terms
of basic bookkeeping, business finance, and
cost and savings concepts where the lowest
scores were gathered. The local government
unit may partner with concerned financial in-
stitutions such as banks and cooperatives in
holding these programs that aim to improve
the knowledge of micro and small business-
men.
Given the outcomes of this research, an aware-
ness campaign for the micro entrepreneurs in
the barangay is recommended. This program
aims to further enhance the financial literacy
of micro entrepreneurs, reintroduce the prod-
ucts and services provided by banks and other
formal lending institutions, diminish any ex-
isting biases or misconception about access
to finance, regulate the demand for informal
lending which hinders growth of the microen-
terprises, and create a platform that will con-
nect the micro entrepreneurs with banks, co-
operatives, local government untis, and other
concerned stakeholders is recommended.

3. The required data was gathered from a single
barangay, thus, the results of this study may not
be relevant on a wider perspective. In terms of

the measurement variables, the assessment of
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growth was limited only to the respondents’ person-
al assessment on the level of change or improvement
in their business operations in the short term and did
not include quantitative assessments. Future research
may embark on the long-term effects of having ac-
cess to finance and financial literacy on growth which
can then be measured using quantitative data. Like-
wise, the variables growth of microenterprises and
access to finance were taken as a whole. Future re-
searchers may opt to consider its subcategories for a
more in-depth analysis of the causal relationships. For
the demographic characteristics, as these were only
used to describe the sample group, succeeding stud-
ies may reflect these variables as a contributor in the
regression analysis. Lastly, other factors such as the
interest rates, level of competition, customer loyalty,
and management skills among others may also have a
significant effect on the interaction between the var-
iables. Nonetheless, despite the limitations and rec-
ommendations, the researcher believes that that this
study opened the door for more complex statistical
analysis that seeks to add value for community devel-
opment. Future researchers may explore, analyze, and

improve on the analytical tools employed.
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