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Abstract: This study was conducted to investigate the factors influencing the cashless payment adoption among
microenterprises in Baguio City to understand the current status of microenterprises, the level of influence of factors such
as Perceived Ease of Use, Perceived Usefulness, and Perceived Trust on adoption decisions, and identifying the challenges
faced by these microenterprises. A mixed method approach was used, with quantitative data gathered through surveys
while qualitative was applied to thematic analysis. The data analysis included descriptive statistics and the Kruskal-Wallis
H Test with Dunn’s Test. The findings reveal that PEOU and PU greatly influence the decision to adopt cashless payments
while PT is important for ensuring successful implementation. Microenterprises show a significant level of awareness and
willingness to adopt cashless payments, despite this they face challenges such as technical errors and trust issues. The
study concludes that the capital of microenterprises ranges from PHP 100,000 to PHP 500,000, with mobile payments and
debit/credit cards being the most convenient and widely used methods. To overcome these challenges, the study
recommends providing training and support to microenterprises, improving cashless payment security, and working with

local government agencies and policymakers to create policies promoting cashless payments.
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. INTRODUCTION

Microenterprises are small businesses with less than 10
employees and with limited assets. In the Philippines, these
small businesses are really important because they help the
local economy by providing jobs and supporting other local
businesses (Yabut, H., n.d.). Think about how people pay for
things they bought in your store. Traditionally, most
payments are made with cash. But with technology
advancing there is a push towards using digital methods like
paying with a mobile phone or a card and this is what we call
“Cashless Payments” that make transactions quicker, safer,
and easier to track (Dotong, E., 2019). However, not
everyone is using these cashless methods yet, and there are a
few reasons for this like not everyone has good internet
connections (World Bank, 2020) or some people don’t trust
digital payments (Ozkan, Bindusara and Hackney, 2010). But
during the Covid-19 pandemic it became clear that cashless
payments are really useful because it reduced the need for
physical contact which is safer for everyone (Regalado, F.,
2020).
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In Baguio City, the Government and other
organizations are trying to encourage more businesses to
adopt cashless payments. They even have programs like
“Paleng-QR PH” program that make it easier for market
vendors to accept payments through QR code which you can
scan with your phone to pay (Domingo, R., 2022). Despite
governmental initiatives the microenterprises in Baguio City
face significant challenges in adopting cashless payments.

This study looks at why some businesses are hesitant to
adopt cashless payment and what can be done to encourage
them. By understanding these reasons we can help small
business grow and make the economy stronger, especially as
the world moves more towards digital solutions (Ozkan et al.,
2010).

The researcher used the Technology Acceptance Model
(TAM) as the basis for conducting the research. This includes
understanding the extent to which these microenterprises
have integrated cashless payment into their transactions.
TAM is a theoretical framework that explains how users
come to accept and use technology (Davis, F. D., 1989).
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Fig 1 The Technology Acceptance Model (TAM)

» Statement of the Problems/Objectives

This study aims to investigate the cashless payment
adoption of microenterprises in Baguio City. Specifically, it
sought to answer the following Questions:

e What is the current status of microenterprises in Baguio
City according to:

Business Capital;
Awareness; and
Business Performance?

ANRNEN

e What is the level of influence of the following factors to
owners of microenterprises in Baguio City decision to
adopt cashless payment transaction in terms of:

Perceived Ease of Use;
Perceived Usefulness; and
Perceived Trust?

ANANEN

o Is there a significant difference on the level of influence
of the factors to owners of microenterprises in Baguio
City decision to adopt cashless payment transactions if
grouped according to:

Business Capital;
Awareness; and
Business Performance?

ANANEN

Ha = There is a significant difference on the level of
influence of the factors on owners of microenterprises of
Baguio City decision to adopt cashless payment transactions
between  Business  Capital, = Awareness,  Business
Performance, and PEOU, PU, and PT

e What are the problems/challenges the owners of
microenterprises in Baguio City faces that hinder them to
implement cashless payment?

1. DESIGN AND METHODOLOGY

The methodology presents the design that will be used
in the study, the population and locale of the study, the data
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gathering tool, the data gathering procedure, and the
treatment of data.

> Research Design and Methodology

The researcher used mixed method combining
quantitative and qualitative approach to explore the
relationship between cashless payments and various factors,
and to understand how these factors influence payment
options. By this, for example, interviews tend to be more
qualitative and surveys tend to be more quantitative
(Creswell & Plano Clark, 2007).

» Population and Locale of the Study

The researcher used purposive sampling a non-
probability sample in which the participants are chosen based
on specific characteristics of the population and the
objectives of the study (Crossman, A., 2022) to select
participants based on their willingness to partake in the study.
The participants are the microenterprises owners or the
assistants/associates who oversee the day-to-day operations
of the business within Baguio Public Market and Mines View
Park involving those who are using cashless payment
methods like Debit/Credit card, Mobile Payment, Online
Banking, and other payments that don’t use paper money and
coins. They were chosen by the researcher since they are the
ones who fit the study in a relatively small sample with a
high concentration of microenterprises and wide range of
goods and services, giving a comprehensive understanding of
the adoption of cashless payment in these specific
marketplaces.

» Data Gathering Tools

To gather data for the study survey questionnaire was
used based on the research objectives and conceptual
framework. A survey questionnaire consists of a structured
set of questions carefully designed to be answered by a group
of people designed to collect relevant facts and information
(Preston V., 2009). The research instrument was divided into
three parts. The first part focused on the current status of
microenterprises in Baguio City, specifically in the Baguio
Public Market and Mines View Park. The second part
focused on the respondents' level of acceptance of the
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Technology Acceptance Model's factors (TAM), and the
third part highlighted problems and challenges faced by
owners of microenterprises in Baguio City that hinder them
from implementing cashless payment.

» Data Gathering Procedure

Prior to conducting the study, the questionnaire went
through pilot testing with a small group of respondents to
identify any issues with the questions. Afterwards, the
researcher wrote a request letter addressed to the Permits and
Licensing Division of Baguio City together with the attached
approved questionnaire to obtain the lists of registered
microenterprises in the Baguio Public Market and Mines
View Park for the year 2023. Moreover, a reliability analysis
using Cronbach’s Alpha of internal consistency was
conducted to a total of 15 items in the survey to determine
the strength of the questionnaire for the sample, and the result
shows a high level of internal consistency with a value of
0.908 which means the survey is very reliable.

The data collected for this study were analyzed using a
combination of quantitative and qualitative methods.
Descriptive statistics were calculated for Likert scale items to
understand the distribution of responses, from 1 to 4, with 1
indicating “Strongly Disagree” and 4 indicating “Strongly
Agree”, including the mean, median, and standard deviation.

Qualitative data, such as an interview response can be
gathered through exploratory or descriptive survey questions,
then transcribed and coded using thematic analysis. This
analysis identified common themes and patterns related to the
factors influencing the adoption of cashless payment among
microenterprises in Baguio City.

The findings from both the quantitative and qualitative
analysis were integrated to provide a comprehensive
understanding of the factors influencing adoption of cashless
payment. The quantitative findings highlighted specific
perceptions and attitudes of microenterprises towards
cashless payment adoption, while the qualitative findings
provided deeper insights into the underlying reasons and
motivations behind these perceptions. This integrated
approach allowed for a nuanced understanding of the factors
influencing cashless payment adoption by microenterprises in
Baguio City, providing valuable insights for policymakers
and stakeholders.

» Treatment of Data

To answer the first question, the researcher utilized
descriptive statistical methods to categorize the data. The
techniques employed included mean, median, and mode to
illustrate the distribution for each component to analyze
current status of microenterprises in Baguio City.

To answer the second question in measuring the level
of influence of factors on the adoption of cashless payment
transactions among microenterprise owners in Baguio City, a
detailed questionnaire was created. The researcher conducted
a descriptive statistical method to assess the level of
influence of Perceived Ease of Use, Perceived Usefulness,
and Perceived Trust by calculating the mean and standard
deviation for each item on the Likert scale. To ensure that the
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items are actually measuring the constructs they are supposed
to measure we used exploratory factor analysis.

To answer the third question, the data was grouped into
categories based on predetermined criteria like business
capital, awareness and business performance. To check for
differences in mean scores of perceived ease of use,
usefulness and trust between groups, we employed statistical
tests such as Kruskal-Wallis H Test. This was supported by
the test of normality that resulted in P>0.001 showing that
the data is not normally distributed. The Kruskal-Wallis H
Test, a statistical test used to determine whether there are
significant differences between the medians of three or more
independent groups. It is a non-parametric test (McClengan,
E., 2023). The researcher also used Dunn’s Test to conduct a
post hoc comparison of the significant results from the
Kruskal-Wallis H Test to identify which groups differ
(Dinno, A., 2015).

To answer the fourth question, thematic analysis was
used in an essay written by participants to identify challenges
that hinders the implementation of cashless payment. Then,
the researcher discussed these challenges again and looked
for potential solutions or responses.

. PRESENTATION, ANALYSIS AND
INTERPRETATION OF DATA

This confers the results and discussion, particularly on
the analysis of the factors influencing the adoption of
cashless payment by microenterprises in Baguio City. It
examines their current status with respect to business capital,
awareness, and business performance. Thereafter, it explores
the level of influence of perceived ease of use, perceived
usefulness, and perceived trust on the decision to adopt
cashless payment. Additionally, this chapter investigates
whether there are significant differences that exist in these
levels of influences when microenterprise owners are
grouped according to business capital, awareness, and
business performance. Moreover, it identifies the challenges
and problems faced by microenterprise owners that hinder
them from implementing cashless payment. Furthermore, it
comprises the discussion, interpretations, and corroborations
of the findings. This also provides comprehensions and
recommendations for improving the adoption of cashless
payments in the context of microenterprises.

» Current Status of Microenterprises in Baguio City

e Business Capital: In terms of business capital, it shows
that most microenterprise owners have a capital ranging
from PHP 100,000.00 to PHP 500,000.00 (M= 2.0255).

e Awareness: Based on the results there is a high level of
Familiarity with cashless payment methods with (Mean:
1.3758), and this suggests that most business and
consumers are familiar with and frequently use cashless
payments. Similarly, based on the results there is a high
level of Satisfaction with cashless payment methods they
are currently offering with (Mean: 1.3503), and this
suggests that respondents are generally satisfied with the
cashless payment methods they currently use and have a
positive attitude towards them. Meanwhile, based on the
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results the respondents are Very Likely to adopt more
cashless payment options in the next year with (MEAN:
1.0382).

e Business Performance: Based on the results on the Cash
Flow respondents generally view their cash flow
positively with (Mean: 1.3758). Also, Based on the results
on the Debt respondents have an even more positive view
of their debt management with (Mean: 2.5732). Overall,
respondents maintain a positive outlook on both their cash
flow and debt situations.

» Level of Influence of the Following Factors on Owners of
Microenterprises in Baguio City's Decision to Adopt
Cashless Payment Transaction

e Perceived Ease of Use: Based on the total in PEOU the
respondents STRONGLY AGREE with Using cashless
payments in my business would provide flexibility in
interacting with customers as the Highest Score:
Flexibility (Mean: 3.6115), and this suggests that
microenterprises value how easy and adaptable these
systems are for selling products. The strong agreement is
also reflected in Carter and Belanger's (2005) findings
from e-government services and also Pavlou's (2003)
findings on online shopping flexibility and convenience in
user adoption.

While Cashless payment would be easy to use in selling
products as the Lowest Score: Ease of use in selling products
(Mean: 3.4650), and this suggests that cashless payments are
generally seen as easy to use, but there’s room for
improvement. This is reflected in the studies of Riquelme and
Rios (2010), where ease of use is a critical factor for the
adoption of mobile services, Park (2009), where users are
more likely to adopt cashless payments and if they find it
easy to use on e-learning platforms, and Weijters et. al.
(2007) where customer-facing technology needs to be user
friendly to encourage adoption. Overall, respondents have a
strong and positive view of cashless payments.

o Perceived Usefulness: Based on the total in PU the
respondents STRONGLY AGREE with Cashless
payment would improve my business performance when
customers purchase goods as the Highest Score:
Improvement in business performance (Mean: 3.6624),
and this suggests that microenterprises see cashless
payments as very useful and beneficial for their
businesses. This is supported by the study of Riquelme &
Rios (2010) on mobile banking services, and also
Gangwar et al. (2015) study on cloud computing services.
In addition, Pavlou (2003) showed that the ease of
completing online transactions is considerably due to the
increase in customer satisfaction and repeat purchases.

While Cashless payment enhances my effectiveness in
selling goods as the Lowest Score: Effectiveness in selling
goods (Mean: 3.5350), and this suggests that cashless
payments help improve sales processes, making transactions
smoother and more efficient. This was highlighted by
Weijters et al. (2007) on self-service checkout systems often
featuring cashless payments enabling customers to complete
transactions quickly and effectively. Similarly, Taneja &
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Toombs (2014) also noted that social media marketing when
incorporated with cashless payments will substantially
improve sales efficiency and customer interaction. Overall,
respondents think cashless payments are really useful and
beneficial.

o Perceived Trust: Based on the total in PT the respondents
AGREE with | trust in the cashless payment system's
ability to facilitate timely and reliable transactions for my
business needs as the Highest Score: Confidence in timely
and reliable transactions (Mean: 2.9172), and this
suggests that microenterprises have a positive but
cautious approach to trusting cashless payments. It’s more
of a moderate level of trust than a very strong one. This is
reflected in the studies of Ozkan et al. (2010) highlighting
the importance of perceived trust and security in the
adoption of e-payment systems.

While | have trust in the reliability of the cashless
payment service provider to ensure the security and integrity
of my business transactions as the Lowest Score: Confidence
in security measures and confidentiality (Mean: 2.8408). This
was emphasized by the findings of Riguelme & Rios (2010)
on the importance of trust in mobile banking services where
the service provider’s security and reliability measures are
pivotal for adoption, and also on the study of Shinozaki &
Rao (2021), highlighting the importance of security and
reliability of cashless payment systems during the pandemic.
A similar study by Nair (2016) discusses the challenges of
cashless transactions in the Philippines particularly, the
reliability of service providers. The lowest score suggests that
there are still some concerns about the reliability of cashless
payment service providers, especially when it comes to
security and confidentiality. Overall, respondents have a
positive view of cashless payments, but they don’t trust them
completely. They are cautious rather than fully confident.
This means they see some benefits, but they're still careful
about it.

» Key Drivers of Cashless Payment Adoption

e According to Business Capital: In summary, based on the
statistical tests conducted, we don’t find substantial
differences in perceived ease of use, usefulness, or trust
across various business capital categories, and this
suggests that Business Capital has no effect on the factors
mentioned. Dotong (2019), in the analysis of consumer
satisfaction in the supermarkets of the Philippines,
indicates a positive perception of a cashless payment
system regardless of the business’s financial capacity.
Similar study of Shinozaki and Rao (2021), on the impact
of COVID-19 on MSME show that there is a similar
perception of cashless payment irrespective of business
size.

e According to Awareness: In summary, the results suggest
that perceived ease of use and perceived usefulness
significantly impact acceptance of cashless payments,
while perceived trust does not. According to Zoleta
(2021), user familiarity with mobile wallet apps can
significantly increase adoption. Nair (2016) and
Shinozaki and Rao (2021) emphasized the need to
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increase awareness and knowledge to improve the user
experience.

For PEOU, familiarity with cashless payment options
significantly impacts acceptance. This result is also similar to
a study on mobile banking services (Riquelme & Rios, 2010),
E-government services adoption (Carter & Bélanger, 2005),
E-learning platform adoption (Park, S. Y., 2009), and online
shopping adoption (Pavlou, P. A., 2003). It all leads to the
fact that being familiar with a specific technology or service
is an important factor in influencing PEOU, with higher
levels of familiarity correlating to a positive PEOU.

In terms of familiarity and PU with cashless payment
options significantly impacts acceptance. Dotong (2019) also
highlighted the importance of awareness in encouraging
acceptance rates. Similar situations in Online Learning
systems where a significant difference between users who are
not familiar and those very familiar, they found that those
who are familiar with online learning systems are more likely
to find them more useful (Lee et al., 2009). Similar studies
are observed as well in E-Health Services (Or et al., 2009),
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Cloud Computing Services (Gangwar et al., 2015), and
Social Media Marketing (Taneja & Toombs, 2014).
Therefore, Familiarity with Cashless Payments correlates
with a higher PU.

Meanwhile, for PU and Likelihood of increased
acceptance of cashless payments significantly impacts
acceptance. Some studies explore the likelihood of adopting
cashless payment through its usefulness, Khando et al. (2023)
in their Swedish study that convenience, cost, trust, risks,
norms, and customer preference highlight that PU is a
significant factor in adoption decisions. Raj et al. (2024)
examined variables that affect the adoption of cashless
payment transactions during COVID-19 showing that PU is
an important predictor of consumer’s intention to use
cashless payments. This shows that once microenterprises are
somewhat likely to adopt cashless payment, it must be
maintained to make sure that they are constantly using it.
Awareness also does not impact PT. Still, it must not be
ignored because cashless payment services' reliability and
security can improve trust over time.

Table 1 Influence of Awareness on PEOU, PU, and PT in Cashless Payments

TAM Awareness Sig. Decision
PEOU Familiarity with cashless payment options .000 Reject the null hypothesis
Satisfaction with cashless payment options currently offer 176 Retain the null hypothesis
Likeliness to increased acceptance of cashless payments .054 Retain the null hypothesis
PU Familiarity with cashless payment options .003 Reject the null Hypothesis
Satisfaction with cashless payment options currently offer 174 Retain the null hypothesis
Likeliness to increased acceptance of cashless payments .028 Reject the null Hypothesis
PT Familiarity with cashless payment options 519 Retain the null Hypothesis
Satisfaction with cashless payment options currently offer 901 Retain the null hypothesis
Likeliness to increased acceptance of cashless payments .488 Retain the null hypothesis

e According to Business Performance: Cash Flow- The
result indicates that microenterprises with different levels
of cash flow PEOU and PU differently. Cash flow may
influence adoption of cashless payment systems such that
microenterprises with better cash flow may see cashless
payment easier to use and more useful given that they
have better access to money and less concerns about any
constraints it may give. This makes it easier to use
cashless payment systems. This finding also with Khando
et. al (2023) saw that PU is important in adoption
decisions.

Post hoc comparisons using Dunn’s method with a
Bonferroni Correction for multiple tests indicate that there is
a significant difference between Good and Excellent for
Business Performance in terms of Cash Flow in Perceived

Ease of Use (p = 0.006, adjusted p=0.018). However, there
was no significant difference between Poor and Good
(p=0.917, adjusted p=1) and Poor and Excellent (p=0.432,
adjusted p=1). The comparison further strengthens our
finding that usually those who have access to financial
resources can easily adapt to cashless payment systems.

Debt- The lack of significance in PEOU, PU, and PT
shows that while cash flow is important, the level of debt-
related concerns don’t directly affect PEOU, PU, and PT. For
example, research on mobile payments (Kim et al., 2010)
shows that benefits and ease of use are crucial, while
financial constraints do not always impact trust in
technology. This highlights the consideration of financial
stability when checking the adoption of cashless payment
systems.

Table 2 Influence of Business Performance on PEOU, PU, and PT in Cashless Payments

TAM Business Performance Sig. Decision
PEOU The distribution of PEOU is the same across categories of Cash Flow | .022 Reject the null hypothesis
The distribution of PEOU is the same across categories of Debt 151 Retain the null hypothesis
PU The distribution of PU is the same across categories of Cash Flow .043 Reject the null Hypothesis
The distribution of PU is the same across categories of Debt .297 Retain the null hypothesis
PT The distribution of PT is the same across categories of Cash Flow 125 Retain the null Hypothesis
The distribution of PT is the same across categories of Debt 517 Retain the null hypothesis
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» Problems/challenges the owners of microenterprises in
Baguio City faces that hinder them to implement cashless
payment

¢ In Baguio City, microenterprises have highlighted three
main issues: Poor Connectivity and Network Problems

Most of the respondents have highlighted problems
with internet connectivity, whether it’s slow data signals, no
signal or poor network connections. These setbacks have
considerably hindered their ability to complete cashless
payment transactions without interruptions resulting in lack
of trust in cashless payment platforms. When transactions
fail or customers experience delays, it not only affects the
businesses but also their ability to meet customer
expectations leading to lost sales and customer
dissatisfaction, which influence the general acceptance of
cashless payment methods (Tay et al., 2022). Resolving
these problems is important in building trust and
encouraging wider adoption of cashless payment among
microenterprises in Baguio City. In the Philippines,
microenterprises view cashless payment systems as less
trustworthy than the traditional cash transactions, making it
more difficult to encourage people to use cashless
transactions (ADB, 2017). According to the report of
International Telecommunication Union (ITU) on the issues
related to internet connectivity being a significant barrier to
the adoption of cashless payments indicating that nearly half
of the world’s population doesn’t have access on reliable
internet, which is the most essential factor for trouble-free
online transactions (ITU, 2021).

» System Maintenance and Downtime

Another major issue is system maintenance and
downtime, many respondents mentioned both scheduled and
unscheduled maintenance that made cashless payment
services unavailable and offline, causing transaction errors
especially when customers depends solely on cashless
payments. Interruptions caused by system maintenance are
seen as one of the important aspects that influence the
reliability of the cashless payment systems (GSMA, 2021).
A report from the Deloitte Center for Financial Services
highlights the importance of well-built infrastructure that
helps lessen service interruptions. These interruptions
extend waiting times for transactions, resulting in downtime
and disrupting the ability of businesses to process payments,
especially when customers have no cash on hand (Deloitte,
n.d.). This issue is heightened by poor communication
between microenterprises and service providers that causes
customer dissatisfaction and distrust of cashless payments
(ASEAN, 2020).

» Transaction Issues and Delays

Many respondents highlighted issues with delayed
transaction processing and confirmation, and inconsistencies
in transaction records, wherein transactions are not promptly
updated in the system of point-of-sale (POS) or online
payment apps such as GCash and Maya. There were also
instances where cash was deducted from the customer’s
account but did not immediately reflect in the system. The
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failure to receive confirmation compelled the need to
confirm transaction details to avoid mistakes and potential
errors. Some expressed concerns with regard to receiving
fake proof of payment because they failed to receive
confirmation. These issues are attributed to system errors,
technical glitches, and processing delays that is causing
inconvenience and reducing user confidence. Similarly,
some studies across Asia have observed problems and
challenges regarding the adoption of cashless payment.
According to Susanto et al. (2022), they emphasize the
importance of addressing these challenges as system errors
and processing delays have been major problems to the
adoption of digital payments. Doing so is important for
increasing the reliability and trust of customer in mobile
payment platforms.

V. CONCLUSIONS AND RECCOMENDATIONS

» Conclusions
Based on the findings, the following are the
conclusions of this research study:

e Majority of the microenterprises owners have a capital
ranging from PHP 100,000 to PHP 500,000.

e The most commonly used cashless payment system are
Mobile payments (such as Gcash or PayMaya) and
debit/credit card and the main reason for its widespread
use is the convenience it offers which highlights the
importance of ease of use.

e The current status of cashless payment adoption among
microenterprises in Baguio City is influenced by factors
such as PEOU, PU, and PT in the cashless payment
systems. With this regard, business owners are more
likely to adopt these systems if they find them helpful
and easy to use for their business operations while there
is a notable increase, there are still disadvantages.

e The microenterprises face several issues in the adoption
of cashless payments, such as poor internet/data
connections, down systems, technical errors, and delays.
Addressing these problems may increase the acceptance
of cashless payments.

» Recommendations
Based on the findings, the following are
recommended:

e Provide training and programs like seminars, workshops,
tutorials, and also offer accessible customer support to
immediately resolve any issues or concerns. These will
help businesses learn and improve their cashless
payment systems.

e Help service providers resolve issues/problems such as
poor internet/data connections, system maintenance and
other potential issues with cashless payment by
supporting them in creating solutions to improve
cashless payment systems by reporting issues,
recommending solutions or giving feedback.

e Strengthen the security of cashless payment systems and
keep businesses updated when there are upgrades on the
security measures to ensure their transactions are safe.
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e Work together with the local government agencies and
policymakers to create policies and regulations that
promote cashless payments among businesses and
consumers by providing incentives such as faster
transactions, tax deductions or discounts for businesses
using cashless payments in their transactions.
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