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Abstract 

 

This study aimed to determine the drivers of growth of microenterprises. Specifically, it 

described the personal profile of the entrepreneur, internal practices and external network of 

microenterprises; it determined which among the factors under personal profile, internal dimension 

and external dimension have significant effect on the growth of microenterprises; and it determined 

which among the three dimensions greatly affect the growth of microenterprises. The study used 

descriptive-exploratory research design. There were 45 respondents from the City of Koronadal. 

Frequency count, percentage, weighted mean and binomial logistic regression analysis were the 

statistical tools used. The study concluded that the internal practices can bring more positive 

impact to the growth of microenterprises than external networks proving the concept of Resource-

Based View. Based on the results of the study, microenterprises should enhance their internal 

practices by attending seminars, training, among other things. The government should also widen 

its reach to microenterprises. Technical recommendations were also made for future researches. 
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Introduction 

 

Businesses establishments, both international and domestic, are categorized as micro, 

small, medium, and large. The establishments are categorized based on their number of employees 

and their total asset. In the Philippines, based from the 2012 statistics provided by Department of 

Trade and Industry (DTI), 99.58% of the total number of business enterprises in the Philippines 

are micro, small, and medium enterprises. Out of this total number of MSMEs, 89.78% are 

microenterprises. As defined by DTI, a business is categorized as microenterprise if the size of its 

asset, except the land where the office and plants are situated, is up to    P 3,000,000.00 and that 

the number of employees ranges only from 1 to 9. 

Microenterprises’ contribution to economic development stretched from the creation and 

distribution of goods, product and service innovations, channelling exchanges of money and credit, 

to efficient allocation of scarce resources, and employment provision. Roni (2003), as seen in 

Alkali, d Isa, and Baba (2012), says that the success of entrepreneurship results from certain 

environmental conditions and some economic factors input.  The external and internal environment 

of a business firm greatly affects its performance.  

On the other hand, internal environment encompasses all functions inside a business firm 

(marketing, management, finance, accounting, operations). According to Yusuf (1995), as also 

seen in Alkali, d Isa, and Baba (2012), “the most significant factors affecting the growth of small 



  4th National Business and Management Conference 

  Ateneo de Davao University 
  July 22-23, 2016 

 

161 

 

businesses were good management, access to finance, personal qualities of the entrepreneur, and 

government support.”  

 There are countless possible drivers that can affect the growth of microenterprises 

depending on the level of environment exposures. This study shall therefore, determine the factors 

affecting the growth of microenterprises that shall serve as benchmark for the stakeholders 

(government, entrepreneurs, customers, creditors, community) in performing their potential roles 

and contributions in developing microenterprises. 

 

Statement of the Problem 

 

The study aimed to determine the drivers that significantly affect the growth of 

microenterprises.  

Specifically, it aimed to do the following: 

1. Describe the growth of microenterprise in terms of number of  

        employees. 

2. Describe the microenterprise in terms of the following drivers: 

2.1. Entrepreneur’s profile: 

2.1.1. demographics 

2.1.2. personality traits. 

2.2. Internal dimension in terms of: 

2.2.1.  profile 

2.2.2.  management practices 

2.2.3.  finance and bookkeeping practices 

2.2.4.  marketing practices 

2.2.5.  information technology usage. 

2.3. External dimension in terms of: 

2.3.1.  personal network 

2.3.2.  business network  

2.3.3.  government support 

3. Determine the drivers under entrepreneur’s profile, if any, that significantly affect the 

growth of microenterprises. 

4. Determine the drivers under the internal dimension, if any, that significantly affect the 

growth of microenterprises. 

5. Determine the drivers under external dimension, if any, that significantly affect the growth 

of microenterprises. 

6. Determine which of the three dimensions significantly affect the growth of 

microenterprises. 

 

Research Design 

 

This study used descriptive-explanatory research design. The descriptive research design 

was used to describe the entrepreneurs in terms of demographics and personality traits.  It is also 

used to describe the profile of the microenterprise and its practices. Drivers of growth were also 

described in this study making the research design appropriate. The exploratory research design 

was used to explore what are the drivers of growth of microenterprises by using binomial logistic 

regression analysis.  
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Locale of the study 

This study focused on the microenterprises located in the City of Koronadal, South 

Cotabato. The proliferation of microenterprises in Koronadal made it appropriate for the study. 

Furthermore, Koronadal is the investment haven and regional center of Region XII and classified 

as 3rd income-class city, wherein microenterprises have a large contribution to its economic 

performance. 

 

Respondents 

The respondents were the entrepreneurs of the microenterprises located in the City of 

Koronadal that have been operating for at least thirty-six months. 

 

Research Instrument 

 A self-made survey questionnaire was used to gather data with some items adapted from 

previous studies cited below. It is composed of three major parts: Part I contained questions about 

the respondents’ demographic profile and personality traits; Part II contained questions about the 

firms’ profile and internal practices and Part III contained questions about the respondents’ 

external network. 

 Part I was structured to obtain the demographic profile of the entrepreneurs. It also included 

12 Likert-type questions adapted from the study of Parilla (2013) and Garoma (2012) to measure 

the following personality traits of the entrepreneurs: need for achievement, internal locus of 

control, risk-taking propensity, and self-efficacy.  

Part II contained questions about date of registration of microenterprises. It included 

questions about the firms’ type of business operation, entrepreneurship, past and current number 

of employees, source of capital, start-up and current capital, and average annual sales. To describe 

internal practices of the microenterprises, 76 Likert-type questions about management, finance and 

bookkeeping, marketing, and information technology practices were included. Some of the items 

were based on observations while others were also adapted from the study of Parilla (2013). 

 Part III of the survey questionnaire contained 14 Likert-type questions to determine the 

external networks frequently accessed by the respondents such as personal network, business 

network, and government support. The items in this portion were based on pure observations. The 

Likert-type questions for part II and III were answered using the following responses: very often, 

often, sometimes, and rarely. 

 

Data Analysis 

Frequency and percentage distribution were used to describe the entrepreneurs’ 

demographic profile, the firms’ profile, and employment growth. 

Weighted mean was used to describe the degree of personality traits of the entrepreneur 

such as Need for Achievement, Internal Locus of Control, Risk-taking Propensity, and Self-

Efficacy. The weighted mean of the answers was interpreted as follows: 
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Table 1. Mean rating and verbal description for personality traits 

Mean Rating Verbal Description 

3.25 - 4.00 Very High Degree 

2.50 - 3.24 High Degree 

1.75 - 2.49 Low Degree 

1.00 -1.74 Very Low Degree 

 

The tool was also used to describe the level of management, finance and bookkeeping, 

marketing, and information technology practices. The weighted mean for the level of practices was 

interpreted as follows: 

 

Table 2. Mean rating and verbal description of level of internal practices 

Mean Rating Verbal Description 

3.25 - 4.00 Very Good 

2.50 - 3.24 Good 

1.75 - 2.49 Fair 

1.00 -1.74 Poor 

 

 The same was also used to answer the objective of the study in describing the level of usage 

of personal network, business network, and government support. The weighted mean was 

interpreted as follows: 

 

Table 6. Mean rating and verbal description of the network strength 

Mean Rating Verbal Description 

3.25 - 4.00 Very Strong 

2.50 - 3.24 Strong 

1.75 - 2.49 Moderately Strong 

1.00 -1.74 Weak 

 

Binomial Logistic Regression Analysis was used to determine whether the entrepreneur’s 

personal profile, internal dimension variables and external dimension variables can significantly 

affect employment growth. This tool was deemed appropriate for the treatment of dependent 

variable that takes the value of Gi = 1 if the microenterprise experienced growth and Gi= 0 if 

otherwise. There are 18 personal profile variables, 76 internal dimension variables, and 14 external 

dimension variables. The general form of the model is: 

ln (Gi / (1- Gi) = β0 + βi Pi + β2 IDi + β3 Ei  + é  (Model 1) 

where,  

Gi=  the dependent variable indicating the growth of microenterprises 

ln (Gi / (1- Gi) = the likelihood of growth of microenterprises 

β0= a constant, the value of Gi when all independent variables are zero 

βi=  represents the regression coefficient associated with each independent variables 

Pi= entrepreneur’s personal profile dimension 

IDi= internal dimension 

Ei= external dimension 

é = error term 
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The Omnibus Tests of Model Coefficients and Hosmer and Lemeshow Test were used to 

test the model’s “goodness of fit”. For the Omnibus Tests of Model Coefficients, the significant 

value (Sig.) should be less than .05 and in Hosmer and Lemeshow goodness of fit test, the 

significant value must be greater than .05. The Cox & Snell R Square and the Nagelkerke R 

Square values provide an indication of the amount of variation in the dependent variable (Pallant, 

2005). To determine which variables are significant, the significant value (sig.) must be equal to 

or less than 0.05 or five percent (5%) (Cooper & Schindler, 2008). 

 

Results and Discussions 

 

This study used the number of employees as an indicator of the growth of microenterprises. 

Based on the survey, 55.6 percent or 25 of the respondents experienced no employment growth 

while 20 or 44.4 percent experienced otherwise. Description of microenterprises in terms of the 

following factors: 

 

Demographics 

Age. Ten out of forty-five (22.2%) entrepreneurs belongs to the age group ranging from 

36-45 years old. Similarly, there are also 10 (22.2%) who belong to the age group of 46-55. It 

suggest that majority of the entrepreneurs are at their prime age. The result is similar to the study 

of Parilla (2013). Only 5 (11.10) belong to the age group of 25 and below. This may imply that 

people at this age prefer to be employed rather than to run their own business.  

Gender. The micro-business entrepreneurs are mostly female wherein 57.8% (26) are 

female and 42.2% (19) are male. There is indeed a gender gap between male and female 

entrepreneurs as suggested by Garoma (2012). 

Educational Attainment. Majority of the entrepreneurs are college degree holders (30 or 

66.7%). The result is similar with the study conducted by Wei and Hishamuddin (2008), wherein 

entrepreneurs have at least a tertiary level of education. Entrepreneurs value their education since 

it develops their learning capabilities and exposes them to new information that are useful in 

running their business. Goedhuys and Sleuwaegen (2000) infer that most successful entrepreneurs 

are the highly educated individuals. 

Number of Seminars Attended. The number of seminars attended by entrepreneurs for the 

last three years is very low. In this case, 84.4% or 38 of the respondents were able to attend 0 to 5 

seminars in the last three years. This may show that entrepreneurs do not give much attention to 

trainings and seminars probably because they are not well-informed of the different trainings and 

seminars available. 

 

Personality Traits 

Need for Achievement. Need for Achievement is a person’s need to strive hard to attain 

success. The data reveal that all the items that indicate need for achievement have an item mean 

rating of strongly agree (SA). This means that the entrepreneurs have very high degree (VHD with 

an overall mean of 3.50) of need for achievement. Wei and Hishamuddin (2008) found out that the 

need for achievement is associated with competitive advantage of a firm.  

Internal Locus of Control. Based on the data, all items that indicate internal locus of control 

got an item mean- rating of high degree (A). The overall rating is 3.14. This means that the 

entrepreneurs have high degree (HD) of internal locus of control. Entrepreneurs who exhibit this 

behavior tend to make bolder decisions to gain competitive advantage.  
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Risk Taking Propensity. The entrepreneurs display a high degree of risk-taking propensity. 

However, based on the result, taking risks even under risky conditions got a mean of 2.53. This 

may suggest that entrepreneurs do not just take risks but they take calculated risks to mitigate, 

lessen, or avoid losses. The ability of an entrepreneur to take risks has significant impact to the 

growth of the firms as suggested by Garoma (2012). 

Self-Efficacy. The entrepreneurs display a very high degree of self-efficacy with a total 

rating of 3.33. This is a good indication because according to Garoma (2012), self-efficacy is the 

ultimate trait that an entrepreneur should possess. Self-efficacy enables entrepreneurs to focus on 

what to achieve, thus, allowing them to exploit the resources available to them in order to achieve 

a certain level of success. 

 

Internal Dimension  

Large percentage of microenterprises existed for 3 to 5 years (26 or 57.8%). This may 

indicate that the microenterprises are still at the early stage of existence. This is consistent with 

the analysis made by Parilla (2013), wherein 66.53% of the microenterprises are still at the early 

stage.  

Type of Business Operation. Majority of the microenterprises (27 or 60%) provide services 

to their customers. This suggests that most of the microenterprises established are engaged in 

providing services such as internet cafes, boarding houses, carenderias, restaurants, etc. because 

they requires lesser capitalization than manufacturing. In the study of Barta, et al. (2013) and 

Znidarsic and Werber (2011), the largest share of enterprises in their research comes from the 

service sector.  

Type of Business Form.  A very large percentage of microenterprises (35 or 77.8%) are 

sole proprietorship in business form. These establishments are owned by a single entrepreneur.  

Source of Capital. Forty percent or 18 of the capital of the microenterprises come from 

both savings and loans. In addition, another 18 or 40% of the capital come from savings alone. 

This may suggests that entrepreneurs are not that aggressive when it comes to getting loans from 

banks or other financing institutions. Although, one major source of capital is both savings and 

loans, it implies that they are not fully dependent in using debt as a capital. 

Start-up Capital. There are 35 or 77.8% microenterprises that have a start-up capital of 

P500, 000 and below. This is because microenterprises start their operations at lesser capacity. 

Lesser capacity means fewer machineries or equipment and employees.  

Present Capital. In terms of present capital, microenterprises with Php500, 000 and below 

capitalization decreased to 27 or 60%. On the other hand, microenterprises with Php1, 000,001 – 

1,500,000 increased to 15.60% (7) versus the 2.2% result in the prior analysis. While 4.4% of the 

microenterprises were able to increase their capitalization to 3,000,001 and above. This means that 

4.4% were able to graduate from being a microenterprise to a small enterprise  

Average Annual Sales. Twenty six percent (12) of the microenterprises have average 

annual sales of P 150,000.00 and below. This may suggest that microenterprises realized sales 

because of limited capacity and capitalization. However, 24.4% (11) were able to generate P 

500,001 and above. This might be the result of the increase in the present capitalization of the 

microenterprises.  

Management Practices. The management practices have five indicators to assess the level 

of management practices of microenterprises. These are planning, organizing, motivating, staffing, 

and controlling. 
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The overall assessment on the level of management practices mean is “Good” with a mean 

of 2.83. This implies that microenterprises are practicing to a certain extent the different 

management practices.   

The microenterprises are good when it comes to planning. They set goals and objectives to 

a certain degree to establish for the business. Goals are communicated to the employees. In terms 

of organizing, the microenterprises are good in assigning tasks to their employees and in the 

implementing of policies. Microenterprises are good in terms of motivating their employees. 

Microenterprises are not strict when it comes to conducting personality and intelligence 

examination since the business operation is simple and does not require highly technical skilled 

labor force. Quality control has been one of the leading practices of the microenterprises with a 

mean rating of 3.31. The overall controlling practice of the microenterprises is rated as good. 

Evaluating sustainability and performance is one of the key practices of the microenterprises.  

Finance and Bookkeeping Practices. The overall assessment of the level of finance and 

bookkeeping practices is good with a mean of 2.89. In terms of financial planning, preparation of 

projected cash flow and budget practice got the highest mean rating of 3.05. This suggests that 

entrepreneurs emphasize cash analysis. The entrepreneurs are good in financial planning. The 

microenterprises rated fair when it comes to financing decision. The overall working capital 

management is good.  

Marketing Practices. The level of marketing practice of the microenterprises is good with 

a mean rating of 2.73. Microenterprises practice a certain level of marketing activities. 

Information Technology Practices. The level of usage of information technology is good. On the 

other hand, the use of IT softwares such as point of sale, accounting or inventory system is 

practiced fairly. Low usage of software may be explained by the study of Qureshil, Kamal, and 

Wolcott (2009). They argued that small firms hold back in using IT because of lack of awareness, 

affordability, and management capacity 

 

External Dimension   

Personal Network. The link between the entrepreneurs and their personal network is 

moderately strong. Based on the table, family members and friends are the frequent network being 

accessed by the entrepreneur as indicated by the mean ratings of 2.84 and 2.53, respectively.  

Business Network. Same as with the personal network, the link between the entrepreneurs 

and their business network is moderately strong. The stronger link is between the entrepreneurs 

and their customers and suppliers.   

Government Support. The link between the microenterprises and the government is also 

moderately strong. Manufacturing firms can benefit more in terms of technological assistance than 

firms that are engaged in trading or service provision.  

 

Drivers of Growth of Microenterprises 

Binomial Logistics Regression Analysis was used to determine the drivers of growth of 

microenterprises. As a result, only five variables can significantly affect the growth of 

microenterprises. The variables belong to the 3 dimensions: 1 from the entrepreneur’s personal 

profile; 3 from the internal dimension and 1 from the external dimension. This result was based on 

the retention variable with significant value equal to or less than 5 percent.  

(Model 2) ln (Gi / (1- Gi) = -15.361+ 3.773P13 - 2.921ID48 + 5.729ID52 + 4.673D60 +4.475E13 

+ 0                         

where, 
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P13 I like to invest in business even under risky condition 

ID48 Sets aside money for future expansions 

ID52 Records all transaction in the books of accounts 

ID61 Entrepreneur acts as sales person 

E13 Seeks information about the business from government agencies 

 

The model derived from Step 6 (Appendix F) has a “goodness of fit” based on the 

significant value of .000 and .059, respectively, in the Omnibus Tests of Model Coefficients and 

Hosmer and Lemeshow Test.  The values of Cox & Snell R Square and Nagelkerke R Squate 

suggest that 61 percent and 81.9 percent of the variability is explained by this set of variables. 

 

Entrepreneur’s Personal Profile Drivers Significantly Affecting the Growth of 

Microenterprises 

Only one variable from the entrepreneur’s personal profile was considered significant. “I 

like to invest in business even under risky condition” with significant value of 0.041 was accepted. 

This is one of indicators of risk-taking propensity personality trait. 

The B-value for this variable is 3.773. This indicates that a unit increase in the risk-taking 

propensity of the entrepreneur results in 377.3 percent more likelihood that the business will 

experience growth. 

 

Internal Dimension Drivers Significantly Affecting the Growth of Microenterprises 

There are three variables under this dimension that significantly affect the growth of 

microenterprises: (1) sets aside money for future expansion with a significant value of .027; (2) 

record all transactions in the book of accounts with significant value of .032; and (3) entrepreneur 

acts as sales person with significant value of .023. The variable “set aside money for future 

expansion” has a negative B-value of -2.921. A unit increase in the amount of money set aside for 

future expansion results in 292.1% declining likelihood of growth.  

For the two other significant variables (records all transactions in the book of accounts and 

entrepreneur acts as sales person), the B-values are positive, 5.729 and 4.672, respectively. This 

suggests that a unit increase in the frequency of recording transactions in the book of accounts 

results in 572.9 percent more likelihood that the microenterprise will experience growth. On the 

other hand, a unit increase in the frequency of entrepreneurs acting as sales person results in 467.2 

percent more likelihood of growth. 

 

External Dimension Drivers Significantly Affecting the Growth of Microenterprises 

In external dimension, the major driver that influences growth of microenterprise is seeking 

information about the business from government organization with a significant value of .032. The 

B-value of this variable is 4.475. A unit increase in the frequency of microenterprises seeking help 

from government agencies in the conduct of business results in 447.5 percent more likelihood of 

growth. 

 

Dimension that Significantly Affects the Growth of Microenterprises 

Among the 3 dimensions, internal dimension has the highest number of drivers that can 

significantly affect the growth of microenterprises. Furthermore, the highest resulting likelihoods 

come from this dimension. Thus, internal dimension can significantly drive the growth of 

microenterprises. 
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Summary of Findings 

 

Based on the study, majority of the microenterprises experienced no growth. Majority of 

the business entrepreneurs are at their prime age ranging from 36 to 55 years old. A gender gap 

exists between business entrepreneurs. Majority of the business entrepreneurs are female. In terms 

of educational attainment, most of the business entrepreneurs or 66.7% are college graduate. 

Business entrepreneurs, 84.4%, lack attendance in seminars and trainings.  

The business entrepreneurs have “Very High Degree,” of need of achievement, and self 

efficacy and display “High Degree” of internal locus of control and risk-taking propensity. 

Majority or 57.8% of the microenterprises are still at the early stage of existence and 60% of them 

are engaged in service provision. Most or 77.8% of the establishments are owned by single 

entrepreneurs. Major sources of capital are savings and loans. Seventy-seven percent (77%) of the 

microenterprises started with a capital of P 500,000 and below. Presently, 60% of the 

microenterprises still have a capital of P 500,000 and below while the remaining 40% increased 

their capital and even 4% graduated from being a microenterprises to a small sized business, 

exceeding the P 3,000,000 maximum cap. Almost 50% of the microenterprises generated average 

annual sales of P 250,000 and below.  

Good management practices are being practiced by the microenterprises. The level of finance and 

bookkeeping practices mean is “good.” For marketing practices, the overall rating is good. The 

overall rating on the level of information technology practices is 2.53 or good. Businesses often 

use internet in the conduct of their business but very seldom in terms of using business software.  

The link between the entrepreneurs and their personal and business network is moderately 

strong. The tie between the government and microenterprises is also moderately strong. 

Microenterprises with entrepreneurs that have high risk-taking propensity are more likely 

to experience growth. Recording all transactions in the book of accounts and when entrepreneur 

acts as sales person have positive effect on the growth of microenterprises. The more that 

microenterprises practice these drivers, the more likely they can experience growth. On the other 

hand, the more funds are being set aside for future expansion, the less likely that the 

microenterprises can experience growth. Microenterprises that seek help from the government in 

relation to their business are more likely to experience growth. Internal dimension has greater 

effect in the growth of microenterprises. 

 

Conclusions 

 

Microenterprises did not experience growth since the start of operation. There is a positive 

relationship between risk-taking propensity and growth of microenterprise. Record keeping and 

personal selling of entrepreneurs are positive drivers of growth. However, setting aside funds for 

future expansion can negatively affect the growth of microenterprises. Internal dimension can 

bring more impact to the growth of microenterprises. Thus, the Resource-Based View that 

contends that internal factors are more important than external factors is supported by this study.  
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Recommendations 

 

On the basis of the findings and conclusions, the following recommendations are offered: 

1. For technical aspect, future studies may include employees as respondents for lesser biases 

in terms of evaluating the level of practices. Sales growth may also be used together with 

employment growth in determining factors that may affect the success of microenterprises. 

2. Since internal dimensions are more important, entrepreneurs should enhance their internal 

practices by attending seminars and trainings, among other things.  

3. The government should also widen its reach to microenterprises so that many can access 

its entrepreneurial assistance. One of the drivers of growth is access to government assistance. 
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