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ABSTRACT

	Micro, Small, and Medium Enterprises (MSMEs) play a vital role in economic development, and digital technology has emerged as a critical factor in enhancing their business performance. This study explored how digital technology, particularly online transactions and technology acceptance and use, predicts MSME business performance. Using a quantitative approach, data were collected from 322 MSMEs through a structured survey. Statistical analyses, including correlation and multiple regression, were conducted to determine the relationships between the independent variables and business performance. Findings indicated that MSMEs perceive online transactions as significant, particularly in technology, people, product and process. The study also revealed that MSMEs rated online transactions as significant, technology acceptance and use as partially accepted, and business performance as good. Correlation analysis shows strong positive relationships between online transactions and technology acceptance with business performance. Multiple regression results confirm that both factors significantly predict business performance, with technology acceptance and use showing a stronger effect. These findings highlight the importance of digital transformation in improving revenue and growth of employees. The finding of the study suggests that MSMEs may invest in digital infrastructure, enhance digital literacy, and adopt strategic policies for sustainable growth in the digital economy. Future research may explore additional external factors influencing MSME performance in an evolving technological landscape. 
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1. INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) are the fundamental backbone of the Philippine economy, constituting over 99% of all businesses and providing 63% of the nation's employment. These enterprises, ranging from micro (1–9 employees) to medium (100–199 employees), drive competition and efficiency across industries, significantly shaping economic growth. However, their expansion is often hampered by significant challenges including limited access to finance, underdeveloped infrastructure, and low investment in research and development (Philippine Institute for Development Studies, 2021).
The digital transformation of these enterprises presents a powerful solution to these obstacles. The adoption of digital tools—such as e-commerce platforms, digital payments, and social media marketing—can streamline operations, reduce costs, and open access to larger markets (Bughin et al.; 2018). While this shift offers immense opportunities for improved efficiency and competitiveness, MSMEs face unique barriers to adoption, including limited resources, a lack of technical expertise, and resistance to change. Understanding this dynamic is crucial for developing strategies to help Philippine MSMEs thrive in the digital age (Westerman et al., 2014; Schwab, 2016; Hess et al., 2016). 
Theoretical frameworks such as Schumpeter’s Theory of Creative Destruction and the Unified Theory of Acceptance and Use of Technology (UTAUT) highlight how innovation and technology adoption can drive competitiveness and sustainability. While large companies often have the resources to harness these benefits, MSMEs in the Philippines require stronger support from government initiatives, training, and infrastructure to fully embrace digital transformation. 
This research aims to investigate how digital technology impacts the business performance of Micro, Small, and Medium Enterprises (MSMEs) in Cagayan de Oro City's food and beverage sector. The study will specifically analyze how these businesses assess their use of online transactions (in terms of technology, people, product, and process) and their acceptance of technology (based on performance expectancy, effort expectancy, social influence, and facilitating conditions). It then seeks to determine if significant relationships exist between these factors and two key measures of business performance—revenue and employment growth—and to identify which variables are the strongest predictors of success.
The findings of this study are intended to be highly beneficial, providing a framework to help MSMEs themselves improve their digital adoption and operations. The results will also offer valuable insights for the Department of Trade and Industry (DTI) to shape targeted support policies and for future researchers to build upon. Ultimately, by understanding the link between digital tools and performance, the research seeks to foster a more resilient and competitive MSME sector, which drives local economic growth, job creation, and community development.

2. methodology 

2.1 Research Design 
This study used a causal and descriptive correlational research design. By statistical analysis, a descriptive correlational study methodology was applied to find and characterize factors and their interactions with other variables. This method let the researcher investigate the conditions and experiences of the participants (Stangor & Walinga, 2021). The causal research design aimed to evaluate the strength of the links between the variables and identify which one affected the dependent variable. It also aimed to pinpoint the independent factors most significantly connected to the dependent variable (Singh, 2020). In order to find the best predictor of the results, a quantitative method was also used to assess the factors (Creswell, 2009).
2.2 Research Environment 
This research was conducted in Cagayan de Oro City, a major metropolitan hub in the Philippines, chosen for its dynamic blend of traditional and modern businesses and its ongoing digital transformation. This environment provided an ideal setting to examine how the acceptance and use of technology influences business performance.
The city's economic landscape is overwhelmingly shaped by Micro, Small, and Medium Enterprises (MSMEs), which constitute over 99% of its 27,598 registered businesses. These enterprises are the backbone of the local economy, employing 89% of the city's workforce (104,655 people) across various sectors and generating over PHP 52 billion in total sales.
2.3 Respondents and Sampling Procedure 
This study focused on owners or managers of food and beverage Micro, Small, and Medium Enterprises (MSMEs) in Cagayan de Oro City who were knowledgeable about using digital technology tools. Eligible respondents had to be at least 18 years old, operate a registered business from the city's 2022 official list, and be capable of participating. Those unwilling to consent or unable to respond were excluded.
To ensure a representative sample, the researchers used simple random sampling, giving every eligible business an equal chance of being selected. The specific sample size was calculated using Cochran's formula to achieve statistical accuracy and reliability for the population. The final analysis was conducted on a sample of 322 complete and valid responses to ensure the reliability and accuracy of the study's findings.
2.4 Research Instrument 
The study used a carefully designed data-gathering instrument that combined established frameworks to evaluate both digital technology use and business performance. It integrated the Department of Trade and Industry's (DTI) MSME Toolkit with the Unified Theory of Acceptance and Use of Technology (UTAUT) as outlined by Venkatesh, Morris, Davis, and Davis (2003), to assess factors influencing technology adoption. Furthermore, to quantity business performance, a research instrument from Jesus and Villanueva (2022) and Habib, Sheikh, and Nabi (2018) was adapted. 
To ensure accuracy, the instruments underwent a rigorous validation process. They were reviewed by academic and industry experts and then pilot-tested with 30 local food and beverage MSMEs. The pilot test results, which showed a high reliability, with a Cronbach’s alpha of 0.927, indicated the instruments were consistent but also revealed a need for revisions before the final data collection.
2.5 Data Gathering Procedure 
The researcher gathered a list of registered micro-businesses from the local government's Business Permit and Licensing Office (BPLO) to identify the study population. Participants were then randomly selected from this list. Recruitment was conducted through personal and online invitations to accessible business owners. Data was collected using two methods: an online questionnaire sent via Google Forms and direct messaging, and physical questionnaires for in-person participants. All participants received an Informed Consent Form, and completed surveys were sent directly to the researcher to ensure privacy. Finally, the collected data was exported to statistical software for analysis.
2.6 Statistical Treatment of the Data
The researchers used statistical software to analyze the data. They employed descriptive statistics (like mean and standard deviation) to summarize the data for the first three research problems. To identify relationships between variables like online transactions and business performance, they used Pearson’s correlation. For the final problem, which aimed to predict business performance, they used multiple regression analysis.

3. results and discussion

3.1 MSMEs Online Transactions

As shown in Table 1, the results indicate that MSMEs recognize the importance of digital transformation across four key dimensions. 

Table 1. Mean and Standard Deviation of Online Transactions
	Online Transactions
	Mean
	Standard Deviation

	People
	2.89
	0.88

	Product
	2.96
	0.87

	Process
	2.80
	0.99

	Technology
	2.86
	0.98

	Overall
	2.88
	0.93












For people (M=2.89), they emphasize continuous digital training and adoption of digital payment tools to maintain competitiveness and operational efficiency (Vey et al., 2017; Bresnahan et al., 2019), while enhancing transaction security and customer satisfaction (Kim et al., 2019; Humbani & Wiese, 2019). In product (M=2.96), businesses prioritize innovation and data-driven customer insights to differentiate offerings and capture market opportunities (Drucker, 2014; Chesbrough, 2020), leveraging analytics for informed decision-making (Laudon & Traver, 2020; Kotler & Keller, 2021). For process (M=2.80), cybersecurity and automatio are critical for safeguarding data, ensuring compliance (Von Solms & Van Niekerk, 2013; Whitman & Mattord, 2021), and improving operational scalability (Davenport & Ronanki, 2018; Laudon & Laudon, 2021). Finally, in technology (M=2.86), MSMEs value scientifically grounded solutions to enhance efficiency, innovation, and resilience (Brynjolfsson & McAfee, 2017; Chesbrough, 2020), with advanced machinery driving productivity and long-term competitiveness (Porter & Heppelmann, 2015; Slack & Brandon-Jones, 2018). Collectively, these findings underscore a strategic shift toward integrated digital adoption to foster agility, security, and sustainable growth.

3.2 MSMEs Technology Acceptance and Use

It can be viewed in Table 2 that based on the Unified Theory of Acceptance and Use of Technology (UTAUT) framework, surveyed MSMEs demonstrated moderate to partial acceptance across all constructs influencing their adoption of digital payment platforms like GCash, PayMaya, and GrabPay.

Table 2. Mean and Standard Deviation of Technology Acceptance and Use

	Technology Acceptance and Use
	Mean
	Standard Deviation

	Performance Expectancy
	2.90
	0.93

	Effort Expectancy
	2.82
	0.99

	Social Influence
	2.78
	0.98

	Facilitating Conditions
	2.76
	0.99

	Overall
	2.76
	0.99











MSMEs recognized the strong performance expectancy (M=2.90) of these tools, valuing their usefulness in enhancing operational efficiency, financial transparency, and customer satisfaction (Dahlberg et al., 2015; Kim et al., 2019; Humbani & Wiese, 2019). The effort expectancy (M=2.82) was also affirmed, as user-friendly designs and intuitive interfaces made the platforms easy to learn and use (Humbani & Wiese, 2019; Kim et al., 2019), aligning with national digitalization efforts (DTI, 2024). Social influence (M=2.78) played a key role, with adoption driven by peer pressure and the practical advocacy of influencers within professional networks (Venkatesh et al., 2012). Finally, facilitating conditions (M=2.76), including system compatibility and technical support, were deemed crucial for seamless integration and sustained usage, reducing barriers and building confidence in digital transactions (Parasuraman et al., 2005; Kim et al., 2019). Collectively, these findings highlight the multifaceted drivers of digital payment adoption among MSMEs, emphasizing the interplay of practical utility, ease of use, social dynamics, and institutional support in fostering digital transformation.

3.3 MSMEs Business Performance

Presented in Table 3 is the summary of indicators of business performance. It shows that MSMEs demonstrated positive business performance, with moderate satisfaction in their revenue (M=2.83) driven by sales growth and target achievement, enabled by strategic planning and market responsiveness (Chesbrough, 2020; Kotler & Keller, 2021). Simultaneously, strong employee growth (M=2.86) resulted from investments in comprehensive benefits and training, which enhanced productivity, retention, and organizational resilience (Armstrong & Taylor, 2020; Noe, 2020). These findings underscore the interconnection between financial performance and workforce development, where revenue gains facilitate reinvestment in human capital, while a skilled and satisfied workforce drives further growth, customer satisfaction, and long-term competitiveness (Dessler, 2020).

Table 3. Mean and Standard Deviation of Business Performance
in terms of Revenue and Growth of Employees

	Business Performance
	Mean
	Standard Deviation

	Revenue
	2.83
	0.94

	Growth of Employees
	2.86
	1.00

	Overall
	2.85
	0.97



3.4. Relationship between Online Transaction and Technology Acceptance and Business Performance

The correlation analysis presented in Table 4 reveals that both online transactions (r=0.670, p<0.01) and technology acceptance (r=0.715, p<0.01) have a strong, statistically significant positive relationship with MSME business performance. These strong relationships indicate that MSMEs adopting online transaction systems experience enhanced efficiency, expanded customer reach, and improved financial management (Laudon & Traver, 2020; Kotler & Keller, 2021), while technology acceptance drives operational efficiency, productivity, and innovation (Venkatesh et al., 2012; Laudon & Laudon, 2021).



Table 4. Correlation Analysis on Online Transaction and
Technology Acceptance Versus Business Performance

	Independent Variables
	Dependent Variable:  Business Performance

	
	Correlation Coefficient
	p-value
	Interpretation

	Online Transaction
	.670**
	.000
	Significant

	Technology Acceptance
	.715**
	.000
	Significant


** Correlation is significant at the 0.01 level (2-tailed)

The findings are supported by contemporary research demonstrating that digital adoption enables market expansion, improves competitiveness, and enhances firm performance through improved strategic orientation and innovation capabilities (Singh, 2020). This confirms that digital transformation is crucial for MSME growth and sustainability in evolving markets.

3.5 Independent Variables Predicts Business Performance

Table 5 presents the Regression analysis which reveals that both online transactions and technology acceptance are significant predictors of MSME business performance, with the model explaining 56.6% of its variance (Adjusted R² = 0.566, p < 0.001). Technology acceptance (β = 0.483, p < 0.001) is the strongest predictor, followed by online transactions (β = 0.334, p < 0.001). The regression equation *Y = 0.168 + 0.404(Online Transaction) + 0.539(Technology Acceptance)* indicates that a one-unit increase in technology acceptance leads to a 0.539-unit improvement in performance, while a one-unit increase in online transactions results in a 0.404-unit gain.

Table 5. Regression Analysis on Online Transaction and
Technology Acceptance Versus Business Performance

	Independent Variable
	Dependent Variable:  Business Performance

	
	Unstandardized Beta Coefficient
	Std. Error
	Std. Beta Coefficient
	t-value
	p-value
	Interpretation

	(Constant)
	.168
	.135
	
	1.250
	.212
	---

	Online Transaction
	.404
	.062
	.334
	6.523
	.000
	Significant

	Technology Acceptance
	.539
	.057
	.483
	9.448
	.000
	Significant

	R = .754              Adj R2 = .566              SE = .357              F-value = 210.496              p-value = .000


This underscores that while digital transactions enhance operational efficiency and market reach (Laudon & Traver, 2020; Chaffey & Ellis-Chadwick, 2019), broader technology integration—such as automation and data analytics—drives greater scalability, innovation, and long-term competitiveness (Venkatesh et al., 2012; Kotler & Keller, 2021). The findings emphasize that digital transformation is essential for MSME growth, necessitating investments in training, infrastructure, and policy support to maximize adoption and performance outcomes.

4. Conclusion

The study is fundamentally grounded in a well-established body of literature that validates and proves the framework of this study, aligning theoretical insights with the collective perceptions of MSME respondents. Empirical data and prior research consistently demonstrate that digital dimensions, such as online transactions and technology acceptance, significantly influence business performance. This alignment between theory and practice reinforces the study’s framework, capturing the critical interactions that drive MSME success in the digital economy. The model revealed that both independent variables are significantly related to and predictive of business performance, with technology acceptance and use exerting the strongest influence. It further demonstrated how each component ranging from people and product innovation to performance expectancy and facilitating conditions contributes uniquely to the overall performance of MSMEs. 
This study affirms the relevance of digital transformation models and technology adoption theories, which underpin the relationships explored. The findings offer substantial evidence that MSMEs who embrace digital tools, foster a culture of innovation, and support employee readiness for technology achieve improved outcomes in revenue and workforce development. These digital practices are no longer optional; they are critical drivers of growth, adaptability, and competitiveness in a modern business environment. As such, MSMEs must not only adopt digital solutions but also embed them strategically in their operations to sustain long-term success. The results of this study underscore the importance of empowering MSMEs with the tools, training, and support necessary to thrive in an increasingly digital economy.

5. RECOMMENDATIONS

Based on the findings of this study, several targeted recommendations are proposed to enhance digital adoption and performance across multiple sectors. For the community, local development initiatives should integrate digital business education and entrepreneurship seminars to equip both new and existing MSME owners with essential technological skills, while grassroots efforts should promote digital literacy and improve access to training tools. Businesses, particularly micro and small enterprises, should proactively invest in digital transformation by developing critical skills among employees—such as data analytics, cybersecurity, and digital marketing—and automating routine processes to boost efficiency. Forming strategic alliances with larger firms and fostering a culture of innovation and adaptability will further accelerate their competitiveness. For the Department of Trade and Industry (DTI), tailored digital support programs—including localized training, mentorship, financing, and e-commerce toolkits—are essential, alongside partnerships with educational and technology institutions to scale efforts effectively. MSMEs are encouraged to systematically assess their digital readiness, leverage government resources, and engage in continuous training and peer networking to embed technology strategically across their operations. Finally, future researchers should build on this study through sector-specific case analyses, longitudinal designs, and qualitative investigations to explore evolving digital trends, adoption barriers, and long-term impacts on MSME resilience and profitability.
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