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Abstract- Numerous books, articles, and research
have been written about the effects of cashless
payments on customer behavior. However, fewer
research has been done to evaluate how the
aforementioned payment method affects a
company's financial risks. This study aimed to
determine the relationship between business profile
and financial risks of cashless payment methods
among Small and Medium Enterprises in Nagcarlan,
Laguna. The study also investigated the relationship
between the business profile of SMEs and the
financial risks of cashless payment methods. A
descriptive-correlational method of research in a
quantitative design was used to determine correlation
between variables. The instrument was validated
through a Cronbach alpha, resulted in 0.90, 0.73 and
0.72 which indicates a good and acceptable index of
reliability. Survey questionnaires served as a tool to
draw facts about the relationship between business
profile and financial risks in the SMEs. Based on the
research findings, most of the business profiles
(years of operation, number of employees, and
monthly income) does not correlate to the financial
risks of using cashless payment methods, particularly
fraudulent transactions and liquidity risks. Hence,
only the type of cashless payment methods correlates
to the financial risks of cashless payment methods.
The researchers proposed an action plan primarily
focused on various campaign that will serve as an
awareness to the small and medium enterprises. The
study will provide valuable insights for small and
medium-sized enterprises and serve as the basis for
strategies to reduce the financial risks associated
with cashless payment methods. This research opens
avenues for future research by conducting an
analysis on a particular cashless payment method
regarding its weaknesses and cyber security aspects
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to use as a basis for creating strong security
measures.

Indexed Terms- SMEs, financial risks, cashless
payment methods, financial security, business
profile, years of operation, number of employees,
estimated income, gcash, paymaya, bank transfer,
paypal, debit cards, fraudulent transactions, security
risk, liquidity risk

l. INTRODUCTION

Nowadays, payment methods have a significant role in
daily business transactions. The payment methods
have evolved significantly as e-commerce and digital
services became popular. The consumers have now an
option for their payment method in purchasing
products or services. Although digital payment
methods like e-wallets, and mobile payments have
grown in popularity, cash is still frequently used for in-
person transactions in our daily lives. In 2020, a
pandemic occurred in the world that gives people
restrictions from social interactions and this gives rise
to the use of cashless payment methods in purchasing
goods and services. Since more people have grown
wary of handling real money, the spread of cashless
payments has surged. People no longer have to carry
cash or worry about withdrawing cash from the ATM
machine. They can use their smartphones to make
payments which is more convenient and safer. This is
often used in online shopping. Numerous books,
articles, and research have been written about the
effects of cashless payments on customer behavior.
However, fewer research has been done to evaluate
how the aforementioned payment method affect a
company's financial security, due to this, the
researchers chose to look into whether there is a
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significant relationship between the business profile
and financial security.

1. THEORETICAL FRAMEWORK

The study An Empirical Analysis of Cashless Payment
Systems for Business Transactions by Mahfuzur
Rahman, lzlin Ismail, Shamshul Bahri, and
Muhammad Khalilur Rahman in 2022 adopted Roger's
diffusion of innovation theory (DOI) to predict factors
influencing the adoption of cashless payment systems.
Roger first proposed the theory in 1962, providing an
explanation of how innovation spreads gradually
among members of a social organization. This theory
emphasizes the  characteristics of innovation and
helps explain the rise of cashless payment when
customers want convenient transactions and
businesses seek new profit opportunities. The
importance of this theory in cashless payment systems
is determined by how quickly society is prepared to
accept a cashless payment method through the
innovation processes and consequently, cashless
payment adoption differs in different societies.

The Unified Theory of Acceptance and Use of
Technology (UTAUT) states that four main elements
can affect a consumer's intent to adopt a technology:
performance expectancy, effort expectancy, social
influence and facilitating condition. The theory has
demonstrated that UTAUT is more effective than other
models currently available. A model was constructed
that combined trust, social influence, self-efficacy, and
perceived security into the Unified Theory of
Acceptance and Use of Technology (UTAUT). This
model test revealed that perceived usefulness and ease
of use are factors in the acceptance of mobile payment,
as well as the attitudes and intentions of consumers
being influenced by perceived security and trust.
Later, UTAUT 38 and Hofstede’s cultural dimensions
to analyze the effect of national cultural values on the
intention to use mobile payment in Qatar. Oliveira,
Thomas, Baptista, and Campos (2016) further
developed a model by extending UTAUT and DOI.
The empirical test, conducted in Portugal, found that
compatibility,  perceived technology  security,
performance expectations, innovativeness, and social
influence have direct and indirect effects on the
adoption of mobile payment.
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I1l.  RESEARCH QUESTION OR RESEARCH
HYPOTHESIS OR PROBLEM
STATEMENT

This study focused on determining the relationship
between the business profile and the financial risks of
cashless payment methods among Small and Medium
Enterprises. Specifically, this sought to answer the
following questions: (1) What is the business profile of
the SMEs in terms of years of operation, number of
employees, estimate income, (1.1) type of cashless
payment method? GCash, PayMaya, PayPal, Debit
Cards, Bank Transfer (2) To what extent are the
respondents aware of the following financial risks
of cashless payment methods? Fraudulent transaction,
Security risk, Liquidity risk (3) Is there a significant
relationship between the business profile and the
financial risks of cashless payment methods among
Small and Medium Enterprises? (4) Based from the
findings, what financial security campaign may be
proposed?

IV. DATA AND METHODS

The study made of used of quantitative research and
utilized a descriptive correlational approach. The
study took place in Nagcarlan Laguna where the
respondents are SME owners or managers. The
Purposive sampling technique was used to select the
appropriate size of the populations. The sample size of
199 respondents was obtained using the Raosoff
Calculator.

V. RESULTS

The business profiles of the SMEs in terms of years of
operation, number of employees, estimated income,
and type of cashless payment methods were treated
statistically using frequency and presented visually
using clustered columns and funnel chart.
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Figure 3. Business Profile of the SMEs in terms of
Years of Operation

Figure 3 shows the business profile of the SMEs in
terms of years of operation. The range four to six (4-
6) years got the highest frequency of fifty-nine (59) or
29.65% of the total respondents. Second is the range
one to three (1-3) years with a frequency of fifty-eight
(58) or 29.15% of the total respondents. Third is the
range of seven to nine (7-9) years with a frequency of
forty-two (42) or 21.11% of the total respondents.
Fourth is the range more than nine (9) years with a
frequency of twenty-four (24) or 12.06% of the total
respondents. The range less than a year got the lowest
frequency of sixteen (16) or 8.04% of the total
respondents. The findings indicate that most of the
SMEs started before the pandemic era (year 2020).

According to Nawaiseh (2020), new firms are more
profitable and grow faster than large ones because they
can create new jobs, achieve local growth, innovate
new work procedures, and train their employees, but
long-lived firms with pooled resources, extensive
experience, a better reputation in the marketplace, and
a large amount of information can overcome
difficulties and work efficiently. The age of the firm is
an essential factor in determining its performance.
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Figure 4. Business Profile of the SMEs in terms of
Number of Employees
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Figure 4 shows the business profile of the SMEs in
terms of numbers of employees. The range of one to
two (1-2) employees got the highest frequency of one
hundred twenty (120) or 60.3% of the total
respondents. Second is the range of three to four (3-4)
employees with a frequency of fifty-five (55) or
27.64% of the total respondents. Third is the range of
five to six (5-6) employees with a frequency of
fourteen (14) or 7.04% of the total respondents. Fourth
is the range of seven to eight (7-8) employees with a
frequency of six (6) or 3.02% of the total respondents.
The range more than eight (8) got the lowest frequency
of four (4) or 2.01% of the total respondents. The
findings indicate that most of the small and medium
enterprises (SMEs) around the public market of
Nagcarlan, Laguna operates with one to two (1- 2)
employees.

According to Moshin (2023), number of employees
can have a significant impact on a business’s revenue,
profitability, and growth potential. Furthermore, small
businesses face challenges related to limited access to
funding and intense competition, which can affect
their ability to hire and retain employees. Similar to
Cronuts (2021), indicates that when a company
increases its employee’s numbers, it may face several
challenges. Some of the problems that may arise
include difficulties in communication and managing a
larger team, maintaining the company culture,
ensuring compliance with legal regulations, and
dealing with potential conflicts and issues that arise
among employees.
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Figure 5. Business Profile of the SMEs in terms of
Estimated Income

Figure 5 shows the business profile of the SMEs in
estimated income. The range of ten thousand one to
fifteen thousand (10,001 — 15,000) pesos got the
highest frequency of sixty-three (63) or 31.66% of the
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total respondents. Second is the range of fifteen
thousand one to twenty thousand (15,001 — 20,000)
pesos with a frequency of fifty-two (52) or 26.13% of
the total respondents. Third is the range of five
thousand to ten thousand pesos (5,000 — 10,000) with
a frequency of thirty- nine (39) or 19.6% of the total
respondents. Fourth is the range of more than twenty
thousand (20,000) pesos with a frequency of thirty-
three (33) or 16.58% of the total respondents. The
range less than five thousand (5,000) pesos got the
lowest frequency of twelve (12) or 6.03% of the total
respondents. The findings indicate that most of the
SMEs around the public market of Nagcarlan, Laguna
has an estimated monthly income of ten thousand one
to fifteen thousand (10,001-15,000) pesos.

Similar to other companies, SMEs want to make as
much money as possible. The abilities, function, and
contribution of SMEs vary from sector to sector and
country to country. SMEs encounter a variety of
issues, just like other companies, which occasionally
hinder their profitability and expansion. Having a
knowledgeable and capable business manager is
essential to the firm in order to handle the frequent,
quick changes in the business environment. Given the
aforementioned situation, the pertinent and intriguing
question to be taken into account at this time would be
variables to assure the success and profitability of the
SMEs sector in Nigeria. As a result, the empirical
analysis of the variables influencing SMEs'
profitability will be examined in this study (AlProject
Hub, 2020).
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Figure 6. Business Profile of the SMEs in terms of
Type of Cashless Payment Methods

Figure 6 shows the business profile of the SMEs in
terms of the type of cashless payment methods that the
SMEs around the public market used. There are one
hundred ninety-eight (198) SMEs that uses GCash as
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cashless payment methods, fifty-two (52) SMEs are
using PayMaya. Meanwhile, there are nineteen

(19) SMEs that uses Paypal, six (6) are using Bank
Transfer and lastly five (5) SMEs are using Bank
Transfer as their cashless payment method. The result
indicates that most of the SMEs around the public
market of Nagcarlan, Laguna are using GCash as their
cashless payment.

According to Eli (2019), a recent study conducted by
The Nielsen Company shows that 4.9 million out of the
country's 6.4 million mobile wallet remitters, or 76%,
utilize GCash. GCash services more Filipinos for
cashless transactions, making them the favorite E-
wallet provider. Cashless transfers are described as the
use of any device or instrument to send and receive
money online, including bank transfers. Filipinos who
use cashless transactions currently account for 19
percent, or 9.3 million, of the projected total 49 million
who perform money transfers. Overseas remittances
utilize GCash to send money to loved ones in the
Philippines. As a mobile wallet, GCash provides
simple cash-in and cash-out options through debit card
and connected bank accounts, as well as offline at 7-
Eleven, MLhuillier, MoneyGram, and a variety of
other locations. You may also utilize the CLIQQ booth
at participating 7-Eleven locations or download the
CLIQQ app to receive incentives. According to the
report, users of mobile wallets prefer GCash since it
charges minimal or no service costs for digital
transactions. With the recent launch of GCash
Customer Protect, a program that provides
compensation for unauthorized financial transactions
on their GCash app, GCash on Messenger, or GCash
Mastercard platforms caused by incidents such as
stolen mobile phones or identity theft, GCash also
provides users with increased security and peace of
mind when using the app.

e Extent of the Respondents’ Awareness on the
Financial Risks of Cashless Payment Methods
The extent of the respondents’ awareness on the
financial risks of cashless payment methods in terms
of fraudulent transactions, security risks, and liquidity
risks were treated statistically using mean and standard

deviation and presented visually in tabular form.
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Table 1. Extent of the Respondents’ Awareness on the Financial Risks of Cashless Payment Methods in terms
of Fraudulent Transactions

INDICATOR MEAN SD REMARKS

1. | understand what constitutes a fraudulent

transaction. 454 0.60 Strongly Agree

2. | understand that fraudulent transactions can

occur on my accounts without my consent. 4.38 0.68 Strongly Agree

3. I believe that reporting fraudulent transactions

promptly can limit my liability for losses. 4.36 0.69 Strongly Agree

4. | am aware that it is important to regularly

monitor my financial statements for any suspicious4.39 0.71 Strongly Agree

activity.

5. | understand that promptly reporting

suspicious

transactions can help prevent further losses and4.37 0.73 Strongly Agree

mitigate potential damage.

OVERALL 441 0.68 STRONGLY AGREE
Table 1 shows the extent of the respondents’ of the financial risks caused by fraudulent

awareness on the financial risks of cashless payment
methods in terms of fraudulent transactions.

According to the previous table, the extent of the
respondents’ awareness on the financial risks of
cashless payment methods in terms of fraudulent
transactions has an average mean of 4.41 with a
standard deviation of 0.68 and is interpreted as
Strongly Agree. The respondents claimed that they
understand what constitutes a fraudulent transaction
with the highest mean of 4.54 and a standard deviation
of 0.60 and was interpreted as Strongly Agree,
whereas they also mentioned that they believe that
reporting fraudulent transactions promptly can limit
their liability for losses with the lowest mean of 4.36
and a standard deviation of 0.69 and was interpreted
as Strongly Agree. This means that the respondents
very much understand the importance of being aware

transactions.

In relation to this, a study of PutriSKGmAB and
Sumitra (2020) which aims to examine and evaluate
the impact of digital wallets on small enterprises. The
findings show that digital wallets have a significant
impact on small enterprises. The use of digital payment
methods has grown in acceptance and is now widely
used. Technology advancements lead to solutions inthe
form of payment applications that serve as platforms
for microbusinesses to enable trade. Digital wallets are
available to make their users' lives easier. The use of
digital wallets in electronic payment systems has
increased efficiency, decreased the fraud caused by
counterfeit money, and innovated the payment system,
all of which have an impact on the growth of sales.
Making payments or transactions for products and
services through electronic media is made easier with
the use of digital wallets.

Table 2. Extent of the Respondents” Awareness on the Financial Risks of Cashless Payment Methods in terms of
Security Risks

INDICATOR MEAN SD REMARKS

1. | believe that my personal data is securely

stored and protected by the organization I interact

with (e.g., bank, online platforms, government 4.35 0.79 Strongly Agree

agencies, etc.).
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2. | believe that my financial information is more

secure when stored digitally compared to physical4.22 0.77 Strongly Agree
documents.

3. | am concerned about the security of my

financial data when making mobile payments. 4.09 0.90 Agree

4. My personal information is unsafe with cashless

payment method because they are widely accepted

in a wide range of businesses and locations. 411 0.95 Agree

5. | take active steps to protect my financial

information (e.g., using strong passwords, two-4.33 0.82 Strongly Agree
factor authentication).

OVERALL 4.22 0.85 STRONGLY AGREE

Table 2 shows the extent of the respondents’
awareness on the financial risks of cashless payment
methods in terms of security risks.

According to the previous table, the extent of the
respondents’ awareness on the financial risks of
cashless payment methods in terms of security risks
has an average mean of 4.22 with a standard deviation
of 0.85 and is interpreted as Strongly Agree. The
respondents claimed that they believe that their
personal data is securely stored and protected by the
organization they interact with (e.g., bank, online
platforms, government agencies, etc.)” with the
highest mean of 4.35 and a standard deviation of 0.79
and was interpreted as Strongly Agree, whereas they
also mentioned that they are concerned about the
security of their financial data when making mobile

payments with the lowest mean of 4.09 and a standard
deviation of 0.90 and was interpreted as Agree. This
means that the respondents very much understand the
importance of being aware of the financial risks
caused by security risks.

This is further supported by Dr. S. Yuvaraj and Sheila
Eveline N. (2018), mobile wallets are the second most
popular form of payment among consumers, following
credit/debit cards. Customers were influenced towards
cashless transactions due to factors such as preferences
for convenience, privacy, and security. These
considerations were the driving forces behind cashless
transactions, and it was discovered that consumers
were sufficiently aware of the security risks involved.

Table 3. Extent of the Respondents’ Awareness on the Financial Risks of Cashless Payment Methods in terms of
Liquidity Risks

INDICATOR MEAN SD REMARKS
1. Cashless payment methods introduce new liquidity risk
factors that need to be carefully managed. 4.19 0.84 Agree
2. Cashless payment methods have the potential to create
liquidity shortages in certain scenarios. 3.96 1.00 Agree
3. When | use cashless payment methods, | feel more secure
about the safety of my company's finances. 4.19 0.79 Agree
4. The use of cashless payment systems has increased the
growth potential for my company. 4.25 0.80 Strongly Agree
5. Financial security against liquidity risk is at a high3.92 0.97 Agree
degree.
OVERALL 4.10 0.89 AGREE
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Table 3 shows the extent of the respondents’
awareness on the financial risks of cashless payment
methods in terms of liquidity risks.

According to the previous table, the extent of the
respondents’ awareness on the financial risks of
cashless payment methods in terms of liquidity risks
has an average mean of 4.10 with a standard deviation
of 0.89 and is interpreted as Agree. The respondents
claimed that the use of cashless payment systems has
increased the growth potential of their company with
the highest mean of 4.25 and a standard deviation of
0.80 and was interpreted as Strongly Agree, whereas
they also mentioned that the financial security against
liquidity risk is at a high degree with the lowest mean
of 3.92 and a standard deviation of 0.97 and was
interpreted as Agree. This means that the respondents
understand the importance of being aware of the
financial risks caused by liquidity risk.

This is further supported by Garrido (2022), liquidity
risk is the capability of a company to meet its short-
term debts based on its current liquid assets. To reduce
liquidity risk, companies should maintain sufficient
cash on hand, access loans and diversify funding
sources, and be able to convert liquid assets into cash
quickly.

o Test of Relationship between the Business Profile
and the Financial Risks of Cashless Payment
Methods

In order to test the relationship between the business
profile and the financial risks of cashless payment
methods, the data gathered by the researchers were
computed electronically and treated statistically using
Pearson product-moment correlation.

Table 4. Test of Relationship between the Business Profile and the Financial Risks of Cashless Payment Methods in
terms of Years of Operation

BUSINESS FINANCIAL RISKS R- VALUE P-VALUE DEGREE OF
PROFILE ANALYSIS CORRELATION
Fraudulent Not Significant ~ Very Low Correlation
Transactions -0.073 0.305
Years of Not Significant ~ Very Low Correlation
Operation Security Risks -0.019 0.788
Not Significant ~ Very Low Correlation
Liquidity Risks 0.113 0.110

As shown in the table above, the computed r-values
between the business profile in terms of years of
operation and the financial risks in terms of fraudulent
transactions (r =-0.073), security risks (r =-0.019), and
liquidity risks (r = 0.113) are all showing very low
correlations, further supported by the computed p-
values of 0.305, 0.788, and 0.110 among the respective
variables which are all much greater than the level of
significance (o = 0.05). The statistical values indicate
that there is no significant relationship between the
years of operation and the financial risks of cashless
payment methods.

This is further supported by Nawaiseh (2020), stated
that the years of operation of the firm is an essential
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factor in determining its performance. New firms are
more profitable and grow faster than large ones
because they can create new jobs, achieve local
growth, innovate new work procedures, and train their
employees, but long-lived firms with pooled
resources, extensive experience, a better reputation in
the marketplace, and a large amount of information
can overcome difficulties and work efficiently. The
age of the firm is an essential factor in determining its
performance.
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Table 5. Test of Relationship between the Business Profile and the Financial Risks of Cashless Payment Methods in
terms of Number of Employees

BUSINESS FINANCIAL RISKS R- VALUE P- VALUE DEGREE OF
PROFILE ANALYSIS CORRELATION
Fraudulent Not Significant Very Low Correlation
Transactions -0.003 0.962
Number of Not Significant Very Low Correlation
Employees Security Risks 0.051 0.471
Not Significant Very Low Correlation
Liquidity Risks -0.023 0.744

The computed r-values between the business profile in
terms of number of employees and the financial risks
in terms of fraudulent transactions (r = -0.003),
security risks (r = 0.051), and liquidity risks (r = -
0.023) are all showing very low correlations, further
supported by the computed p-values of 0.962, 0.471,
and 0.744 among the respective variables which are all
much greater than the level of significance (o = 0.05).
The statistical values also indicate that there is no
significant relationship between the number of
employees and the financial risks of cashless payment
methods.

This is further supported by Cronuts (2021), When a
company increases its employee’s numbers, it may
face several challenges. Some of the problems that
may arise include difficulties in communication and
managing a larger team, maintaining the company
culture, ensuring compliance with legal regulations,
and dealing with potential conflicts and issues that
arise among employees. As the number of employees
increases, it may require new tools and strategies to
keep everyone connected and on the same page.

Table 6. Test of Relationship between the Business Profile and the Financial Risks of Cashless Payment Methods in
terms of Monthly Income

BUSINESS FINANCIAL RISKS R- VALUE P-VALUE DEGREE OF

PROFILE ANALYSIS CORRELATION
Fraudulent Not Significant  Very Low Correlation
Transactions 0.118 0.098

Monthly Income Very Low Correlation
Security Risks 0.146 0.039 Significant

Not Significant  Very Low Correlation

Liquidity Risks 0.068 0.337

The computed r-values between the business profile in
terms of monthly income and the financial risks in
terms of fraudulent transactions (r = 0.118), security
risks (r = 0.146), and liquidity risks (r = 0.068) are all
showing very low correlations, further supported by
the computed p-values of 0.098 for fraudulent
transactions and 0.337 for liquidity risks which are
both greater than the level of significance (a = 0.05).
On the other hand, the computed p-value of 0.039
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between monthly income and security risks is lower
than the level of significance. The statistical values
indicate that there is no significant relationship
between the monthly income and the financial risks of
cashless payment methods, except security risks.

This is further supported by AlProject Hub (2020),
Similar to other companies, SMEs want to make as
much money as possible. The abilities, function, and
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contribution of SMEs vary from sector to sector and
country to country. SMEs encounter a variety of
issues, just like other companies, which occasionally
hinder their profitability and expansion. Having a
knowledgeable and capable business manager is
essential to the firm in order to handle the frequent,
quick changes in the business environment. Given the

aforementioned situation, the pertinent and intriguing
question to be considered at this time would be
variables to assure the success and profitability of the
SMEs sector in Nigeria. As a result, the empirical
analysis of the variables influencing SMES'
profitability will be examined in this study.

Table 7. Test of Relationship between the Business Profile and the Financial Risks of Cashless Payment Methods in
terms of Type of Cashless Payment Methods

BUSINESS FINANCIAL RISKS R- VALUE P-VALUE DEGREE OF

PROFILE ANALYSIS CORRELATION
Fraudulent
Transactions 0.263 0.000 Significant Low Correlation

Type of Cashless

Payment Methods Security Risks 0.277 0.000 Significant Low Correlation
Liquidity Risks 0.210 0.003 Significant Low Correlation

The computed r-values between the business profile in
terms of type of cashless payment methods and the
financial risks in terms of fraudulent transactions (r =
0.263), security risks (r = 0.277), and liquidity risks (r
= 0.210) are all showing low correlations, while the
computed p-values of 0.000, 0.000, and 0.003 among
the respective variables are all much lower than the
level of significance (a = 0.05). The statistical values
indicate that there is a significant relationship between
the type of cashless payment methods and the financial
risks of cashless payment methods.

This is further supported by Mohamed et al. (2020)
which is conducted in Kemaman found that the most
important aspect influencing market adoption of
cashless payments is ‘perceived Ease of Use', followed
by perceived ‘usefulness’. The study found that a
cashless society in Kemaman was viable in view of the
fact that it was easy to use and learn. Their results
showed that cashless payments in the country allure
more consumers to transact and it has been shown that
payments via mobile or e-wallets have been part of
their daily lives.

Overall results show that most of the business profiles
(years of operation, number of employees, and
monthly income) does not correlate to the financial
risks of using cashless payment methods, particularly
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fraudulent transactions and liquidity risks. On the other
hand, only the type of cashless payment methods
correlates to the financial risks of cashless payment
methods. Hence, it fails to reject the null hypothesis.
Therefore, there is no significant relationship
between the business profiles and the financial risks
of cashless payment methods among small and
medium businesses profiles and the financial risks
of cashless payment methods among small and
medium businesses.
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