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Abstract- The study aimed to determine the extent of microfinance services on poverty alleviation in Arakan Valley 
Complex particularly Arakan, Antipas & Pres. Roxas Municipality, North Cotabato, Mindanao, Philippines. The respondents 
were 200 clientele of the two microfinance lending institution namely Sta. Catalina Credit Cooperative and Cooperative 
Bank of Cotabato. The result of the study revealed that the management practices, access to loans, mobility, mode of 
repayment, monitoring & intervention of the lending institution three years back were rated often by the respondents, 
meaning it was frequently experienced and adapted. Through microfinancing there was improvement contributed to the 
respondent life status. Relationship of socio-economic status with monthly income before and economic growth revealed 
significant results. The extent of microfinance services and the economic growth of the respondents is related significantly; 
mobility, monitoring, management practices, access to loans, mode of repayment, education & training and intervention had 
significant influence on economic growth of the respondents. Monthly income before had highly significant influence on 
economic growth. The Sta. Catalina Credit Cooperative showed better performance on its services that contributed economic 
growth in the life status of the respondents that alleviate poverty compared to Cooperative Bank of Cotabato. Furthermore, 
microfinancing had a vital influence in reducing poverty, which consequently helped addressing food security and improved 
the social relations of the respondents. It was also showed that it helped lessen the vulnerability to economic risk because it 
helped poor in diversifying their sources of income, building up physical, human as well as social asset, pertained to good 
money management, reestablished the household based income and assets. 
 
Keywords: Poverty, Alleviation, Microfinancing, Services, Economic growth, Cooperative Bank of Cotabato, Sta. Catalina 
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I. INTRODUCTION 

 
Poverty has always remained a critical social problem 
that calls to be addressed. Poverty incidence is the 
number of households living below the poverty 
threshold. Income gap data is one of the indicators 
that will probably design program that will help 
poverty [17]. The role of finance has been viewed as 
a critical element for the development of small and 
medium-sized enterprises. Financial tools and 
training empower entrepreneurs to build business, 
support their families and transform their 
communities.More generally the development of 
small & medium enterprise is seen as accelerating the 
achievement of wider economic and socio-economic 
objectives, including poverty alleviation. [16]. 
Microfinance operations are now considered as one 
of the most promising tools in focusing on poverty in 
different developing countries. The interest with 
microfinancing derives from the fact that the 
provision of financial services can contribute to 
poverty reduction, at the same time, pass the 
sustainability. Finally, it is the interest of this study to 
undertake a survey for the assessment of the 
microfinance services offered by Sta. Catalina and 
CBC, its extent on the development of its respondents 
as to their status in life alleviated or not. 

 
Research Design 
Descriptive-correlative method was used in this 
study. The data was presented in detailed descriptions 
to determine the extent of microfinance services of 
the lending institution on poverty alleviation of the 

respondents and it was correlative because it 
determined the significant influence of the socio-
demographic status and the microfinance services 
with poverty alleviation of the respondents in Arakan 
Valley Complex. 

 
Locale of the Study 
This study was conductedin Arakan Valley complex 
namely: Arakan Municipality, Antipas Municipality, 
and Pres. Roxas Municipality in the Province of 
Cotabato, Mindanao, Philippines, Mindanao, 
Philippines. 

 

 
Figure 1. Map showing the study area 
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Respondents of the Study 
The respondents of the study were domestic clientsof 
the microfinance institutions in the three (3) 
municipalities of the Arakan Valley Complex. The 
sample respondents were selected through stratified 
sampling technique utilizing proportional allocation 
of a total of 100 respondents per institution. 

 
Research Instrument 
A survey questionnaire was formulated in deriving 
the data needed in this study. The questionnaire 
consisted of three (3) items.  Part I, consisted of 
socio-economic status in terms of age, gender, marital 
status, residency, educational attainment, number of 
dependent, income (before), main source of income, 
other source of income and financing availed of the 
respondent; Part II gauged the extent of microfinance 
services by the institution such as Sta. Catalina and 
CBC. The content was tested for its reliability using 
Cronbach’s test. Part III, contained the poverty 
alleviation status measured by the economic 
condition of the respondents 3 years after availing of 
the funds from the microfinance institution such as 
Sta. Catalina Credit Cooperative and the Cooperative 
Bank of Cotabato (CBC). 
 
Data Gathering Procedure 
Aletter was served to the lending institution and local 
government unitto formally ask permission in 
conducting this research study. Right after the 
approval obtained, domestic residence as respondents 
was chosen at random and quota sampling for the 
community members based on the list of the 
microfinance institution. Lastly, the researcher 
administered a questionnaire to the respective 
respondents. 
 
II. RESULT AND DISCUSSIONS 
 
Socio-Economic Status of the Respondent 
This area of research study discusses the monthly 
income before, main source of income, income 
frequency, and financing availed of the respondents. 

Table 1 reflects the socio-economic status of 
the respondents. Data show that their monthly income 
before they engage into lending wasP5,500.00 and 
above and after the respondents engaged into lending 
their main source of income was business. The 
income frequency shows daily and most of the 
respondents financing availed was sari-sari 
store.Participatory approach realized that poor as well 
as the lower income group are facing major problems 
to access credit [3]. Due to lack of capital, the poor 
are tied to low productivity, usually self-employed 
economic activities. In this regards, microfinance 
program is generally perceived as one of the practical 
and attractive means for providing accessibility of the 
poor to credit, and hence reducing poverty and 
achieving development objectives [2]. 

 

Table 1. Socio- economic status of the respondents 

 
 
Extent of Microfinance services  
Table 2 shows the extent of microfinance services of 
lending institutions in terms of management 
practices, education & training, access to loans, 
mobility, mode of repayment, monitoring and 
intervention of the microfinance services of the 
lending institutions. 
 The management practices of the lending 
institution are often provided to their client. [19] 
stated that keeping accurate data is useful in 
providing information to a firm owner regarding the 
truthful financial condition and results of operation of 
an enterprise. Furthermore, he stated that it assist the 
owners to determine whether the decisions made are 
consistent with the goals and take appropriate actions. 
 
Education and Training 
Result reveals that the respondents rated often in 
terms of education and training on giving instruction 
on how to save money, identifying of financial needs, 
analyzing on how to meet financial goals, helping 
beneficiaries in identifying strategies to increase 
profit and 
 
on education and training they rated often on giving 
instruction on how to save money.Based on the 
statement of [8] if the poor are to ever come out for 
their poverty, they need to be adequately informed 
and given the chance to demonstrate their risk 
taking/s) abilities and create wealth for 
themselves.The positive effect of education may be 
explained by the fact that education increases 
economic opportunities of a person and also the 
capability to manage and save a fund and business 
[5]. 
 
Access to Loans 
The statements on the access to loans such as 
accounts balance inquiry and information, allowing 
increase of loans to barrowers with good standing, 
and provides long terms loans were rated often. 
 
It implies that on the extent of microfinance services 
of lending institution in terms of access to loans is 
often accessible on the accounts balance inquiry and 
information. According to [12] easy access to loan 
depends on the satisfaction performed by their clients. 
And [21] also stated that SMEs that have participated 
and received microfinancing before are very likely to 
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apply for and receive microfinancing in the future 
again.Microfinance gives access to financial and non-
financial services to low-income people, who wish to 
access money for starting or developing an income 
generation activity [15]. Microfinance came into 
being from the appreciation that micro-entrepreneurs 
and some poorer clients can be „bankable‟, that is, 
they can repay, both the principal and interest, on 
time and also make savings, provided financial 
services are tailored to suit their needs [9] as cited by 
[6]. 

 
Mobility 
Results indicated that were sometimes moving 
towards online system, integration of mobile banking, 
and electronic financial transaction. 
Findings imply that moving towards online system 
was rated often. According to [4] thus 
commercialization of microfinance may work as an 
effective tonic here to bring our poor people out of 
the vicious circle of poverty. Online system provides 
convenient to clients and able to save time in 
processing their transactions that somehow give them 
extra time for other load of work that they can still 
earned additional income, according to the personal 
interview to some entrepreneurs [18]. 
 
Mode of Repayment 
The mode on repayment of the respondents was rated 
often as todetermine the respondent repayment 
capability, elaborate the cash flow, and determine the 
value of beneficiary’s balance sheet (assets, liability 
& owners equity. 

It implies that on the determination of the 
respondent repayment capability, the institution 
allows them to renew other loans because they pay on 
time their amortization. 
 According to[22] that social collateral also 
works through reputational effects on group member 
in which repayment of loan is seen by the group 
member’s as necessary to maintain their social 
standing in the community. 

 
Monitoring 
The extent of microfinance services of lending 
institution in terms ofmonitoring were rated often 
onloan utilization check,personal profile 
investigation, andreviewing of existing plans. 
It implies that on the microfinance services of lending 
institutions in terms of monitoring was rated often. 
According [10] that to Micro-credit is not a miracle 
cure that can eliminate poverty in one fell swoop. But 
it can end poverty for many and reduce its severity 
for others through monitoring done by the micro-
financing institution. Combined with other innovative 
programs that unleash people‘s potential, micro-credit 
is an essential tool in our search for a poverty-free 
world. On lending transactions the organization will 
have to worry about dire consequences of doing 
otherwise, normally it will establish a system data 

base that will take care of compliance. Consequently, 
there is a need for management to know how the 
various clients implement the requirements for 
compliance especially in availing something and if 
they are capable to perform their obligations [12]. 
 
Intervention 
The microfinance services of the lending institution 
was rated often in terms of intervention most 
particularly on the extensions and refinancing of 
loans after needs analysis, special collection visits 
and restructuring terms of loan repayments. The 
result further reveals that extensions and refinancing 
of loans after needs analysis was rated often. The 
economic interpretation to this is that Micro credit 
availability has a positive relationship with improved 
living standards of the recipients of these micro 
credits. If the poor have access to micro credit and it 
is efficiently utilized, no matter how small it is, it will 
significantly increase their productive activity and as 
such make their living standard better. If they cannot 
have access to these micro credit, they would not be 
able to expand their business, increase their 
productive activities and improve on their standard of 
living according to [7]. [20] stated that small medium 
entrepreneurs that have participated and received 
microfinancing before with good standing are very 
likely to apply for and receive microfinancing in the 
future again. 

Table 2 Extent of microfinance services of lending institution 

 
Poverty Alleviation 
 
Contribution of microfinance on poverty alleviation of 
the respondentsin terms of their Economic Growth  
It show in Table 3 that the contribution of 
microfinance on poverty alleviation of the 
respondents in terms of their Economic Growth rated 
often by the respondents of the two institutions 
specifically contributes improvements in their life 
status, able to send their children to school, able to 
attend/participate community gathering, able to save 
in the bank, able to extend help to others, able to buy 
extra needs, able to purchase/provide wants, and able 
to purchase assets. 
The results may imply that the respondent rated often 
with the weighted mean of 4.05, and according to 
[20] that the World Bank stated; Poverty is an income 
level below some minimum level necessary to meet 
basic needs. This minimum level is usually called the 
“poverty line”. What is necessary to satisfy basic 
needs varies across time and societies. Therefore, 
poverty lines vary in time and place, and each country 
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uses lines which are appropriate to its level of 
development, societal norms and values.The result of 
the study conducted by[6]mentioned that there is a 
significant effect of microfinance institutions in 
alleviating poverty by increasing income and 
changing economic status of those who patronize 
them. Their study concludes that microfinance 
institution is indeed a potent strategy of poverty 
reduction and a viable tool for providing credit to the 
poor. 
 
Table3.Contribution of microfinance on povertyalleviation of 

the respondents in terms of theirEconomic Growth 

 
 
Relationship of Socio-Economic statuswith Economic 
Growth 
Table 4 shows the relationship of socio-economic 
status with economic growth of the respondents. The 
analysis revealed that socio-economic status such as 
monthly income before significantly related to 
economic growth with correlation coefficient of 
0.250 specifically Sta. Catalina Credit Cooperative. 
Positive relationship implies a linear relationship that 
is “increase of the socio-economic factor in terms of 
monthly income would mean increase of economic 
growth. For instance, as the member become older 
and attained higher education, their economic growth 
would also be increased as indicated.The best 
predictors of economic growth were monthly income 
before and financing availed. 
According to [11], increases in productivity are the 
major factor responsible for per capita economic 
growth – this has been especially evident since the 
mid-19th century. Most of the economic growth in 
the 20th century was due to increased output per unit 
of labor, materials, energy, and land (less input per 
widget). The balance of the growth in output has 
come from using more inputs. Both of these changes 
increase output. The increased output included more 
of the same goods produced previously and new 
goods and services. 
Such as when number of dependents increase there is 
a tendency the economic status of the respondent 
become low based on the result of the respondents 
answered during the interview. 

Table 4. Relationship between socio-economic status and 
economic growth of the respondents 

 
** highly significant* significant at 5% level 
Relationship between the extent of microfinance 
services and the economic growth 
 
Table 5 presents the relationship between the extent 
of microfinance services and the economic growth of 
the respondents which discloses that all variables of 
microfinance services were highly related 
significantly results on both lending institutions such 
as mobility, monitoring, management practices, 
access to loans, mode of repayment, education & 
training, and intervention. The null hypothesis which 
is microfinance services do not significantly influence 
on poverty alleviation measured in terms of economic 
growth is rejected. 
 According to [1], Microfinance services 
assist the poor to be aware of the opportunities that 
can be explored for good entrepreneurship. The 
literate people are more competent in skill acquisition 
and management of the business entities as [13] also 
stated. And, if the poor have access to micro credit 
and it is efficiently utilized, no matter how small it is, 
it will significantly increase their productive activity 
and such make their living standard better, [8]. 
 

Table 5. Relationship between the extent of microfinance 
services and the economic growth of the respondents 

 

 
** highly significant 
Influence of socio-demo with economic growth 
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Data on Table 6 shows the influence of socio-
economic status with economic growth. It indicates 
thatmonthly income before (t=3.655**, prob. = 
0.000) and income frequency (4.914**, prob. =0.000) 
had highly significant influence on economic growth. 
The coefficient of determination (R2) which is 0.240 
explained that only 24% of the variation on socio-
economic status had effect with economic growth 
(R2=0.240). The remaining 97.60% was accounted to 
other variables not found in the model.Microfinance 
institution had a significant impact on the poor as 
sources of credit and contributing to their economic 
enhancement in terms of growth of business capital 
and stock accumulation [21]. 
 

Table 6.Influence of socio-economic status with economic 
growth 

 
R2 = 0.240        F = 5.977**         Prob. = 
0.000 n=200 
Influence of the Microfinance Services with the 
Economic Growth  
Table 7 indicates the influence of microfinance 
services with the economic growth. The best 
indicators includesmobility with (t=4.371**, prob. = 
0.000) and monitoring (t=3.105**, prob. =0.000) hasa 
highly significant influence on economic growth; 
education and training (t=2.047*, prob. = 0.000), and 
intervention (t=2.423*, prob. = 0.000) which has 
significanton economic growth as well. 
 Coefficient of determination (R2) which is 
0.602 explained that only 60.20% of the variation on 
microfinance services with the economic growth and 
found out to be the best predictors (R2=0.602) such as 
education & training, mobility, monitoring and 
intervention. The remaining 38.80% was accounted 
by other variables not included in the 
model.According to [7] that lack of proper education 
therefore manifests poverty and education therefore 
serves as the major ingredient for human capacity 
building that can enhance entrepreneurship to reduce 
poverty. 
 

Table 7.Influence of the microfinance services with the 
economic growth of the respondents 

 
 
CONCLUSIONS 
 
Based on the findings of the study, the following 
conclusions were drawn: 

The economic status of the respondent in 
terms of monthly income before was P 5,500.00 and 
above, business was their main source of income, 
their income frequency was daily bases and sari-sari 
store mostly financing availed.The extent of 
microfinance services of lending institution were 
rated often. There were improvements in the 
respondents’ life status through microfinance. There 
was significant relationship between socio-economic 
status with economic growth and had highly 
significant relationship between the extent of 
microfinance services and the economic growth of 
the respondents. 

Socio-economicstatus as to monthly income 
before and income frequency had highly significant 
influence on economic growth of the respondents. 
Extent of microfinance services as to mobility and 
monitoring had highly significant while 
education/training and intervention had a significant 
extent on poverty alleviation as to economic growth 
of the respondents.The microfinance institution 
referred to Sta. Catalina Credit Cooperative showed 
better performance on its services to the respondents 
that contributed economic growth in their life 
statusthat alleviate poverty compared to Cooperative 
Bank of Cotabato,Mindanao, Philippines. 

Therefore it is concluded that 
microfinancing had a vital influence in reducing 
poverty which consequently helped in contributing 
food security and improved the social relations of the 
respondents. 

 
RECOMMENDATIONS 
 
Based on the mentioned findings of the study, it is 
recommended that: 
1.) A conduct of regular assessment on the economic 

status of clients to avoid the drifting away from 
the focus on the poor and low income 
households. 
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2.) A conduct of review targeting procedures to 
know whether these are correctly; identifying the 
intended clients for microfinance to be an 
effective poverty-alleviation tool. 
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