INTERNATIONAL JOURNAL OF MULTIDISCIPLINARY: APPLIED

BUSINESS AND EDUCATION RESEARCH

2026,Vol. 7,No. 1,210 - 234
http://dx.doi.org/10.11594 /ijmaber.07.01.19

Financial Management Practices and Financial Accounting Standards
Compliance Among Micro and Small Enterprises in Selected Cities of Cavite

Nicole Ashley Singson®, Crissamiene Nazarre C. Cabacungan, Hazel Jhem Abutin, Jannah
Marie Bacotoy, Kim Aaron Lurcha, Cyren Jade S. Digal, Kyle Raine Paraiso, Sophia Marie
Arayata, Jaysi T. Corpuz, Maria Cristina L. Desepida, Maria Isolde R. Sustrina, Florindo C.
[lagan, Elizabeth D. Bigalbal, Betsy Rose S. Fidel

College of Economics, Management and Development Studies, Cavite State University, Indang
Campus, Cavite, 4122, Philippines

Article history: ABSTRACT

Submission 02 December 2025

Revised 30 December 2025 This study examined the relationship between Financial Man-

Accepted 23 January 2026 agement Practices (FMP) and compliance with Financial Accounting
Standards (FAS) among Micro and Small Enterprises (MSEs) in

*Corresponding author: Dasmarifias, Imus, and General Trias, Cavite. It provides insights into

E-mail: how MSEs can enhance their financial practices and accounting com-

nicoleashley.singson@cvsu.edu.ph  pliance to achieve microenterprises sustainability and accurate fi-
nancial reporting. A descriptive-correlational research design was
employed, utilizing primary data collected from 384 Department of
Trade and Industry (DTI) registered MSE owners and managers
through online and printed questionnaires. Responses were meas-
ured using a four-point Likert scale, and the relationship between
FMP and FAS compliance was analyzed using Spearman’s Rho cor-
relation. The results showed that MSEs exhibited a high level of fi-
nancial management practice and a high degree of compliance with
financial accounting standards. Inventory management emerged as
the most frequently practiced FMP, while the Statement of Profit or
Loss (SPL) was the most prepared financial statement. When
grouped according to business profile, no significant differences
were found in the level of FMP implementation or FAS compliance.
However, a strong and statistically significant positive relationship
was observed between FMP and FAS compliance. In conclusion, the
findings indicate that effective financial management practices con-
tribute to higher levels of compliance with financial accounting
standards among MSEs, regardless of business profile. MSEs that
consistently apply sound financial management practices are more
likely to produce accurate and reliable financial statements.

How to cite:

Singson, N. A, Cabacungan, C. N. C,, Abutin, H. ], Bacotoy, J. M., Lurcha, K. A, Digal, C. ]. S, Paraiso, K. R, Arayata, S. M,,
Corpuz,]. T, Desepida, M. C. L., Sustrina, M. I. R,, Ilagan, F. C., Bigalbal, E. D., & Fidel, B.R. S. (2026). Financial Management
Practices and Financial Accounting Standards Compliance Among Micro and Small Enterprises in Selected Cities of
Cavite. International Journal of Multidisciplinary: Applied Business and Education Research. 7(1), 210 - 234. doi:
10.11594/ijmaber.07.01.19


mailto:nicoleashley.singson@cvsu.edu.ph

Singson et al, 2026 / Financial Management Practices and Financial Accounting Standards Compliance Among Micro and Small Enterprises

Keywords: Financial performance, Financial reporting standards,
Financial statement, Financial transparency, Microenter-

prises

sustainability, MSE accounting, Regulatory

compliance

Background

Micro, Small, and Medium-sized Enter-
prises (MSMEs) are significant players in eco-
nomic development in the Philippines, com-
prising (99.63%) of all registered businesses
(Philippine Statistics Authority, 2023). They
drive economic growth by reducing poverty,
promoting innovation, and providing employ-
ment. Despite their vital role in the business en-
vironment and economy, MSMEs still encoun-
ter challenges, particularly in financial manage-
ment due to limited access to financial re-
sources and lack of knowledge and awareness
of financial accounting standards (Sappor, Sar-
pong, & Seini, 2022; Widasari, Furniawan, Pa-
niran, & Mufidah, 2024).

In order to promote long-term growth, li-
quidity, and minimize risks related to changing
markets, Financial Management Practices
(FMP) are essential. The FMP such as cash, in-
ventory, and payable management allows MSEs
to make informed decisions and maximize their
resources (Widasari, Furniawan, Paniran, &
Mufidah, 2024; Morgate, Villanueva, & Ma-
ranan, 2025). However, MSMEs often struggle
with FMP because of lack of awareness and
knowledge on accounting standards (Aziz &
Zoraya, 2024; Ines, 2025). FMP supports com-
pliance with Financial Accounting Standards
(FAS) that helps in ensuring that the manage-
ment is transparent and has increased access to
external funding (Nida, Adyatma, & Edwindra,
2024). FAS includes producing financial state-
ments such as Statement of Financial Position
(SFP), Statement of Profit or Loss (SPL), and
Statement of Cash Flows (SCF). On the other
hand, poor implementation of FMP influences
the quality of financial reporting which can re-
sult in misstatements and non-compliance with
the standards (Placido, Buduan, De La Cruz, &
Reynon, 2024).

The Securities and Exchange Commission
in 2018 adopted the Philippines Financial Re-
porting Standards for Small Enterprises (PFRS
for SEs) to promote financial reporting. Micro
enterprises are not required but encouraged to

follow the same standard. Hence, many MSEs
lacked proper practices and adherence with the
standard that caused threat to their long-term
sustainability (Barbosa, 2021; Borromeo, Cer-
vantes, & Sumicad, Jr., 2024). Additionally,
compliance was found to be different depend-
ing on the locality and availability of resources.
MSMEs in different places in the Philippines
show moderate to lower compliance to FAS
(Placido, Buduan, De La Cruz, & Reynon, 2024;
Anoos et al,, 2020). These differences create a
geographical gap in competitive business envi-
ronments, like Cavite, which has a high number
of established and registered MSMEs over the
last few years.

The study aims to assess the level of FMP
implementation and the level of FAS compli-
ance of Micro and Small Enterprises (MSEs) in
the selected cities in Cavite, recognizing its role
in the economic development in the Philip-
pines. Specifically, it seeks to analyze how FMP
such as cash, inventory, and payable manage-
ment relate to compliance with financial state-
ments including SFP, SPL and SCF. The study
aims to support MSMEs in making financial de-
cisions while promoting transparency and ac-
countability through enhanced compliance
with FAS.

Objectives of the study
The main objective of this study was to ex-

amine the relationship between Financial Man-

agement Practices and Financial Accounting

Standards Compliance of MSEs in selected cit-

ies of Cavite. The study specifically aimed to:

1. Identify the business profile of MSEs in se-
lected cities of Cavite according to business
size, business sector and yearsin operation.

2. Assess the level of implementation of finan-
cial management practices among MSEs in
the selected cities of Cavite in terms of cash
management, payable management, and in-
ventory management.

3. Determine the level of compliance of MSEs
with financial accounting standards in
terms of Statement of Financial Position,
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Statement of Profit or Loss and Statement
of Changes in Cash Flows.

4. Analyze the difference in the financial man-
agement practices when MSEs are grouped
according to their business profile.

5. Analyze the difference in the financial ac-
counting standards compliance when MSEs
are grouped according to their business
profile.

6. Examine the relationship between the level
of implementation of financial manage-
ment practices and level of compliance
with financial accounting standards among
MSEs in the selected cities of Cavite.

Hypotheses

The study formulated the following hypoth-
eses which were:

Ho1: There is no significant difference in the
financial management practices of MSEs in the
selected cities of Cavite when grouped accord-
ing to their business profile.

Ho2: There is no significant difference in the
financial accounting standards compliance of
MSEs in the selected cities of Cavite when
grouped according to their business profile.

Hos: There is no relationship between the
level of implementation of financial manage-
ment practices and level of compliance with fi-
nancial accounting standards among MSEs in
the selected cities of Cavite.

Theoretical Framework

This research is anchored in the following
theories:

The Financial Management Theory of
Brigham and Ehrhardt (2013) states that man-
agerial decisions have a direct impact on organ-
izations' success or failure. These include profit
maximization, managing cash flows, managing
accounts payable, and achieving organizations
objectives (Brigham and Ehrhardt, 2013; Poer-
namawatie, Hastut, Fitria, & Ma'roep, 2023).

The Positive Accounting Theory devel-
oped by Watts and Zimmerman (2006) de-
scribed that managers select accounting poli-
cies based on perceived costs and benefits

while still adhering to market and regulatory
constraints. Businesses choose accounting
standards to reflect both financial performance
and reporting requirements.

The Institutional Theory of Organization
requires an organization to comply with social
rules and requirements and adopt standard-
ized accounting and practices to establish cred-
ibility and receive stakeholder trust and sup-
port. Institutional pressures and values also
have an impact on organizational practices
(Chowdhury, 2021; Rahaman, 2019; Tharmini
and Lakshan, 2021).

These theories provide a theoretical frame-
work explaining the relationship between FMP
and FAS compliance of MSEs in Cavite. The Fi-
nancial Management Theory supports the im-
plementation of FMP by emphasizing that man-
agerial decisions such as managing cash and
payables directly influence business efficiency
and success. While Positive Accounting Theory
explains the compliance of MSEs with FAS sug-
gesting that managers select accounting poli-
cies based on perceived costs and benefits. In-
stitutional theory further supports FAS compli-
ance by suggesting that organizations comply
with accounting standards to gain credibility
and stakeholder trust. Thus, these theories sug-
gest that while effective FMP comes from man-
agements decisions, compliance with FAS is
shaped by perceived benefits and institutional
pressures, which provide a strong theoretical
foundation for the present study.

Conceptual Framework

Figure 1 illustrates the variables of the
study. The business profile of MSEs serves as an
independent variable as it is used to determine
the differences in both FMP and FAS compli-
ance of MSE which are the dependent variables.
The study aims to analyze the differences in
these dependent variables when MSEs are
grouped based on their business profile.
Furthermore, the study aims to examine the re-
lationship between the level of implementation
of FMP and the level of FAS compliance of MSEs.
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Figure 1. Conceptual Framework

Definition of Terms

The following are the operational defini-
tions of critical terms used in the study:

Micro and Small Enterprises (MSEs). In
this study, MSEs refer to specific managed busi-
nesses that meet the standard classifications
based on their number of employees.

Financial Management Practice. It refers
to the process adapted by businesses in manag-
ing their transactions such as cash, payables,
and inventory.

Cash Management. It refers herein to the
practice of meticulously managing the record-
ing and tracking of financial transactions for
cash inflows and outflows.

Payable Management. This term is used in
the study to describe the practice of systematic
documentation of an enterprise's payables
aligned with internal control, such as maintain-
ing the proper and accurate recording of every
payable.

Inventory Management. As used in this
study, this is about systematic recording of in-
ventories and proper investigation of their
quantities at the end of the period, ensuring
that all records match correctly and accurately.

Financial Accounting Standards Compli-
ance. It is about the principles and practices
that the enterprise owners must adhere to in
proper preparation of financial statements,
namely, Statement of Financial Position, State-
ment of Profit or Loss, and Statement of Cash
Flows.

Statement of Financial Position. It refers
to the proper presentation of all assets, liability,
and equity of an enterprise according to ac-
counting standards.

Statement of Profit or Loss. It refers to the
proper presentation of profit and loss of an en-
terprise according to accounting standards.

Statement of Cash Flows. It refers to the
proper presentation of cash inflows and out-
flows of an enterprise according to accounting
standards.

Financial Transparency. This refers to the
openness and honesty of MSEs in recording and
presenting its financial transactions. It shows
that the financial condition of the MSEs is easy
to understand and assess.

MSE Accounting. This refers to the use of
basic accounting practices and processes by
micro and small enterprises in recording, clas-
sifying, and reporting their financial transac-
tions.

Regulatory Compliance. This refers to the
compliance of micro and small enterprises with
existing laws, PFRS for SEs, and financial ac-
counting standards required in the preparation
and submission of their financial statements.

Literature Review

MSEs in the Philippines and Cities of Cavite
Business profiles (business size, sectors,

and years in operation) provide important in-

formation about business enterprises. Decision

makers and stakeholders can determine the

success, contribution, and challenges of MSEs
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by considering these aspects. The economic de-
velopment of the Philippines relies on MSMEs.
Profiling MSEs in selected cities in Cavite high-
lights their relevance in local development and
suggests gaps in the existing literature.

Business Size. The Department of Trade
and Industry (DTI) classifies enterprises as
“micro” with one to nine employees and
3,000,000 pesos or less assets; and “small” with
10 to 99 employees and 3,000,001 pesos to
15,000,000 pesos assets. MSMEs account for
66.97% of total employment; hence, they affect
income and economic growth. Southeast Asia
has 70 million MSMEs, according to the Associ-
ation of Southeast Asian Nations (2020, as cited
in Panwar, 2022).

Business Sector. Different sectors provide
jobs and help the relationship between locals
and visitors. Data from the DTI Business Name
Registration in November 2025 showed that
Dasmarinas, Imus, and General Trias had the
most registered MSEs in Cavite. The data also
showed the top five Philippine Standard Indus-
trial Classification (PSIC) Codes for (1) Retail
Trade, (2) Food and Beverages, (3) Services, (4)
Real Estate, and (5) Manufacturing.

Years in Operation. A small number of
studies have dealt with comparing the differ-
ence between new and well-established
MSMEs, their FMP, and FAS. Placido, Buduan,
De La Cruz, & Reynon (2024) suggests that
there is a lack of studies in this field. Barbosa
(2021) noticed that the MSEs are struggling
with the FAS and FMP because they are in de-
velopment and lack proper experience. Oppo-
sitely, Deligero and Ballados (2025) state that
the duration of time a MSEs has been in opera-
tion is unrelated to its FMP. Both new and es-
tablished have shown that they follow similar
patterns. How the FMP of MSMEs and their reg-
ulatory compliance with FAS differs is still un-
determined and studying this can be crucial, es-
pecially in the fast-growing province of Cavite.

Financial Management Practices (FMP) of
MSEs

The major determinant of business’ success
no matter what the industry is the way in which
owners and managers handle their operations.
Economic theory identifies numerous factors

that affect this, but sound FMP is the most sig-
nificant. MSEs performance will improve if they
become more experienced in their financial
management (Kaino, Mburu, & Kiragu, 2025).

FMP facilitates the wise use of resources,
which in turn ensures a smooth operation of
the business and obeying with the law (Placido,
Buduan, De La Cruz, & Reynon, 2024 &
Prawestri, 2024). MSEs mostly use cash, paya-
bles, and inventories through various systems
that help maintain correct records and trans-
parent reporting. A large number of businesses
experience difficulties because of their una-
wareness or use of improper methods in FMP,
although there has been an agreement among
past studies that effective FMP is very essential.
Researchers gathered a significant amount of
information on FMP. But there is still limited
knowledge of how these practices can influence
sustainability with regards to the management
of cash, payables, and inventories in Cavite.
Since good FMP can lead to economic growth,
this research work is concerned with how busi-
nesses in Cavite are applying these practices
and the kind of impact they have on the local
economy.

Cash Management. Cash, indeed, is the
lifeblood of a business. According to Aguilar et
al. (2024), the performance of businesses can
be improved through proper cash manage-
ment. The lack of it allows the rest of the oper-
ations to fail easily. Onyango and Muchira
(2023) argue that budgeting, cash control, and
cash forecasting play an important role in en-
suring the financial stability and success of
businesses. However, this research has not in-
vestigated cash management practices and
how cash management fits standards, which
creates a gap in their study.

Payable Management. MSMEs have a pref-
erence for transparency as well as reducing
fraud (Hernandez, Balboa, Cuenca, & Quilan-
tang, 2021). They are always trying their best
to keep their payables in order and to establish
strong internal controls. However, Barbosa
(2021) and Placido, Buduan, De La Cruz, &
Reynon (2024) concluded that smaller firms
rarely involve themselves in the application of
internal control for payables, and a lot of busi-
nesses are only taking these steps halfway.

[JMABER

214 Volume 7 | Number 1 | January | 2026



Singson et al, 2026 / Financial Management Practices and Financial Accounting Standards Compliance Among Micro and Small Enterprises

They do not depend on borrowing due to the
interest costs and complicated paperwork.

Inventory Management. Hernandez, Bal-
boa, Cuenca, & Quilantang (2021) and other
studies found out in 2021 that Inventory Man-
agement is very important for businesses. It is
about finding a balance between saving money
and having enough products available. Small
businesses that keep track of their inventory
well usually have FMP which some other study
like Panigrahi et al. (2021) also agreed to this
in. Inventory Management practices like this
are good for the business. According to Gaoat
et. al (2023) keeping track of inventory helps
small businesses make better decisions and
control costs. In Cavite, small pharmacies have
better monitoring, while in Sto. Tomas, Batan-
gas, because of insufficient records, micro scale
frequently experiences shortages and over-
stocking (Soliveres, Herrera, & Cedillo 2024;
Tuan, San Miguel, & Florencondia 2025). This
highlights that enterprises that have better fi-
nancial management track their inventory.
These observations highlight the importance of
studying the inventory management practices
within Cavite's MSEs, considering that they in-
fluence business efficiency and performance.

The performance of MSEs depends on effec-
tive FMP, but many struggles because of a lack
of resources and experience (Kaino, Mburu, &
Kiragu, 2025; Poernamawatie, Hastut, Fitria, &
Ma'roep, 2023; Placido, Buduan, De La Cruz, &
Reynon, 2024; Prawasetri, 2024). The effec-
tiveness of these practices' local implementa-
tion has not been evaluated in many studies.
This study aims to address this gap in litera-
ture.

Financial Accounting Standards in MSEs
Compliance with the financial accounting
standards by MSEs in the Philippines are en-
couraged to improve financial transparency,
and make informed decisions, and help in hav-
ing sustainable growth. Small enterprises have
their own frameworkin financial reporting also
known as Philippine Financial Reporting
Standards for Small Enterprises (PFRS for SEs).
Although this framework is a lot simpler, MSEs
owners are still faced with challenges to remain
compliant according to Galura etal. (2025). Ac-
curacy and reliability of financial reports are

achieved when the Statement of Financial Posi-
tion, Statement of Profit or Loss, and Statement
of Cash Flows are prepared in accordance with
the framework set by financial accounting
standards. The study conducted by Placido,
Buduan, De La Cruz, & Reynon (2024) found
that following the International Financial Re-
porting Standards (IFRS) and Philippine Finan-
cial Reporting Standards (PFRS) promotes con-
sistency and financial transparency and
demonstrates a significant link to business per-
formance. This shows the important role of
MSE accounting and the precise recording and
reporting of financial transactions, which is
necessary for continuous assessment and long-
term achievement of business.

Although there are so many benefits in
complying with FAS, many MSEs still struggle
to comply with FAS according to studies. It was
found in the study of Borromeo, Cervantes, &
Sumicad (2024) that MSEs cannot comply with
the requirement set by PFRS without the assis-
tance of outsourced bookkeepers. According to
Barbosa (2021), MSEs also encounter chal-
lenges due to a need to understand financial
management. It was found that management of
MSEs did not adhere to generally accepted
standards on financial management and con-
trol. Additionally, in the study of Khimani &
Singhai (2024) it was noted that complex regu-
latory frameworks impose additional financial
and administrative burdens on enterprises that
affect their profitability and regulatory compli-
ance. Financial statements play an important
role for enterprise owners. Oktaviani et al
(2023) noted that financial reports are helpful
for business owners as they allow them to ana-
lyze transactions and help them in making de-
cisions. This shows the importance of proper
and precise accounting practices. According to
the study of Vishw (2024), by improving ac-
counting practices, MSMEs can enhance their
overall performance in business. A well-orga-
nized financial statement improves an MSME’s
credibility to attract potential investors and
lenders, therefore achieving long-term busi-
ness success. With compliance with standard
accounting practices, MSMEs can effectively
operate and have a solid path for sustainable
growth.
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Statement of Financial Position. Entity’s
assets, liabilities, and equity are shown in the
Statement of Financial Position (SFP). A wide
range of users utilize this financial statement to
analyze the business’s financial stability and
solvency. In the preparation of SFP, there are
still challenges faced by MSEs due to the lack of
knowledge in basic accounting, leading to poor
record-keeping and ineffective MSE accounting
(Qubbaja & Talameh, 2020). It was found in the
study of Caclini (2021) that there is a correla-
tion between compliance and financial perfor-
mance. However, it did not examine why some
MSEs showed higher compliance, especially in
cash, inventory, and payable management in
Cavite. Through this study, the relationship be-
tween SFP by MSEs and compliance with FAS
will be examined.

Statement of Profit or Loss. Thelist of rev-
enues, expenses, and recorded profit can be
seen in the Statement of Profit or Loss (SPL).
Users mainly use this financial statement to ex-
amine the business’s ability to generate in-
come, handle cost effectively, and its profitabil-
ity (Vipond, 2025). It was found in the study of
Ayunda (2025), that there is a high level of
compliance with FAS in the preparation of SPL
among MSEs, showing that there is alarge num-
ber of enterprises that properly record income
and expenses when accounting practices are al-
ways applied. Moderate to high level of compli-
ance was found in the study of Caclini (2021),
showing that there is a lack of knowledge of the
factors affecting regulatory compliance in MSE
accounting like financial literacy, access to ac-
counting resources, and awareness of stand-
ards in accounting. Addressing these gaps is
necessary to improve how MSEs located in Ca-
vite prepare and present their SPL.

Statement of Cash Flows. The Statement
of Cash Flows (SCF) shows an entity’s cash in-
flows and outflows during a specific accounting
period and is classified into operating, invest-
ing, and financing activities (Bahodirovich,
2025). Along with the other financial state-
ments, it gives essential information for users
in making informed judgments. Based on the
study of Ayunda (2025), enterprises are com-
pliant with financial accounting standards in
terms of SCF, especially if internal controls and
systematic tracking of cash transactions are in

place. However, many MSMEs still face chal-
lenges including limited accounting knowledge,
time constraints, and the cost of professional
services. Bancoro (2023) studied the financial
literacy of MSEME owners. However, it remains
unknown to the level of compliance with the re-
porting and presentation of SCF. This highlights
the need for localized research to assess
whether MSMEs meet this essential financial
reporting requirement.

Different levels of regulatory compliance
for each three financial statements were rec-
orded in the previous studies. Others found
that SPL and SCF have a high level of compli-
ance for these financial statements, while SFP
often has inconsistent compliance. Although
studies already exist, there is still a few re-
search that examines the regulatory compli-
ance of MSEs or how frequently they prepare
the three financial statements, specifically
MSEs located in Cavite. Addressing this gap will
give insight into MSEs’ financial reporting prac-
tices and compliance with the standards in ac-
counting,.

Relationship Between Financial Manage-
ment Practices and Financial Accounting
Standards Compliance among MSEs.

everal local and foreign literature reveal a
clear relationship between FMP and compli-
ance with FAS among MSMEs. A study of Plac-
ido, Buduan, De La Cruz, & Reynon (2024) on
MSMEs in the Northern Philippines empha-
sized that FMP was significantly related to FAS
compliance, concluding that a well-balanced
handling of assets, cash, and other resources is
associated with higher compliance levels.
Those practices can contribute to regulatory
compliance with the required disclosure and
measurement. Challenges such as costs, tax
considerations, and limited expertise are faced
when using proper accounting methods. These
challenges can affect the reliability of financial
reporting. Mixed results are also found in the
international studies on IFRS for SMEs. Studies
like Nguyen et al. (2023) show that simplified
standards can enhance transparency and dis-
closure in financial statements. Meanwhile, lit-
tle to no improvement in actual compliance
with the standards was found in the study of
Sagar, Lavanya, & Thavva (2025). This shows

[JMABER

216 Volume 7 | Number 1 | January | 2026



Singson et al, 2026 / Financial Management Practices and Financial Accounting Standards Compliance Among Micro and Small Enterprises

that simply adopting IFRS for SMEs is not
enough, having sound financial management
skills, accounting expertise, and internal pro-
cesses to fully realize the benefits of the stand-
ards.

One of the aspects of FMP is cash manage-
ment. It was found in the study of Prabowo,
Minarni, & Kurniawan (2024) that compliance
and sustainability are enhanced when effective
cash flow management are in place. Better allo-
cation of resources and overall financial perfor-
mance are achieved when businesses follow
budgets, cash flow projections, and financial
statements by actively managing their cash ac-
cording to Ambrocio et al. (2025). Maintaining
stability and regulatory compliance is also af-
fected by proper management of accounts pay-
able. It was found in the study of Bikute (2024)
and Fastercapital (2025) that accurate recogni-
tion of liability, healthier cash flow, and reliable
financial reporting are achieved using proper
accounts’ payable processes. On the other
hand, mismanagement of accounts payable can
increase the risk of reporting errors and non-
compliance. Another important aspect of FMP
is inventory management. It was found in the
study of Upadhyaya (2024) that following
proper regulation and compliance with FAS
specifically in inventory management signifi-
cantly contribute to long-term organizational
sustainability. Highlighted in the same study
that compliance with inventory management is
essential for optimizing stock levels, ensuring
not just regulatory compliance, but also reduc-
ing operational expenses thereby enhancing
overall business efficiency. With the compli-
ance to established standards, efficiency in op-
eration is achieved by having minimized stock-
outs, excess inventory, and workflow disrup-
tions.

Although there are already many research
studies, several gaps still exist. First, geo-
graphic gaps exist, as there is no study that fo-
cused on MSEs operating across multiple cities
in Cavite, limiting the understanding of re-
gional differences in FMP and FAS compliance.
Second, a measurement gap exists because
many studies rely on self-reported compliance
or checklist-based scores, which raise concerns
regarding its validity. Finally, prior research
has a narrow focus, since they examined

isolated FMP components rather than compo-
site indices capturing the overall level of imple-
mentation across cash management, payable
management, and inventory management.

Addressing these gaps is necessary to de-
velop a more comprehensive understanding of
how FMP influences compliance with FAS
among MSEs in Cavite, supporting efficiency
and accurate financial reporting.

Synthesis

The related studies highlighted that MSEs
were essential in the economy, and that effec-
tive implementation of FMP improves sustain-
ability and performance of the enterprises
(Kaino, Mburu, & Kiragu, 2025; Placido,
Buduan, De La Cruz, & Reynon, 2024;
Prawestri, 2024). Studies of Aguilar et al.
(2024), Hernandez, Balboa, Cuenca, Quilantang
(2021), and Gaoat et al. (2023) state that finan-
cial transparency and regulatory compliance
with FAS are essential. Moreover, Barbosa
(2021) observed that new MSEs with one year
below operating have more difficulty with im-
plementation of FMP and FAS compliance since
they lack competence, in contrast with Deligero
and Ballados (2025) observing no significant
difference between years in operation. Accord-
ing to Placido, Buduan, De La Cruz, & Reynon
(2024) and Oktaviani et al. (2023) PFRS for SE
enhances FS reliability, while other studies
from Borromeo, Cervantes, & Sumicad (2024)
and Khimani & Singhai (2024) focused on the
limited accounting expertise, regulatory com-
pliance, and reliance on outside bookkeepers
as a contributing factor of MSEs’ financial prac-
tices. The literature reveals gaps inlocalized as-
sessments in multi-city in Cavite and only a few
studies that examine FMP as integration. Thus,
further research in this area is necessary de-
spite the established findings.

Unlike prior studies that relied on self-re-
ported compliance using 5-point likert scale,
this study utilized a 4-point likert scale to re-
duce the central tendency bias and encourage a
more decisive response.

Materials and Methods

This study employed a quantitative ap-
proach using a descriptive-correlational re-
search design. Correlational research examines
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the relationship between two or more varia-
bles without manipulating them, allowing the
researcher to determine the degree and direc-
tion of their association without establishing
causality. Such relationships may be positive,
negative, or non-existent (Sreekumar, 2024).

Participants of the Study

The participants of this study consisted of
384 MSEs that were duly registered with the
DTI and located in the selected cities of Cavite
such as Dasmarifias, Imus, and General Trias,
which were the top three areas in Cavite that

had the highest number of DTI registered MSEs
based on data obtained from the DTI Business
Name Registration System.

The population size of the selected cities
was 23,397 registered businesses in DTI as of
November 2025. Table 1 showed the distribu-
tion of participants. The minimum required
sample was determined to be 379. However,
the sample allocation was 128 respondents per
city (64 micro and 64 small enterprises) to in-
crease reliability and ensure equal representa-
tion of the results.

Table 1. Distribution of participants among the selected cities of Cavite.

City Population Sample Percentage
Dasmarifias 8553 128 33.3
General Trias 7415 128 33.3
Imus 9427 128 33.3
TOTAL 23,397 384 100

Sampling Technique

The study employed convenience sampling
for equal representation of samples from each
city was ensured to maintain comparatively
across business environment. Equal allocation
of 128 enterprises per city was implemented to
support balanced statistical comparison mini-
mize dominance of highly populated city and
ensure equivalent variance contribution per
stratum.

Data collection was conducted primarily
through the physical distribution of printed
questionnaires, complemented by online ques-
tionnaires developed using Google Forms and
disseminated via Facebook. Only business
owners, managers, and authorized representa-
tives present during the data collection period

Table 2. Parameters to measure the FMP

were included as respondents. The minimum
required sample size of 379 was calculated us-
ing the Raosoft Sample Size Calculator, based
on a 95% confidence level and a 5% margin of
error, given a total population of 23,397 MSEs.

Data Gathered

The researchers sought validation and ap-
proval from a research statistician prior to ad-
ministering the survey to ensure the instru-
ment was appropriate and reliable. The 39
items on the questionnaire adapted from Plac-
ido, Buduan, De La Cruz, & Reynon (2024) and
respondents answered using a Four-point Lik-
ert scale shown in Table 2 and Table 3 with the
following options: 4 - Always, 3 - Often, 2 -
Rarely, and 1 - Never.

Mean Range Interpretation Qualitative Description
3.25-4.00 Highly Practiced FMP are consistently and systematically implemented.
2.50-3.24 Moderately Practiced FMP are generally implemented but not consistently
1.75-2.49 Rarely Practiced FMP are seldom implemented.
1.00-1.74 Not Practiced FMP are never implemented.
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Table 3. Parameters to measure the FAS

Mean Range Interpretation Qualitative Description
3.25-4.00 Highly Complied FAS are consistently complied with and properly
presented in financial reports.
2.50-3.24 Moderately Complied FAS are not consistently applied but generally
complied with.
1.75-2.49 Rarely Complied FAS are seldom complied with.
1.00-1.74 Not Complied FAS are never complied with.

Table 4 shows the frequency of reporting
under the level of compliance with FAS. The re-
spondents answered using a Four-point Likert

scale with the following options: 4 - Monthly, 3
- Quarterly, 2 - Semi-Annually, and 1 -Annu-
ally.

Table 4. Parameters to measure the frequency of reporting

Mean Range Interpretation Qualitative Description
3.25-4.00 Monthly Financial reports are prepared on a monthly basis.
2.50-3.24 Quarterly Financial reports are prepared every three months.
1.75-2.49 Semi-Annually Financial reports are prepared every six months.
1.00-1.74 Annually Financial reports are prepared once a year.

Table 5 shows the importance of compli-
ance under the level of compliance with FAS.
The respondents also answered using a Four-

point Likert scale with the following options: 4
- Always, 3 - Often, 2 — Rarely, and 1 - Never.

Table 5. Parameters to measure the importance of compliance

Mean Range Interpretation Qualitative Description
3.25-4.00 Very Important Compliance is highly significant to overall sustainability.
2.50-3.24 Important Compliance is generally significant to overall sustainability.
1.75-2.49 Low Importance Compliance is slightly significant to overall sustainability,
1.00-1.74 Not Important Compliance is not significant to overall sustainability.

Business information was also gathered
from the participants, including the city, busi-
ness size, business sector, and years of opera-
tion. All items in the questionnaire were clearly
explained, and respondents accomplished the
instrument within the designated data-gather-
ing period. The collected data were then sys-
tematically tallied and organized using a matrix
form.

Research Instrument

The researchers employed a survey ques-
tionnaire via Google Forms as the primary in-
strument. The survey questionnaire adapted
from the study of Placido et al. (2024) which
comprised three sections was evaluated and
validated by a research statistician. The survey
instrument underwent pilot testing from 30

participants and achieved a cronbach alpha of
more than 70% indicating strong internal con-
sistency.

The first part of the survey questionnaire
centered around the respondents’ business
profile. It was optional to input their business
name, but must state their location, size (based
on number of employees), years of operation,
and industry. The second part, which was bro-
ken down into three categories, focused on
FMP - cash, inventory and payable manage-
ment. MSEs’ recording, monitoring and control
methods used in managing their financial oper-
ations were assessed in each area. Part III fo-
cused on FAS Compliance, beginning with Fre-
quency of Reporting, followed by three primary
categories in this section: SFP, SPL, and SCF,
and ending with Importance of Compliance
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Statistical Treatment

Descriptive Statistics. According to Dong
(2023), it is used to describe and summarize
the relationship between variables in a partic-
ular sample, which is important for making in-
ferential statistical comparisons. The following
descriptive statistics are used to collect, ana-
lyze and interpret the different characteristics
of the sample:

Frequency. Used to determine the distri-
bution and responses of participants in each
variable.

Percentage. Calculated by dividing the fre-
quency of participants in a particular category
by the total number of participants and multi-
plying by 100 percent.

Mean. The arithmetic average or the sum of
values in a dataset is divided by the quantities
of observations.

Median. Middle value in distribution when
data are arranged from either lowest to highest
or highest to lowest.

Standard Deviation. Used to measure the
dispersion of a dataset in relation to its mean.

Kruskal-Wallis Test. Used to determine
the difference in the FMP and FAS compliance
when MSEs are grouped according to their
business profile.

Spearman’s Rank-Order Correlation.
Used to ascertain if two variables have a mono-
tonic relationship and in which direction. It is a
positive correlation if one variable’s value rises
when another variable rises as well. Con-
versely, when one variable rises and the other
falls as a result, it indicates a negative correla-
tion. In this study, Spearman’s rank-order cor-
relation was used to measure if there was a sig-
nificant relationship between FMP and FAS
compliance among MSEs. The researchers used
Spearman’s rank-order correlation coefficient
adapted from Dancey and Reidy (2004) shown
in Table 6.

Table 6. Interpretation of Spearman Rank- Order Correlation Coefficients

Spearman (p) Correlation
>0.70 Very strong relationship
0.40 - 0.69 Strong relationship
0.30-0.39 Moderate relationship
0.20-0.29 Weak Relationship
0.01-0.19 No or negligible relationship

Note(s): This descriptor applies to both positive and negative relationships.

Results and Discussion
Business Profile

Table 7 shows an equal distribution of re-
spondents between micro enterprises (50.0%)
and small enterprises (50.0%), reflecting a bal-
anced representation of both business sizes
across the selected cities. The retail sector

Table 7. Business profile

accounted for the majority of respondents with
(32.6%). Moreover, the results showed that
nearly half of the MSEs have been in operation
for one to three years (46.1%), closely followed
by those operating for less than one year
(45.6%).

Indicators Frequency Percentage
n=384 (%)
Business Size
Micro 192 50.0
Small 192 50.0
Business Sector
Retail 125 32.6
Food and Beverages 100 26.0
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Indicators Frequency Percentage
n=384 (%)
Services 110 28.7
Real Estate 2 0.5
Manufacturing 14 3.6
Others 33 8.6
Years in Operation
Below 1 year 175 45.6
1-3 years 177 46.1
3-5 years 8 21
More than 5 years 24 6.2

Implementation of FMP among MSEs

Cash management. Table 8 revealed that
MSEs highly practiced cash management, with
an overall mean of 3.60. This indicates that cash
management is consistently and systematically
implemented. The highest mean (3.80) was re-
vealed in keeping track of cash transactions.
This finding is consistent with the study of Plac-
ido, Buduan, De La Cruz, & Reynon (2024),
which likewise reported that tracking cash
transactions received the highest mean score

among cash management practices, indicating
that MSEs recognize the importance of accurate
cash monitoring in supporting financial stabil-
ity and informed decision-making. The high
level of implementation observed in this study
further underscores the role of effective cash
management as a foundational financial man-
agement practice that contributes to improved
financial control and compliance with account-
ing standards.

Table 8. Level of implementation of cash management practices

Indicators Mean Standard Deviation Interpretation
1. Record all cash transac- 3.80 0.588 Highly Practiced
tions.
2. Track all cash receipts. 3.79 0.593 Highly Practiced
3. Track all cash payments. 3.79 0.610 Highly Practiced
4. Review and prepare a cash 3.65 0.747 Highly Practiced
budget.
5. Separate cashier personnel 2.96 1.201 Moderately Practiced
from accounting duties.
Overall Mean 3.60 0.530 Highly Practiced
Legend: Mean Interpretation

3.25-4.00 Highly Practiced
2.50-3.24 Moderately Practiced
1.75-2.49 Rarely Practiced
1.00-1.74 Not Practiced

Payable management. Table 9 shows that
Micro and Small Enterprises (MSEs) in the se-
lected cities of Cavite have highly practiced
payable management, with an overall mean of
3.34. This suggests that payable management is
consistently and systematically implemented.
Among the specific indicators, ensuring that
payables transactions are accurately recorded
for financial reporting received the highest

mean score of 3.78, indicating that MSEs prior-
itize proper documentation of obligations to
maintain reliable financial records. In contrast,
the practice of utilizing borrowed funds, when
necessary, obtained the lowest mean score of
2.28, reflecting a cautious approach to external
financing. These findings are consistent with
Hernandez, Balboa, Cuenca, & Quilantang
(2021), who reported that efficiently tracking
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payables is a top priority for MSMEs in Batan-
gas. Similarly, Placido, Buduan, De La Cruz, &
Reynon (2024) and Barbosa (2021) observed
that borrowing funds are rarely employed by
MSEs due to fiscal constraints and the desire to
avoid incurring additional loan interest

expenses. The results highlight that while MSEs
place strong emphasis on accurate payables re-
cording, the strategic use of credit remains lim-
ited, likely due to financial prudence and re-
source limitations.

Table 9. Level of implementation of payables management practices

Indicators Mean Standard Deviatior Interpretation
1. Properly maintain records of payables. 3.40 1.049 Highly Practiced
2. Use borrowed funds when necessary. 2.28 1.249 Rarely Practiced
3. Payables transactions are recorded 3.78 0.569 Highly Practiced
accurately...
4. Regular review of payables processes 3.57 0.755 Highly Practiced
for improvement.
5. Implement internal controls... 3.70 0.639 Highly Practiced
Overall Mean 3.34 0.564 Highly Practiced

Inventory management. Table 10 shows
that MSEs highly practiced inventory manage-
ment, with an overall mean of 3.65. This indi-
cates that inventory management among MSEs
is consistently and systematically imple-
mented. Among the specific indicators, the
highest mean score of 3.68 was recorded for
ensuring that each purchase transaction re-
ceives proper authorization, highlighting the
emphasis placed on control and accountability
in inventory operations. These findings align
with Hernandez, Balboa, Cuenca, & Quilantang
(2021), who reported that SMEs in Batangas
regularly monitor and verify inventory to sup-
port daily operations. Their study underscores

the systematic application of inventory man-
agement methods, which is comparable to the
high level of inventory management observed
among MSEs in Cavite. These results suggest
that consistent inventory control practices not
only facilitate operational efficiency but also
contribute to accurate financial reporting, re-
flecting the integral role of inventory manage-
ment in sound financial management practices.

Given that 58.6 percent of the participants
belong to micro retail-trade and food beverage
sectors and 46.1 have operated for 1-3 years,
inventory control is likely prioritized due to di-
rect reliance on physical stock for revenue gen-
eration and daily liquidity planning.

Table 10. Level of implementation of inventory management practices

Indicators Mean Standard Deviation Interpretation
1. Maintain and regular updates of in- 3.67 0.679 Highly Practiced
ventory records.
2. Prepare ending inventory reports... 3.67 0.696 Highly Practiced
3. Ensure all purchases are authorized. 3.68 0.685 Highly Practiced
4. Properly investigate discrepancies in 3.64 0.708 Highly Practiced
inventory.
5. Prepare inventory budget. 3.61 0.750 Highly Practiced
Overall Mean 3.65 0.563 Highly Practiced

Overall level of implementation of FMP
among MSEs

Table 11 shows that the overall level of im-
plementation of Financial Management
Practices (FMP) among MSEs was interpreted

as highly practiced, with a mean score of 3.53.
This indicates that FMP is consistently and sys-
tematically applied across the selected enter-
prises. Among the specific components, inven-
tory management recorded the highest mean
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score of 3.65, followed by cash management
(3.60) and payables management (3.34), high-
lighting that MSEs place particular emphasis on
controlling stock levels while maintaining ade-
quate liquidity and managing obligations.
These findings are supported by the Financial
Management Theory, which emphasizes that
the MSEs heavily exercised financial manage-
ment to optimize cash flows, efficiently manage

payables, and monitor inventory. By systemat-
ically implementing these practices, MSEs can
enhance financial control, improve operational
efficiency, achieve their financial objectives,
and ultimately increase owners’ wealth. The re-
sults demonstrate that sound financial man-
agement practices are integral to sustaining
business performance and ensuring the relia-
bility of financial reporting.

Table 11. Overall level of implementation of FMP among MSEs

Indicators Mean Standard Deviation Interpretation

Cash Management 3.60 0.530 Highly Practiced
Payables Management 3.34 0.564 Highly Practiced
Inventory Management 3.65 0.563 Highly Practiced
Overall Mean 3.53 0.457 Highly Practiced

Level of Compliance of FAS among MSEs
Frequency of reporting. Table 12 shows
that the overall frequency of financial reporting
for the SFP, SCF, and SPL among MSEs was de-
termined to be monthly, with an overall mean
score of 3.35. This indicates that financial re-
ports are consistently prepared on a monthly
basis, reflecting regular monitoring and control
of financial activities. Among the specific state-
ments, the preparation of the SCF recorded the
highest mean score of 3.41, suggesting that
MSEs place particular emphasis on tracking
cash inflows and outflows. In contrast, the SFP
had the lowest mean score of 3.26, indicating
slightly less frequent reporting of overall finan-
cial position. These findings contrast with Bor-

Table 12. Frequency of reporting

romeo, Cervantes, & Sumicad (2024), who ob-
served that MSEs often require the involve-
ment of an outsourced bookkeeper to comply
with the PFRS. In contrast to these findings,
Placido, Buduan, De La Cruz, & Reynon (2024)
found that MSEs typically prepared financial
reports on a quarterly basis, implying a less fre-
quent financial monitoring than the monthly
reporting practices demonstrated by the MSEs
in the current study. This implies that micro-
business may lack basic accounting skills such
recording of business transactions and prepa-
ration of financial statements and reports that
are needed to have an accurate and timely fi-
nancial record, thus, they are resulting to en-
gagement of outsourced bookkeepers.

Indicators Mean Standard Deviation Interpretation
1. Prepare SFP 3.26 1.072 Monthly
2. Prepare SPL 3.34 1.019 Monthly
3. Prepare SCF 341 1.005 Monthly
4. Assess and review the impact of ac- 3.38 0.962 Monthly
counting on financial statements
Overall Mean 3.35 0.884 Monthly
Legend: Mean Interpretation
3.25-4.00 Monthly
2.50-3.24 Quarterly
1.75-2.49 Semi-Annually
1.00-1.74 Annually
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According to Table 13, MSEs in the selected
cities of Cavite exhibit a high level of compli-
ance with the SFP, with an overall mean score
of 3.50. This indicates that SFPs are consist-
ently prepared and properly presented in fi-
nancial reports. Among the specific indicators,
the highest mean score of 3.63 was observed in
preparing and presenting the SFP in accord-
ance with the PFRS, highlighting MSEs’ commit-
ment to adhering to regulatory guidelines. In
contrast, accurately valuing assets and liabili-
ties recorded the lowest mean score of 3.39,
suggesting that some challenges remain in en-
suring precise measurement and reporting of

Table 13. Level of compliance with the SFP

financial positions. These results differ from
those of Caclini (2021) and Placido, Buduan, De
La Cruz, & Reynon (2024), who reported only
moderate compliance with SFP among MSEs,
indicating that the enterprises in Cavite
demonstrate a comparatively stronger adher-
ence to accounting standards. Overall, the find-
ings suggest that systematic financial manage-
ment and increased awareness of PFRS con-
tribute to higher compliance with the SFP,
thereby enhancing the accuracy and reliability
of financial reporting.

Indicators Mean Standard Deviation Interpretation
1. Prepare and present SFP in ac- 3.63 0.732 Highly Complied
cordance with PFRS
2. Correctly classify assets and liabilities...  3.43 0.776 Highly Complied
3. Accurately value assets and liabili- 3.39 0.800 Highly Complied
ties...
4. Disclose all required information... 3.61 0.740 Highly Complied
5. Ensure that SFP is consistent... 3.61 0.740 Highly Complied
Overall Mean 3.50 0.635 Highly Complied
Legend: Mean Interpretation
3.25-4.00 Highly Complied
2.50-3.24 Moderately Complied
1.75-2.49 Rarely Complied
1.00-1.74 Not Complied

According to Table 14 MSEs in the selected
cities of Cavite demonstrate a high level of com-
pliance with the SPL, as reflected by an overall
mean score of 3.58. This indicates that SPLs are
consistently prepared and properly presented
in accordance with FAS. Among the specific in-
dicators, accurately recording revenues and ex-
penses obtained the highest mean score of 3.64,
suggesting that MSEs place strong emphasis on
ensuring the reliability of income and expense
recognition. These findings are consistent with
the study of Placido, Buduan, De La Cruz, &

Table 14. Level of compliance to the SPL

Reynon (2024), which likewise reported high
levels of SPL compliance among MSEs. High
compliance with FAS in the preparation of the
SPL enhances the accuracy, credibility, and
consistency of reported income information,
thereby supporting informed decision-making
and financial transparency (Ayunda, 2025).
These results underscore the importance of
proper income and expense recording as key
components of sound financial reporting prac-
tices among MSEs.

Indicators Mean Standard Deviation Interpretation
Prepare and present SPL in accordance 3.56 0.789 Highly Complied
with PFRS.
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Indicators Mean Standard Deviation Interpretation

Record and report revenues and ex- 3.64 0.683 Highly Complied
penses accurately...
Recognize revenues and expenses based 3.58 0.737 Highly Complied
on matching principles...
Disclose all required information related  3.56 0.752 Highly Complied
to revenues, expenses, and equity...
Ensure that SPL is consistent... 3.57 0.734 Highly Complied

Overall Mean 3.58 0.621 Highly Complied

According to Table 15, MSEs in the selected
cities of Cavite exhibit a high level of compli-
ance with the SCF, with an overall mean score
of 3.55. This indicates that SCFs are consist-
ently prepared and properly presented in ac-
cordance with financial accounting standards.
Among the specific indicators, ensuring con-
sistency between the SCF and other financial
statements and related disclosures obtained
the highest mean score of 3.62, highlighting the
importance MSEs place on coherence and accu-
racy across financial reports. These findings
align with Ayunda (2025), who reported high

Table 15. Level of compliance with SCF

levels of SCF compliance among MSEs, evi-
denced by the proper measurement, classifica-
tion, and presentation of cash transactions.
However, the results differ from those of
Caclini (2021) and Placido, Buduan, De La Cruz,
& Reynon (2024), which identified only moder-
ate compliance with SCF among MSEs. The
higher level of compliance observed in the pre-
sent study suggests improved financial report-
ing practices and a greater emphasis on cash
flow transparency among MSEs in Cavite,
which supports effective financial management
and informed decision-making.

Indicators Mean Standard Deviation Interpretation
1. Prepare and present SCF in accordance  3.48 0.795 Highly Complied
with PFRS
2. Precisely categorize and record all cash  3.58 0.714 Highly Complied
inflows and outflows...
3. Provide clear and concise explanations  3.47 0.826 Highly Complied
of our sources and uses of cash...
4. Reconcilethenetincrease ordecreasein  3.58 0.732 Highly Complied
cash...
5. Ensure that SCF is consistent... 3.62 0.694 Highly Complied
Overall Mean 3.55 0.613 Highly Complied

Importance of compliance. Table 16 pre-
sents the level of importance that MSEs place
on compliance with FAS, with an overall mean
score of 3.55, indicating a high recognition of its
significance to business sustainability. This
suggests that MSEs are generally aware of the
role that accounting standards play in ensuring
transparency, accountability, and long-term
operational stability. Among the indicators, the
highest mean score of 3.68 was recorded for
the belief that compliance with FAS is very im-
portant in reducing the risk of legal and regula-
tory penalties, highlighting the preventive role

of compliance in avoiding sanctions and poten-
tial business disruptions. Conversely, the low-
est mean score of 3.22 was associated with the
perception that FAS compliance facilitates eas-
ier access to funding and investment opportu-
nities, indicating that some MSEs may not yet
fully experience or recognize the financial ben-
efits of compliance in terms of external financ-
ing.

These findings are supported by the Insti-
tutional Theory of Organizations, which posits
that enterprises adopt formal structures and
standards, such as FAS, to gain legitimacy,
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establish credibility, and earn the trust of
stakeholders, including regulators, investors,
and financial institutions. By complying with
recognized accounting standards, MSEs en-
hance their organizational legitimacy and im-
prove stakeholder confidence. However, de-
spite the perceived benefits, Khimani and
Singhal (2024) noted that compliance may also

Table 16. Importance of compliance with FAS

impose additional financial and administrative
burdens on businesses, particularly smaller en-
terprises with limited resources. This suggests
the need for supportive policies and capacity-
building initiatives to help MSEs balance com-
pliance requirements with operational effi-
ciency.

Indicators

Mean

Standard Deviation  Interpretation

1. Enhances reputation and financial 3.65
credibility.

2. Improves decision-making based
on accurate financial data.

3. Makes access to funding and invest-
ment opportunities easier.

4. Build customer faith and confi-
dence in business.

5. Reduces the risks of legal and regu-

latory penalties.

3.61

3.22

3.61

3.68

0.697 Very Important

0.684 Very Important

0.997 Important

0.711 Very Important

0.702 Very Important

Overall Mean

3.55

0.595 Very Important

Legend: Mean Interpretation
3.25-4.00 Very Important
2.50-3.24 Important
1.75-2.49 Low Importance

1.00-1.74 Not Important

Significant Differences in the Level of FMP
among MSEs

Business size. Table 17 revealed that there
is no statistically significant difference in the
FMP practices of MSEs in the selected cities of
Cavite when grouped according to business
size. The statistical analysis showed a test value
of 17.121 with a p-value of 0.227, which

exceeds the 0.05 level of significance. Thus, the
hypothesis (Ho1) was accepted, implying that
business size does not have a significant effect
on FMP of SMEs. These findings are in contrast
with the studies of Gedefaw and Beza (2020),
which state that business size positively and di-
rectly influences FMP.

Table 17. Differences in the FMP of MSEs (business size)

Business Profile Statistic P-value

2

€ Hypothesis Interpretation

Business Size 17.121 0.227

0.071

Accept Null Not Significant

Note(s): F? (Cohen, 1988) where 0.02-0.14 = small, 0.15-0.34 = medium, 0.35 or better = large;
statistically significant = ** with high significant at 1% level; * with significant at 5% level

Business sector and Years in operation.
Table 18 revealed that there is no significant
difference in the FMP practices of MSEs in se-
lected cities of Cavite when grouped according
to their business sector and years in operation.
The analysis for the business sector and years

in operation revealed chi square tests of 6.55
and 2.68 and p-values of 0.257 and 0.443, re-
spectively. These results are above the signifi-
cance level of 0.05, which resulted in the ac-
ceptance of null hypothesis (Ho1). These results
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imply that regardless of sector and years in op-
erations, MSEs rely on similar FMP which may
be due to lack of resources and expertise (Bor-
romeo, Cervantes, & Sumicad 2024; Hafizi, Ha-
kim, Akbar, & Misnaningsih, 2023). These re-
sults are also aligned with Deligero and Bal-
lados (2025) who found that years of operation
did not significantly impact FMP.

Financial management practices did not
vary significantly by business size, sector or
years in operations since compliance behavior
can be driven by other factors like owners' dis-
cipline, business ethics and perceived credibil-
ity rather than profiles or enterprise character-
istics.

Table 18. Differences in the FMP compliance of MSEs (Business Sector and Years in Operation)

Business Profile x2 df P-value e Hypothesis Interpretation
Business Sector 6.55 5 0.257 0.171 Accept Null  Not Significant
Years in Operation 2.68 3 0.443 0.007 Accept Null  Not Significant

Significant Differences in the Level of FAS
Compliance among MSEs

Business size. Table 19 revealed that there
is no statistically significant difference in the
FAS compliance of MSEs in selected cities of Ca-
vite when grouped according to their business
size. The statistical test yielded a value of
16.507 and a p-value of 0.076, which exceeds

the 0.05 significance level. Therefore, the null
hypothesis (Hoz) was accepted, indicating that
business size did not significantly affect FAS of
MSEs in Cavite. This is supported by the find-
ings of Caclini (2021) that financial reporting
compliance is not statistically affected by busi-
ness size.

Table 19. Differences in the FAS compliance of MSEs (Business Size)

Business Profile  Statistic p-value

2

€ Hypothesis Interpretation

Business Size 16.507 0.076

0.104

Accept Null Not Significant

Business sector and Years in operation.
Table 20 revealed that there is no statistically
significant difference in the FAS compliance of
MSEs in selected cities of Cavite when grouped
according to their business sector and years in
operation. The chi-square test for the business
sector and years in operation yielded values of
6.25 and 0.856 and p-values of 0.283 and 0.836,
respectively. Since these results are higher than
0.05 level of significance, the null hypothesis
(Ho2) was accepted. The findings are consistent
with Galura et al. (2025), who found that an en-
tity’s industry is not a determining factor in its
level of compliance with PFRS for SE. Similarly,
the results confirmed the findings of Placido,

Buduan, De La Cruz, & Reynon (2024), that
there is no significant difference in FAS compli-
ance regardless of whether the enterprise is
newly established or not.

Overall, the results are consistent with
Caclini (2021), who found that FAS compliance
does not significantly differ when enterprises
are categorized according to their length of op-
erations and number of employees. This im-
plies that compliance is more strongly influ-
enced by internal organizational factors such as
management commitment, availability of ac-
counting expertise, and capacity to comply ra-
ther than by business profile characteristics
such as sector or years in operation.

Table 20. Differences in the FAS compliance of MSEs (Business Sector and Years in Operation)

2

Business Profile x2 df P-value € Hypothesis Interpretation
Business Sector 6.250 5 0.283 0.001 Accept Null Not Significant
Years in Operation  0.856 3 0.836 0.002 Accept Null Not Significant
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Relationship between Level of Implementa-
tion of FMP and Level of Compliance with FAS
among MSEs

Table 21 presents the results of the analysis
of the relationship between Financial Manage-
ment Practices (FMP) and the level of compli-
ance with Financial Accounting Standards
(FAS). Spearman’s Rho correlation coefficient
and the corresponding p-value were used to
test the third null hypothesis (HO3).

Cash management practices and compli-
ance with FAS. The results revealed that cash
management practices have a highly significant
relationship with FAS compliance as evidenced
by a Spearman’s rho value of 0.486. This mod-
erate positive correlation suggests that as the
level of implementation of cash management
increases, the level of compliance with FAS also
increases. For instance, when MSEs track all
cash receipts and payments, they are more
likely to categorize and record all cash inflows
and outflows in the SCF precisely. This result is
aligned with the study of Onyango and Muchira
(2023) and Aguilar et al. (2024), suggesting
that effective budgeting, cash control, and accu-
rate recording improve financial performance
and ability to prepare financial statements.
This result is also aligned with Prabowo,
Minarni, & Kurniawan (2024) and Ambrocio et
al. (2025), who emphasized that effective cash
management and monitoring of cash flows en-
hance sustainability, efficiency and shows reg-
ulatory compliance with reporting require-
ments.

Payable management practices and
compliance with FAS. The findings revealed
that payable management practices have a
highly significant relationship with FAS compli-
ance as evidenced by Spearman’s rho value of
0.415. This indicates that as the level of imple-
mentation of payable management increases,

the level of compliance with FAS also increases.
For instance, as MSEs maintain and regularly
update the payable records, they are more
likely to accurately value liabilities using ap-
propriate measurement bases in their SFP.
This result is aligned with Bikute (2024) and
Fastercapital (2025) stating that sound paya-
bles management including proper recognition
and reporting of payables are important for
presenting clear and accurate financial obliga-
tions of companies, which can be achieved
through compliance with FAS.

Inventory management practices and
compliance with FAS. The findings revealed
that inventory management practices have a
highly significant relationship with FAS compli-
ance with Spearman’s rho value of 0.601. This
indicates that as the level of implementation of
inventory management increases, the level of
compliance with FAS also increases. For in-
stance, as MSEs maintain and regularly update
the inventory records, they are more likely to
record and report revenues accurately in SPL
because inventory is part of major items re-
ported in this statement. This result is con-
sistent with Gaoat et al. (2023) and Upadhyaya
(2024) who highlighted that sound control and
inventory management are importantin ensur-
ing proper regulation and compliance to FAS
and enhancing long term microenterprises sus-
tainability and performance.

In general, the results of the study revealed
that FMP has a highly significant relationship
with FAS compliance as reflected by the p-val-
ues of 0.001. This resulted in the rejection of
the null hypothesis (Ho3). These findings sug-
gest that MSEs that implement FMP, particu-
larly cash, payables, and inventory manage-
ment, are more likely to achieve higher levels of
compliance with FAS.

Table 21. Relationship between the level of implementation of FMP and level of compliance with FAS

Variables Corre}a_t ton Interpretation P-value Remarks
Coefficient
Cash Management Prac- 0.486 Strong Relationship 0.001 Highly
tices- Compliance with Significant
FAS
Payable Management 0.415 Strong Relationship 0.001 Highly
Practices- Compliance Significant
with FAS
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Variables Corre}a_t lon Interpretation P- value Remarks
Coefficient

Inventory Management 0.601 Strong Relationship 0.001 Highly
Practices- Compliance Significant
with FAS
Note: Significant if the p-value is less than or equal to 0.05 significance level, otherwise, not signifi-
cant

Conclusion regulatory agencies. They may hire the services

The analysis of MSEs in selected cities of Ca-
vite shows a highly practiced implementation
of FMP (x=3.53), indicating consistency in man-
agement practices. Moreover, the data shows
that MSEs had a high level of FAS compliance
(%=3.55), which indicates the consistency in FS
preparation and FAS compliance. When MSEs
were categorized based on business profile,
business size, sector, and years in operation,
the analysis revealed no significant differences
in implementation of FMP and FAS compliance
with a p-value>0.05. This indicates that compli-
ance behavior may be influenced more by an in-
dividual’'s business ethics, discipline, and per-
ceived credibility than by enterprise character-
istics.

However, a highly significant relationship
(p-value<0.05) between FMP and FAS compli-
ance was revealed. The findings demonstrate a
systematic and effective implementation of fi-
nancial management practices, particularly in
cash payables and inventory management is as-
sociated with higher levels of compliance with
financial accounting standards among micro
and small enterprises.

Overall, the findings show that transparent,
reliable, and accurate FS preparation according
to FAS among MSEs in selected cities of Cavite
is directly associated with systematic and effec-
tive FMP. Regardless of business profile, MSE,
that highly practiced sound FMP were more
likely to have high compliance with FAS. Thus,
sound financial management practices are es-
sential in achieving high level of financial
standards across enterprises.

Recommendations

Micro and small enterprises business own-
ers, to continue their learnings for updates and
new developments on MSE Accounting by at-
tending free seminars/webinars sponsored by
professional organizations and government

of Certified Public Accountants (CPAs) to estab-
lish accounting processes and advice to ensure
financial sustainability, transparency and ad-
herence to regulatory compliance of their busi-
nesses. In case of budgetary constraints and for
newly established businesses to attend free
training courses on MSE Accounting to
strengthen their overall financial capability.

Accountants and bookkeepers, to enhance
their support to MSEs towards standards com-
pliance in the proper preparation and presen-
tation of financial statements in accordance
with PFRSs for MSES.

Government Agencies, to offer free training
on MSE Accounting and develop modules fo-
cused on basic bookkeeping and financial state-
ments preparation and reporting. Also to pro-
mote digitalization initiatives by incentivizing
the adoption of digital accounting systems
through subsidies, tool kits or free access to fi-
nancial management applications.

Future researchers, to further explore the
FMP and FAS compliance relationship by dis-
tinguishing micro from small enterprises and
consider medium enterprises as a variable. It is
also recommended to include additional FMP
indicators such as receivables management,
capital budget management, and financial plan-
ning, for better understanding of actual busi-
ness operations. In addition, future studies may
also include other FS indicators like the State-
ment of Owner's Equity and Notes to Financial
Statements, providing better assessment of
FAS compliance. Further studies may employ
longitudinal research design to examine the
changes of patterns in the FMP and FAS. Re-
searchers may also examine how the roles of
external support mechanisms in terms of ac-
cess to accounting services, government pro-
grams or professional networks act as a mod-
erating variable. More extensive analysis of
FMP and FAS compliance among MSEs is also

IJMABER
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recommended by extending the study outside
Cavite and employing qualitative methodolo-
gies such as interviews to better understand
the factors affecting implementation of FMP
and FAS compliance among MSEs.
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