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Abstract

The background of this research is based on the increasing adoption of
digital payment systems in developing countries, especially in Southeast
Asia, as a way to expand financial inclusion for micro enterprises. Micro-
enterprises in the region are often marginalized from access to formal
financial services due to limited infrastructure and low financial literacy.
Digital payment systems have great potential to overcome these barriers
and open up wider access to financial services. This study aims to analyze
the role of digital payment systems in improving financial inclusion for
micro enterprises in emerging markets, with a focus on case studies in
Southeast Asia. The research method used is quantitative descriptive with
a survey as a data collection technique. The survey was conducted on 2000
micro enterprises in Indonesia, the Philippines, Thailand, and Vietnam.
Linear regression analysis was used to test the relationship between the
use of digital payments and financial inclusion. The results show that the
use of digital payments has a significant influence on increasing financial
inclusion, with a coefficient of 0.8581. However, obstacles such as low
financial literacy and limited internet infrastructure are still the main
challenges in the wider application of this system. Therefore, policies that
focus on infrastructure development and increasing digital literacy are
urgently needed.
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A.Introduction

In recent decades, digital payment systems have experienced rapid
development around the world, especially in developing countries. This
development has had a significant impact on financial inclusion, especially
for micro enterprises that are often marginalized from traditional financial
services. Financial inclusion is a very important issue, given that more
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than 1.7 billion people worldwide still do not have access to formal
banking services, the level of dependence on digital financial services
continues to increase, driven by internet penetration and high mobile
phone usage.

The urgency of this is even more relevant when we look at how
developing countries, such as in the Southeast Asian region, are trying to
integrate digital payment systems to improve access to financial services
for underserved groups. According to a report from the World Bank
(2022) the level of financial inclusion in the region has increased
significantly, but there is still inequality between the more economically
developed countries and the underdeveloped ones. The digital payment
system is able to close this gap by providing easier, faster, and cheaper
access for micro businesses that are often unreachable by conventional
tinancial institutions.

Digital payment systems are equipped with financial inclusion that
supports financial inclusion, such as ease of transactions without the need
for a bank account or credit card. Data from the McKinsey Global Institute
shows that digital payment systems can reduce transaction costs by up to
90% compared to conventional methods. This is especially important for
micro businesses that often have very small margins. For example, in the
Philippines, digital-based financial services such as GCash and PayMaya
have managed to attract more than 33 million new users since 2020.

However, previous research on digital payment systems is still
macroeconomic, while its impact on micro businesses in emerging markets
has not been widely studied. For example, research by Kaffenberger and
Totolo (2020) emphasizes the benefits of financial digitalization in Sub-
Saharan Africa, but rarely examines the Southeast Asian region.
Meanwhile, research by Demirgiic-Kunt et al. (2018) shows that despite
the increase worldwide, challenges still persist among micro-enterprises
regarding digital literacy and trust in the digital financial system. This
shows a gap in research on how digital payment systems are micro-
businesses in emerging markets such as Southeast Asia.

The novelty of this study lies in the case approach in Southeast Asia
which has not been widely explored in previous studies. Given the
region's unique economic and demographic characteristics, it is important
to take a deeper look at how digital payment systems can effectively
increase financial inclusion for micro businesses. This research will not
only fill the gaps that exist in the literature, but also offer new insights into
the effectiveness of policies and digital infrastructure that have been
implemented in the region.

The purpose of this study is to analyze the role of digital payment
systems in improving the inclusion of emerging markets, with a focus on
case studies in Southeast Asia. This study will examine the extent to which
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digital payment systems have succeeded in helping micro businesses
access financial services, as well as the challenges that are still faced in
their implementation. Thus, the results of this study are expected to
contribute to the development of more effective financial inclusion policies
in developing countries, especially in the context of digital transformation.

B. Research Method

This study uses a descriptive quantitative research method to
analyze the role of digital payment systems in increasing financial
inclusion for micro enterprises in Southeast Asia. This method aims to
collect quantitative data describing factual conditions in the field and
analyze the influence of related variables, such as access to digital
payment systems, the level of use by micro-enterprises, and their impact
on financial inclusion.
1. Research Design

This study uses a cross-sectional approach with a survey as the
main data collection method. The cross-sectional design was chosen to
measure the phenomenon that occurs at a single point in time in several
countries in Southeast Asia (such as Indonesia, the Philippines, Thailand,
and Vietnam), in order to get a comparative picture of the use of digital
payment systems in the region. This survey aims to obtain data from
micro business actors related to the use of digital payment services and
their impact on financial access.
2. Location and Subject of Research

This research was conducted in four main countries in Southeast
Asia, namely Indonesia, the Philippines, Thailand, and Vietnam. The
location of the study was chosen based on the high penetration rate of
digital payments and the potential for large financial inclusion in the
region. The research subjects include micro businesses that use or have the
potential to use digital payment systems as part of their business
operations. The criteria of the study subjects are micro-enterprises with
annual revenues below the limits set by their respective countries and that
have been operating for at least one year.
3. Population and Sample

The population of this study includes all micro business actors in
the four countries that are the object of study. Due to the large population
size and the impossibility of observing it entirely, this study uses a
purposive sampling technique to select a representative sample. The
sample taken consisted of 500 micro businesses in each country, with a
total of 2000 respondents, who were selected based on the criteria of use or
interest in digital payment services. This sample size is considered
sufficient to provide statistically significant results in testing the
relationship between the use of digital payment systems and financial
inclusion.
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4. Research Instruments
The main instrument used in this study is a closed questionnaire
designed to measure several key variables, namely:

a. Use of digital payment systems: Measured on an ordinal scale
based on the frequency of use of digital services (e.g., daily, weekly,
or monthly).

b. Access to financial services: Measured through ordinal scales
related to access to loans, savings, or other financial services before
and after using digital payments.

c. Perception of the benefits of digital payments: Measured using a
five-point Likert scale to evaluate the impact of digital payments on
the efficiency of micro-enterprises.

The questionnaire was first piloted on 50 micro enterprises in each country
(200 in total) to ensure the validity and reliability of the instrument. After
that, improvements were made to questions that were not clear or difficult
for respondents to understand.

5. Data Collection Techniques

Data is collected by:

a. Online surveys: Questionnaires are distributed through an online
survey platform to micro business actors in each country. Online
surveys were chosen because of their effectiveness in reaching a
large number of respondents in a short time.

b. Telephone interviews: To improve the accuracy of the data, some
respondents were also contacted by phone to clarify incomplete or
ambiguous questionnaire answers.

6. Data Analysis Techniques

The collected data were analyzed using descriptive statistics and
linear regression analysis. Descriptive statistics are used to provide an
overview of the frequency distribution of digital payment system use by
micro enterprises and their access to financial services. Meanwhile, linear
regression analysis was used to test the relationship between the use of
digital payments (independent variable) and financial inclusion
(dependent variable).

The linear regression model used will measure how the level of use
of digital payment systems affects micro businesses' access to formal
financial services, taking into account control variables such as business
size, financial literacy level, and digital infrastructure in the country
concerned.

7. Hypothesis Testing

The hypothesis in this study was tested using the t-test to see the
significance of the relationship between variables. The main hypotheses
tested are:
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H1: The use of digital payment systems significantly increases
financial inclusion for micro enterprises in Southeast Asian
countries.
HO: The use of digital payment systems does not have a significant
effect on financial inclusion for micro businesses in Southeast Asian
countries.
Testing this hypothesis will be carried out using statistical software such
as SPSS or STATA, with a significance level (a) of 5%.
8. Validity and Reliability Control
The validity of the construct is tested through a confirmatory factor
analysis (CFA) to ensure that the instrument measures what it is intended
to measure. Meanwhile, reliability was measured using Cronbach's Alpha
with a reliability target greater than 0.7 to indicate the internal consistency
of the questionnaire.

C. Result and Findings
Results of Research Analysis
Regression Results Summary:
1) Model: Ordinary Least Squares (OLS)
) Dependent Variable: Financial Inclusion
) Independent Variable: Digital Payment Usage
) R-squared: 0.600 (indicating that 60% of the variation in financial
inclusion can be explained by the use of digital payments)
5) Adj. R-squared: 0.598
6) F-statistic: 297.0 (with a very significant p-value, i.e. 2.91e-41)
Coefficient:

1) Intercept (Constant): 1.8679 (significant at a rate of 5%)

2) Digital Payment Usage Coefficient: 0.8581 (i.e., every one-point
increase in digital payment usage will increase financial inclusion
by 0.8581 points, significantly with a p-value < 0.001)

Interpretation of Results:
1) The use of digital payments has a significant positive influence on
the financial inclusion of micro businesses. Any increase in the use
of digital payment systems significantly increases access to financial
services.
2) The coefficient obtained for the variable of digital payment use
(0.8581) shows that the increase in the scale of digital use
contributes greatly to financial inclusion.
Research Discussion
1. The Effect of the Use of Digital Payments on Financial Inclusion

The study shows that the use of digital payment systems is
significantly associated with increased financial inclusion for micro
businesses in Southeast Asia. Based on the results of the regression
analysis, the coefficient of digital payment usage is 0.8581, which indicates
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that the increased use of these services can expand access to formal
financial services. For example, research by ADB (2021) also shows that
the digitization of payment systems plays an important role in expanding
financial access for the informal sector in the Philippines and Indonesia,
which is also in line with the results of research by Demirgtic-Kunt et al.
(2020), which found that the application of digital payment technology can
reduce transaction costs by up to 90% compared to conventional methods.
In this context, digital finance allows micro businesses to transact more
efficiently without having to rely on traditional banking institutions that
have many obstacles. This advantage is increasingly in Southeast Asia,
where the unbanked population is still quite large, especially in rural and
remote areas.

2. The Role of Digital Payments in Supporting Micro Businesses in
Emerging Markets

The use of digital payment systems not only increases access to
formal financial services, but also has a direct impact on the sustainability
of micro businesses in emerging markets. The study shows that micro-
businesses that use digital payments are more likely to have better
financial stability compared to those who don't. For example, in Vietnam,
the increase in digital financial services is directly proportional to the
increase in micro business productivity by 15% in 2021.

According to a World Bank report (2022), micro businesses in
developing countries that have adopted digital payments show an
improvement in operational efficiency. With digital payments, micro-
entrepreneurs can youthfully track their cash flow, reduce the risk of
losing income due to late payments, and access working capital faster
through fintech platforms. This is especially important for micro
enterprises in Southeast Asia, which often face major challenges in
accessing capital from traditional financial institutions.

Table 1. The Relationship between Digital Payment Use and Micro
Business Growth in Southeast Asia (Source: ADB, 2022)

It Country Digital Payment Usage Micro Business Growth
(%) (%)
1 Indonesia 45 10
2 Philippines | 52 12
3 Vietnam 40 15
4 Thailand 55 14
3. Challenges and Obstacles in the Implementation of Digital Payments

While digital payments have been shown to improve financial
inclusion, there are several challenges that still need to be addressed,
especially related to financial literacy and digital infrastructure. In some
Southeast Asian countries, such as Indonesia and the Philippines, digital
literacy is still a major challenge, especially among micro enterprises
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operating in rural areas. According to the OECD report (2020), around
45% of micro businesses in rural areas still struggle with more complex
digital payment technology.

Another obstacle is the limitation of internet infrastructure, which is
still the main obstacle to digital payments in several developing countries.
For example, in some remote areas of Indonesia and Myanmar, limited
internet access has led to slower adoption of digital payment systems
compared to urban areas. Research from the GSMA (2021) shows that
more than 30% of micro businesses in Southeast Asia complain about
using digital payment services, which hinders the smooth flow of
transactions.

However, governments in Southeast Asian countries have begun to
respond to this challenge by expanding internet access and digital literacy
programs for small and micro businesses. For example, the "Digital
Village" program in Indonesia aims to provide free internet access to
remote villages, as well as training on the use of digital financial
technology.

4. Policies and Recommendations to Increase Financial Inclusion

To increase financial inclusion among digital micro enterprises,
policies that support the development of digital infrastructure and
increase financial literacy are needed. Based on the findings of this study,
one of the main recommendations is increased access to fast internet in
remote areas, which will encourage more micro-businesses to adopt
digital payment technology. In Vietnam, for example, large investments in
digital infrastructure have helped increase access to digital financial
services by 30% in five years.

In addition, it is also important to launch financial literacy
programs that focus on micro businesses. Programs like this can be carried
out through cooperation between you, financial institutions, and fintech
service providers to provide more in-depth education about the benefits
and how to use digital payments. The Philippine government has
launched a similar initiative through "Digital Financial Literacy for SMEs"
which has proven effective in increasing the use of digital payments in the
country.

With the adoption of the right policies, the positive impact of the
use of digital payment systems on financial inclusion will be even more
significant in the future. Measures such as increasing digital literacy can
help more micro-enterprises in developing countries to reap the full
benefits of digital financial technology.

D. Conclusion

This research successfully answers the main goal, which is to
identify the role of digital payment systems in increasing financial
inclusion for micro enterprises in Southeast Asia. From the results of the
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analysis, it was found that the use of digital payment systems has a
significant influence on micro businesses' access to formal financial
services. With a coefficient of 0.8581, this study reveals that every increase
in the use of digital payments contributes positively to increasing financial
access for micro businesses. This shows that financial digitalization plays
an important role in expanding financial inclusion, especially in emerging
markets that have sizable unbanked populations. These findings are
supported by data from various countries in Southeast Asia, such as the
Philippines and Indonesia, which show a significant increase in the use of
digital payments since the introduction of various fintech platforms.
However, this study also found that there are still several
challenges that must be overcome, such as low digital literacy and limited
internet infrastructure in some rural areas. These challenges are hindering
the wider adoption of digital payments, although the potential benefits are
already clear. Therefore, government policies that encourage the
development of digital infrastructure and increase financial literacy
among micro enterprises are very important. Thus, the study concludes
that while digital payments have had a positive impact on financial
inclusion, greater efforts are needed to address existing structural barriers
for these benefits to be felt by more micro-enterprises in Southeast Asia.
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