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Abstract: The study analyses comparativesefs ofForeign Direct InvestmentQl) inflows on

youth unemployment iRast African CommunityeAC) founding member countries of Kenya,
Tanzania and Uganda. Based on time series data from 1990 tq #@6\uto Regressive
Distributed Lag (ARDL) regressiorevealed that, FDI significantly influences reduction in
unemployment rate in Kenya by 0.708%. The results in Tanzania and Uganda showed that, FDI
inflows increases unemployment rates by 0.337% and 0.852% respectively. The results revealed
that, FDI is ggnificantly benefiting Kenya young generation through job creation, as compared

to Tanzania and Uganda. Unemployment rate in Kenya has been reduced significantly due to
FDI inflow by 0.14 % by each percentage of FDI inflow. The favourable economic aatl soc
policies in Kenya, have been well integrated into investment policies and result into positive
prospects of employment creations. In Tanzania and Uganda, FDI inflows have not been much
effective on youth unemployment. Every percentage of investmeith gcauses an increase of
0.34% and 0.85 % of unemployment in Tanzania and Uganda respectively. Based on these
results, it is recommended that, both Tanzania and Uganda should revisit their FDI related
policies to ensure the FDI programmes are beneficiaéducing unemployment rates.

Key Words: Foreign Direct InvestmerEDI), Unemploymentates East African Community
(EAC)

1. Introduction

Despite otthecommon goal of increasing economic growth throaglumber of joint initiatives,
countries involed in integration have alsbad their own country policies to achieve the
objectives. Attracting Foreign Direct Investment (FDI$ one of the strategy to ensure
improvement in macroeconomic and hence economic growth. Creation of decermtojdrsy
reduction, increasing exports, infusion of technology, skills and knowledge and support to local
firms to access international marketee among the positive benefits of FDI (Mottaleb and
Kallirajan, 2010). Globalization, competitiveness and free market euesaare best facilitated

by presence of FDI in the countries (deal, 2009).Wor ker 6s expl oitation
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companies especially those investing in developing courdresomeof the negative effects

that arecaused by FDIsuch as;Slavica ad Andreja (2014haveconfirmed that FDI is a source

of economic development and modernization, income growth and employment. Others are
additional domestic capital accumulation and essential spill over effects to the rest of economy.

Investors are alsoobking for some factors before deciding to invest. Conducive political
environment, security, macroeconomic conditions, legal and regulatory environment, fiscal
incentives are among the key drivers for investment decisions (World Bank, 2017). The East
African Community members are also among the countries valaid ben attracing FDI to

gain from its benefitdike competitiveness and accessibility to new markets. The countries in
East African Community are among developing economies, characterised bgadpiglation

growth, low income, inequality, poor health and educational social services. With inadequate
domestic resources, these countries are also among recipients of official development assistances
(ODA) in the form of grants and loans of various tinstents adding to FDI for job creation and
accessibility of foreign markets.

The East African Community was established in 186dcollapse 10 years later in 1977. By

then, there were three member countries of Kenya, United Republic of Tanzania amh.Ugan
The reestablishment of th&€€ommunity in 1999, was followed by EAC Treatiiat was
developed in September, 1999; ratified and went into force in July, 2000. It is an inter
governmental regional organizatidghatinvolves 4 pillars which argCustoms Wion, Common
Market, Monetary Union and Political Federation (EAC, 2017). While the Customs Union and
Common Market pillars are in the implementation stage, the Monetary Union is in preparatory
stage and Political Federatiomat its infancy stageCurrerily, EAC has six member countries
including Burundi, Kenya, Rwanda, South Sudan, United Republic of Tanzania and Uganda.
The block has a total of 150 million people as of 2015, in which 22% resides in".uflan
member countries cooperate in many areaduding trade, monetary and fiscal affairs,
investments, infrastructure development, human resources, natural resources and wildlife
management, health and education, language and culture. According to Mwasha (2012), among
the benefits that the integrati can provide to its memberslude;the increased flow of FDI due

to its market size, economic growth, market opportunity due to population size and job creation
for the people. This study focuses on three founding member countries who initiateddhalregi
integration, which areKenya, TanzaniandUganda. These countries have been involueithe
Community creation processince its initiation stage, in many strategic policies regarding
economic performance in the block and in their individual coestri

Despite of common interest of having a strong economic and political regional block, each
country is unique and specific. There are sevamr@hsn which investors are interested to invest

into each countryof the EAC. Theseaareas are based diifferent interestdy each of the
investors. Each country differs in the level of development, policy and regulatory frameworks,
security and are ranked differently in easiness of doing business. The internal factors among the
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countries in EAC, play importambles in determining the extent of FDI inflow (Kinyuah, 2012).
With different levels of FDI inflow, the benefits enjoyed could also W&emint. This study
examinedhe impact of FDI inflow irthethree EAC founding members.

There area number oftudies which have analysed FDI related issues in regions and at country
levels (Kinyuah, 2012; Marco, 2011; Otieno et al, 2013, Rwothungeyo, 2015, Slavica and
Andreja, 2014). However, analyses on how each country in the EAC comparatively have
benefitted from th FDIs have been few (Otieno et al, 2013; Rothungeyo, 2U0hB)efore, ti is
imperativeto analyse how important sectors have been benefitted from FDI inflows so that,
successes recognised and challenges anatgsetie usetb reflect on respective poles and
regulatory frameworks irachcountriesof the EAC. This studysoughthow Kenya, Uganda and
Tanzania have each benefitted from long run FDI inflows. It fatosehe creation of jols, i.e

on how much the FDI has managed to reduce unemployntestinatheEAC member countries
andeaclcountriesé6 expected benefitscovereddperd r | on
from 1990 to 2016 because of adequate data availability of the variables from this period. The
remainder of the study is orgaeds as follows: Section 2 gives theoretical and empirical
evidences on FDI development perspectives and FDI impact on unemployment rates in various
countries. It also highlights the FDI inflow and unemployment rates in Kenya, Tanzania and
Uganda. Section 8utlines the methodology used in analysing the effect of FDI inflows in the
EAC countries and section 4 presents the results and discuss them. Conclusion and
recommendations are given in section Shefstudy.

2. Theoretical Literature Review
2.1  Motive of Foreign Direct Investments

According to United Nations Conference on Trade and Development (UNCTAD), FDI is an
investment made to acquire lasting interest of an enterprise operating outside the economy of an
investor, i n whi ¢ h dain wmansgementdwice pnuthep investment s t o
Furthermore, to enhance the justification of FDI to host country, OECD (2afiBned that,

with the right policy framework, FDI can be an important source of financial stability, promotion

of economic developmérand well being ofa society. The organization furthermore clarified

that, the investor can ban individual, a group of related individual, incorporated or
unincorporated enterprises, public or private enterprises, or a group of related enterprises; whic
hasacquire ateast10% of voting power in corporation or enterprise or equivalent and a resident

in another economy.

A number of studies have explained evolvement of FDI and motivation behind investments.
After World War 1l, FDI has been seen to play important role at both national and
international levels for entire economic development. FDI theoriesleen dynamic ever since

with underpinnings of FDI, led to define the theories differently. According to Nayyar (2014),
traditional FDI theoriegiffer from modern perspectives 6Dl motivation. Hymer (1960) and
Kindleberger (1969have beerrhampions in explaining investments in areas where completion
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is stiff and strong. They were of the opinion that, companies could find ways of acquiring new
markets, technology, skills, higher costs of information other than international trade. Because of
international competition with local firms, challenges in research and development, new skills,
high transaction costs, investment in foreign countries cbeldindertakenThey affirmed to
multinational companies that, international trade involvement challenges can be overcome
through investment in foreign countries for overall profit increase (Calvet, 1981). Williamson
(1979) asserted that, because of imgetibn of international markets using their capitals, skills
and technology, internal markets in multiple countries could also create needed markets and
achieve desired goals and objectives (Nayyar, 20E#plaining further the FDI motive,
Dunning (1973)as noted by Francet al (2008) was of the opinion that, firms, in pursuit of
seeking profit maximization objective, should possess their ownership of assets and skills in
another nationalitgo asto exploit the new markets. Dunning stressed three impoagpects in

which firms operating in the foreign country could be benefitted which are atwutl is

OLI?). These are:

i. Ownership of the specific assets
il. The assets should be at the location in which the firms opardte
iii. Production shoultbe within the country in which firms operate.

Dunningdés eclectic paradigm on FDI , has gaine
it combines both traditional and modern theories to FDI. However, it was criticized for inclusion

of many variales. This criticism led to development of Investment Development Cycle (IDP)
theory which is a modern theory in which investment decision is linked to development stage of
the host country. This theory rooghlitd miciesand t hat ,
laws, have a direct influence over FDI decisions. On modern FDI theories, Aliber (1970)
asserted that, weaker currencies over strong
he tested his theory and worked in USA and Canada. Thisytwesss however criticised for

ignoring the pattern of FDI into the poor and developing countries, where the currencies are
weaker.

Product Life Cycle was also explained as a motive of FDI that, because of stiff competition and
technological advancement,goiucts become matured and that firms could look into new areas
of investment and product developmentaheaper costs (Lattore, 2008). This could be done
through FDI. I n case of FDI from developing
outlined ashe most effective motive of all. Exerting policies that are restrictive at home country,
could force the firms in the developing countries to invest abroad where policies are less tight.
This was sighted as an example of many Indian companies to invaster countries. This is

also inline with political risks that make multinational companies to decide to invest into other
countries (Nayak, 2014). The FDI theories have been dynamic. Many factors have been
discussed by different studies on hbewe caus#FDIs and how they have benefitted recipient
countries. In general, technology sophistication, trade openness, human capital stock,
geographical locatioandinfrastructure are also important determinants of FDI.

2.2  FDI and Unemployment
Among the benefid that FDI is expected to bring to recipient country is employment
opportunities particularly to youth. Among the strategies to reduce unemployment rate in
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economies, is to create conducive environment for FDI, which is expected to bring in new
expertise ad technology which will enhance capabilities of the locals and hence employment
opportunities (OECD, 2016).hough the benefits do not come automatically, the host countries
have been urged to develop transparent and effective policies for attractinghBDizould
ultimately bring in positive spill over effects (Palat, 2011). One of the expected benefits of FDI is
reduction of unemployment rate of host countries. &tratl (2014) has also confirmed on the
positive relationship between FDI and unempleyand that, when FDI increases, it creates
employment opportunities hence reduction of unemployment of host country.

Hall (2011) has explained tlenfirmatory direct linkage between FDI inflow and reduction of
unemployment rateHe noted that when poductivity slow downit increases unemployment
rate. Since FDI is directly linked with increased productivity (OECD, 2016), its slow down have
direct increase in unemployment rate. Availability of cheap labour in host country has been
named as one of théeterminants of FDI, in which, in return, grows the employment rate
(Slavica and Andreja, 2014kparet al (2016) explained that, one of the factors that caused
economic down turn and increasing unemployment rate in Malaysigdheakecrease of FDI
inflow. Others that were named to be negative effects of FDI to host countries incdidef, r
political and religious influence, higher castisfluence on exchange ratesid domestic
investments.

2.3  Empirical Evidences

Apart from theoretical perspective® how FDI can negatively impact unemployment rate in
host countries, a number of evidences have brought forward to nail this theonet Ighan
(2016), using ARDL, founaeut that, unemployment rate was reduced by increasing of FDI in
Malaysia, after a peod of rising unemployment rate between 1982 and 1986. The FDI was
significantly found to reduce unemployment rate by 12.23%. A strong correlation between
unemployment and FDI was found in Pakistan by étcgll (2014). They founaut that, at least
0.47% of unemployment rate was reduced by FDI in Pakistan between 1983 and 2010. They
analysed the relationship using correlation and Analysis of Variables (ANOVA) techniques.

In the same line, Magboat al (2013) found a negative correlation between unemploymed

FDI, in such a way that, for every unit of investment, unemployment rate was reduced by
0.091%. They used ARDL method in their analyses in Pakistan from 1976 towards 2012. In
Japan, Palat (2011) fourmait a strong correlation between FDI inflow angemployment rate,

using correlation and quadratic analyses. The Foreign Direct Investment in Balkan States during
20007 2014 showed no significant impact on reducing unemployment rates with the exception
of Croatia, though the rates are still very highe3e results were found by Grahovac and Softic
(2017) using multiple regression analyses. On the same range, FDI was found to cause no
statistical significance on unemployment in Macedonia during 192913 as evidenced by
Djambaska and Lozanoska (201%5he short term influence of FDI on unemployment rate was
found in Poland by Balcerzak and Zurek (2011) during 192809, where they suggested for

the internal policies review to encourage long term impact of FDI on unemployment. Eldeeb
(2015) foundout that, FDI causes increase in unemployment rate in Libya from 1999 to 2014.

“https://connectusfund.org



The PanAfrican Journal of Business Management, Volume 5, issue2021

Using Ordinary Least Square method to find his results, he described internal policies to have
caused the FDI not to work towards reduction on unemployment rates which was ingthefran
30% during the period of study. Liu and Lu (2011) found that, the outward FDI causes
significant drop of unemployment rate in China using Johansentegration and Toda and
Yamamoto Granger Causality Test from 1982 towards 2007.

From these redts, it is evident that, FDI have negative effects on unemployment rates in many
places, though some few studies showed different results. This atadysedcomparative
impact of FDI on unemployment fdhe three East African Countries of Kenya, Tanzaaumal
Uganda from 1990 to 2016.

2.4  FDI and Unemployment rates in Kenya, Uganda and Tanzania

Like many economies, the countries in East African Community hegegbeen attracting FDI
aiming at enhancing macroeconomic conditjonBe key onehas been on tbeeation of job
opportunities and hence reduction of unemployment rates. During the period of study, Uganda
was experiening the average highest FDI inflow (FDI), with the lowest youth unemployment
rates followed by Tanzania. The highest youth unemploymate has been experience in
Kenya, with the lowest FDI inflow. The youth unemployment rates (UR) and the FDI inflow
trends are presented in the Figure 1.

FDI AND YOUTH UNEMPLOYMENT RATESIN
KENYA, TANZANIAAND UGANDA
1990- 2016
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Figure 1: FDI and Unemployment Rates in Kenya, Tanzania and Ugand890i 2016

The average FDI percentage of Gross Domestic Product (GDP) in Ugardfayearswas
3.13%, while itwas3.06% in Tanzania and 0.73% in Kenya.
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3.0 Methodology

The variables used for analyiag the macroeconomic factovgereindependent vaables of FDI
percentage of GDP, population growth (POP) and Gross Domestic Product (GDP) growth rates.
The youth unemployment rate (URjpsdependent variable amdasthe rate of unemployment

for youth between 15 45 years of age. All variables datereobtained in the World Bank data
sheet.

The data variablewere tested for stationarity by using Augmented Dickey and Fuller (ADF)
which caters for small sample data and the Auto Regressive Distributed Lag (ARDL) method
wasused for regression analysishé ARDL is suitable when data are stationary at level and at
first difference (Nkoro and Uko, 2016). The FDI and Gi@EBre expected to have negative
impact to unemployment, while population growtias expected to have positive influence on
unemployment. Thestimated model is as shown in equation 1. The variables used are those in
Magbookt al (2013).

UR, = By+ B,FDI 4 B,GDP, + B.POP. + 11, e, 1

whereaslUR is unemployment rate which is dependent variable BRY GDP, ard POP are
independent variables which are Foreign Direct Investment, Gross Domestic Product and
population growth. Théy is an intercept when all independent variables are zero and the other

bbs are the coeffi ci en abledfthe charge @f depeadent vamadle p e n d
Thet is time variant of variable§.o check whether the models are reliable and not spurious, the
Histogram and Normality Test and Serial Correlation are taken on their residuals. The
probabilities of JaqueBera ar~Statistics of the tests should be more that 5% to reject null
hypotheses of abnormal distribution and presence of serial correlation of residuals respectively.

4.0 Results and Discussions
Unit Root Test

The unit root test performed revealed that, Eata for Kenya; and GDP and POP for Uganda
werestationary in level. Other variablegere stationary after first difference as shown in Table
1. The maximum lag of 6 was automatically selected by Schwarz Information Criterion.

ARDL F-Bounds Test

The ARDL F-Bound Test was used to test whether the variables have long term relationship or
not. The results revealed significant positive-im@gration between variables in all three
countries.

Swww.data.worldbank.org



The PanAfrican Journal of Business Management, Volume 5, issue2021

Table 1. The Augmented Dickey and FullerUnit Root Test

UNIT ROOT FIRST DIFFERENCE
UR FDI GDP POP UR FDI GDP POP
Kenya |-1.5415 [-4.5254* |-2.9753 |-0.5686 -7.5519* - -6.2913* |-5.0759*
Tanzania|-0.6912 |-2.8302 |-1.8110 |-2.0533 -4.4031* -7.7688* |-6.0887* |-3.7617*
Uganda |-2.6979 |-2.1559 |-4.134% |-3.4829* -3.3178* -4.3319* |-5.7018*

Note: the * indicates the significance at 5% level.
: thel indicates that, the variable data is stationary at level.

All F-statistic values passed the critical value at 5% significant level of 3.6yakdowed a
value of 9.15, Tanzania had a value of 5.99 and Uganda had a value of 13.85. The long term co
integration revealed the following results in Table 2.

Table 2: Results of ARDL Long term relationship of UR, FDI, GDP and PORnN three East
African Countries

COUNTRY CONSTANT FDI GDP POPULATION
GROWTH
Kenya 0.877** -0.708** -0.144** -0.177**
Tanzania -0.319** 0.337** 0.443** 2.412*
Uganda 0.071 0.852** -0.090 -0.013

Note: ** denote significance at 5% level and * denotgsificance at 10% level.

The ARDL regression revealed that, FDI significantifluences reduction in unemployment

rate in Kenya by 0.708%. This result is the same as found betAai(2013) and Irpast al

(2016) whichwasas expected. The growing GDhiKenya was found to reduce unemployment

by 0.144%. However, population growth reduces the unemployment by 0.177%. The results in
Tanzania and Uganda, showed that, FDI inflow increases unemployment rates by 0.337% and
0.852% respectively. These resultere the same athose that weréoundoutby Eldeeb (2015),
contrary to what has been expected. The increased GDP and population growth in Tanzania
influencal unemployment rates by 0.443% and 2.412% respectively. GDP ceduce
unemployment in Uganda as expttby 0.09%. Population gromteducedunemployment rate

by 0.013% in Uganda, though not at significant levels. Both regressors and dependent variables
lagged at four periods whereas the lag length was determined by Akaike Information Criterion
(AIC) in dl countries.
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Model Tests

The tests were carried out to check whether the coefficients and residuals in thevmeoeléts

and do not correspond to any spurious relationships. The result showed that, both Histogram
Normality Test and BreuseBodfrey Seml Correlation LM Test rejected their respective null
hypotheses with their probability values of more than 5% as shown in the Table 3

Table 3: The Model Tests

COUNTRY HISTOGRAM NORMALITY TEST SERIAL CORRELATION TEST

Kenya JBT 0.359; Prob 0.835 F-statistics’ 0.466; Prob. 0.642
Tanzania JBi 0.918; Prob. 0.632 F-statistics’ 1.097; Prob. 0.371
Uganda JBT1 0.229; Prob. 0.891 F-statistics’ 0.074; Prob. 0.933

The Jarque Bera (JB) of Kenya model was 0.359 with the probalfil?y885. The Tanzania

FDI effect on unemployment had a Jarque Bera value of 0.918, with the probability of 0.632,
while that of Uganda had the Jarque Bera of 0.229, with probability of 0.891. For serial
correlation test, the-Btatistics in Kenydada vdue of 0466 with probability of 0.642, while of
Tanzania residuals had-dfatistics of 1.097 and probability of 0.371. The Ugandan model
residuals had +statistics value of 0.074 with the probability of 0.933. The lag length for the
serial correlation testwas 2.

5.0 Conclusion and recommendations

The study analysecomparative effects of FDI inflow on youth unemployment in EAC founding
members of Kenya, Tanzania and Uganda, from 1990 to 2016. The founding membershad a
commongoal of increasing equitableconomic growth through increased FDI in the region and

in their individual countries since at their foundation stage. Despite of common objective, each
member countrynada specific strategy to attract FDI in their own countries for improving their
macroeonomic environmest Youth unemployment is one of the common challenges facing
these member countries aadchindividual country strategies are being implemented to ensure
that, jobs are created for the young generations, through education, skills anbbdge
improvement among others.

The results revealed that, Rids significantly benefiting Kenya young generation through job
creation, as compared to Tanzania and Uganda. Unemployment rate in Kenya has been reduced
significantly due to FDI inflow by @4 % by each percentage of FDI inflow. The favourable
economic and social policies in Kenya, hdeen well integrated into investment policies and
haveresuled into positive prospects of employment creations. In Tanzania and Uganda, FDI
inflows have notbeen very much effective on youth unemployment. Every percentage of
investment growthcausedan increase of 0.34% and 0.85% of unemployment in Tanzania and
Uganda respectively.
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In Tanzania, the GDP growth has nmesulted into sufficient job creationdr the locals and
unemploymenincreasedamong youth by 0.44% for every percent of growth. In Uganda, the
casehadbeen opposite, whereas, economic growth, favours youth employment by 0.019%. The
population growtthadbeen significantly precipitating youtmemployment in both Kenya and
Tanzania, in which the effegtashigher in Tanzania by 2.42% compared to Kenya whiek
0.18%. Uganda had well utilized population dynamics especially of the growing youth
population whereas for every percesft populationgrowth, unemploymentvas reduced by
0.01%.

Based on these results, it is recommended that, both Tanzania and Uganda should revisit their
investment policies to ensutiee FDI programmes implemented in their countries, are those that
can absorb the availkb skills and knowledge of youths itheir respective countries.
Concurrently, these countries should enhance their youth enhancement programmes so that they
are well equiped with the skills and knowledge required in the FDI programmes. These
countries should enhance population management programmes so that, unemployment
challenges are well and significantly addressed by economic opportunities available.

6.0 References

Aliber, R. (1970) A Theory of Foreign Direct Investment. In: Kindleberger, C.P., Hzk,
International Corporation: A Symposiurbth Edition, MIT Press, Cambridge, MA,
17-34.

Aqil. M; Qureshi. M; and Ahmed. R; (2014). Determinants of Unemployment in Pakistan.
Internaltional Journal of Physical and Social Sciencé35- 682.

Balcerzak. A and Zeruk. M; (2011). Foreign Direct Investment and Unemployment. VAR
Analysis for Poland in the Years 1992009.European Research Studig$4(1) :3 -
14.

Calvet. A; (1981). A Synthesis of Foreign Direct Investment Theories and Theories of the
Multinational Firm. Journal of International Business Studies 12(1): 43 -
59Djambaska. E and Lozanoska. A; (2015). FDI and Unemployment. Evidence from
the Republic of Macedonidnternational Journal of Economics, Commerce and
Management3(12):73- 85.

EAC. (2017. East African Community Retrieved August 1, 2018, from East African
Community: www.eac.int

Eldeeb. O; . (2015)Foreign Direct Investment and itsnpact on Unemployment. The Case
Study of LibyaPrague: Czech University of Life Sciences Prague

Franco. C; Rentocchini. F; and Marzetti. G; (2008). Why do firms invest abroad? An analysis of
the motives underlying Foreign Direct Investmemsrking Papers 0817, Department
of Economics, University of Trento, Italy.

He. C; Wang. J; and Chen. S; (20@pril). What attracts foreign direct investment in China real
estate developmengpringer, 46(2):268- 293.

10



The PanAfrican Journal of Business Management, Volume 5, issue2021

Irpan. H; Saad . R; and Nor. A; (2016). Impact of Foreign Direct Investment on the
Unemployment Rate in Malaysidournal of PhysicsConferere Series, 71t - 11.

Lattore. M; (2008). Multinationals and Foreign Direct Investment. Main Theoretical Strands and
Empirical EffectsDepartamento de Economic AplicadaUlniversidsComlutence de
Madrid.

Liu. H; and Lu. J; (2011). The home employmefiect of FDI fromdeveloping countries: In the
case of ChinaJournal of Chinese Economic and Foreign Trade Studi¢®): 173 -
182.

Magbool. M; Mahmood. A and Sattar. A; (2013). Detrminants of Unemployment. Empirical
Evidences from PakistanPakistan EEonomic and Social Revie®/1(2):191- -207.

Mottaleb. K; and Kalirajan. K; (2013). Determinants of Direct Foreign Investment in Developing
Countries, A Comparative Analys&SARC Working Paper 2010/18p. 1- 27.

Mwasha. O; (2012). The Benefits of Regal Economic Integration for Developing Countries in
Africa. A Case of East African Community (EACKorea Review of International
Studies 31(4):69- 92.

Nayyar; P. (2014, June). Traditional and Modern Theories of Fiérnational Journal of
Businessaind Management Inventip8(6) :23 - 26.

Nkoro. E; and Uko. A; (2016). Autoregressive Distributed Lag (ARDL); cointegration technique:
application and interpretatiodournal of Statistical and Econometric MethodS(4):
63-91.

Palat. M; (2011). The mipact of foreign direct investment in Japaicta Universitatis
Agriculturae et Silviculturae Mendelianae Bruneng6l -266.

Slavica. P and Andreja. M; (2014). Atttractiveness of East African Community (EAC) for
Foreign Direct Investmen&cientific Rexew, 47(3 - 4), 35- 49.

World Bank Group. (2017)Global Investment Competitiveness Report 2017/2018 Foreign
Investor Perspective®Vashington: World Bank.

11



The PanAfrican Journal of Business Management, Volume 5, issue2021

Accessible Tourism to People with Disabilities in Africa: A Review
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Abstract: Although most of the African countries have laws and regulations that protect the
rights of people with disabilities in every aspetttleeir lives, includingleisure and tourism,
people with disabilities still do not enjoy tourism attractions. The main objective of this study
was to review the published articles Google Scholar, EBSCOhost, and Science Dorect
African accessible tousm. The study specifically analyzt#tte extent to which the existing
published studies have addressed accessibility in accommodation, transportation, destinations,
accessible amenities/recreation as well as in information. Based on a content analyss of th
analyzed academic articles from both supply and demand side, this studytdtinat most of

the African countrieswere still not capable of accommodating travellers with disabilities.
Limited facilities at the tourist sites, negative attitudes towdisdbled people, limited assistive
technologies, inaccessible transport facilities as well as the provision of inaccurate and out of
date travel informatiorwere among the key factors limiting travellers with disabilities from
taking leisure trips to Afrian tourist destinations. The African governments have to start
preparing the environment conducive for the suppliers to start providing services that will offer
positive and memorable tourist experietacéravellers with special needs.

Keywords: Accessille Tourism, Tourism for people with disabilities,People with
Disabilities Africa Tourist Destinations

1.0Introduction

Tourism is an important sector for the economic development of most African economies
(UNCTAD, 2017) The sector has helped most loé tAfrican countries to move away from the
dependenheconomy to the service sector (Margtial.,2011).It is the fastesgrowing sector that
contributes significantly to employment creation, foreign exchange, investment, strengthening
regional integratin, as well as reducing poverty for most of the countffdsica Tourism
Monitor, 2016) This sector also serves as a tool in establishing closer bonds between cultures,
countries, and peopl@chaAnyi, 2018) The importance of this sector in African otities has

been reflected by the amount of foreign exchangelthatbeergenerated over the years. For
example, it was reported that the continent received about $ 36.2 billion in 2018 from 62.9
million received in 2016 from the international visitor aafts (African Development Bank
Group News, 2018)t is estimated that the sector will contribute $269 billion to the GDP of the
African continent andt is projected toffer 29 million new jobs by 20Z8frican Development

Bank Group News, 2018)

The touism sectothascontinued to progressively become a primary social .nElee sector is

reported to have a positive effect on people that are directly involved in the sector (Ozturk,
Yayli, & Yesilitas, 2008; Eichhorn, Miller, & Tribe, 2013). This sectokmsown for its role in
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bringing people together (Edusei al., 2015). Unfortunately, the participation of people with
disabilities in the tourism industry has been limited compared to-baled individuad.

Globally, it is estimated that about 15% oéth wor | ddés popul ati on, whi c
people live with some form of disability of which 2% to 4% experience significant difficulties in
functioning (World Health Organization, 2019). This figure is expected to increase and reach 1.2
billion peopk by 2050(Vila, Darcy, & Gonzalez, 2015)ue to demographic changes, natural
disasters, accidents, as well as the increase in chronic diseases; sliahedss, cardiovascular
disease, cancer and other mental health isSuRSVTO, 2011). The global statics indicate

that between 12290 million people which is 1#50f the world population in the tourism market

would require accessibility (Burnett & BendBaker, 2001). Developing countries are estimated

to have a higher growth rate (NIA & NIH, 2011paut 75% of the worl dés
lives in developing countries such &drica, Latin America, and SoutBast Asia

Due to increase in the number of people with disabilities globally, several initiativesakere

to make sure that the right$ people withdisability requirementsvere protected. In the 1990s

the world started movements to fight for the rights of people with disabilities. Americans with
Disability Act of 1990 and the Disability Discrimination Act of 1995 are some of thelinitia
policies and acts that championed the development of social mentality. In the 2000s, other
conventionssuchags he Uni ted Nationsd® Convention on t he
2006 under article 9 was introduced to recognize the fact tbptepeith disabilities have a right

to access buildings, physical environment, information, and communication and the convention
under article 30 claims that disabled people have the right to cultural life including leisure and
sport.These acts implyhat all individuals regardless of their physical nature are free to
participate in social or leisure activities without any hindrances. The outconfeseicarts
Disability Acts(ADA) andother similarconventions hee broughtto positive impact on the idea

of establishing and providing accessibility features to cater to the needs of all people.

Despite all the efforts to protect the rights of people with disabilities in toutiensgectois far

from being accessible to all and it is like a dream that eapmberealisedoy manyBélanger &
Jolin, 2011) People withdisabilities are still excluded from enjoyingpurism activitiesand
disabled travel market has been ignoi&dorence, 2018\nd it isan untapped market for
tourism(Avis, Card, & Cole, 2005)As a result, very few countries and companies have shown
interest in servinghem (Snyman, 2004)because they see it as a nicherket(Vila, Gonzélez,

& Darcy, 2019. This is why hotel owners and manager
hotel roomsappropriately to people with disabiliti@sarcy, 2000)Travel agents, on the other
hand, are inhibitors to people with disabilities(McKeroéteal.,2003), while some of the service
providers are not willing to serve thefDaniels, Rodgers, & Wiggins, 28). Others service
providers are unaware amnghresponsive to their nee@@reeman & Selmi, 201()ecause they
believe thathe demand for this target market is w¢8ki, Cole, & Chancellor, 2013nd that
people with disabilities have less income andytlaee highly dependent on their pensions
(Souca, 2010)

This travel market is also seen as an expensive tourism market to satisfy (Burnett & Bender
Baker, 2002; Chikuta, Kabote & Chikanya, 2017). Issues suchusling ramps, providing
enough parking gaces, constructing disabilifyiendly rooms as well as installing expensive
technology to communicate with disabled people reflect some of the common perceptions
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emergng from tourism and travelelated business suppliers regarding serving people with
disabilities.Because of such allegations, a good number of researchers thought that there was no
need to invest in this area. This is why studies of people with disabilities in tourism are limited

(Shi, Cole, & Chancellor, 2012Most of them started at tlend of the 1980s and the middle
of the 1990¢Cavinato & Cuckovich, 1992)

Most of the existing literature on disabilities and tourism is from the United Stdtds &
Singh, 2007) CanaddJoppe, 2003and various countries within European count({®azmann,
1999) This is so becausg developed economies have introddidaws at the national and

supranational level to assist them with the provision of services to people with disabilities

(Richards, Pritchard, & Morgan, 2010; Bombom & Abdullahi, 2016) contrast,there are
limited studies that have been done in Afri€his is becauséAfrican stats started takingheir

active role in issues related to international rights of persons with disability covenant (UNCRPD)

only in 2006. The intention was fdhe countries to make sure that all citizens with special
requirementsvere provided with opportunities that impraveheir socieeconomic wellbeing

(Manatsa, 2015Even though Africa hakeeninvolved in the movement towards protecting the
rights of dsabled peoplethe emerging market is still undeepresented (Mensah, Badu &
Opoku, 2015).

Disabled people in Africa have been facing a lot of barrfegarding leisure and tourists
opportunities. Table 1 summarises some of those challenges.

Table 1: Baries FacindDisabled people in Africa

S/No. | Barriers Source

1. Negative attitude from th| Naami, Hayashi, & Liese, (2012); Oladokun, Ololajulo
society and service providery Oladele, (2014); Mensah, Badu & Opol

(2015);Bombom & Abdullahi, (2016); lakaku, 2017
Adam, Boakye & KumiKyereme, (2017),

2. Lack of accessibl¢ Bisschoff & Breedt,(2012; Chikuta, (2015; Khumalo

accommodation &Ndlovu, (2017; Mangwiro et al., (2018; Meskele,
Woreta & Weldesenl{2018

3. Limited facilities at theg Lwoga & Mapunda,(2017); Refaat & Ibrahim,(2017);
culturalattraction areas Ibemet al.,(2017); Chikuta, Kabote & Chikayd2017)

4. Lack of trained personnel { Tamer, (2011); Oladokun, Ololajulo & Oladele(2014);
communicate with disable] Lwoga & Mapnda, (2017); Refaat & lbrahim,(2017);
people Chikuta, Kabote & Chikaya(2017); Chikuta, DuPlessi

& Saayman(2018),
5. Lack of clear and up to da| Adam, Boakye & KumiKyereme, (2017; Chikuta,
information DuPlessis & Saayma(018),
6. Ignorance of serge providers Spencer & Mngayi, (2017); Abd-Elraof, Dawood
&Mohamma, (2018; Chikuta, DuPlessis & Saayma
(2018),

7. Inaccessible transport systef Bombom & Abdullahi, (2019; Chikuta, DuPlessis &
Saayman(2018)

8. Lack of appropriate activit) Chikuta, Kabote & Chikayd2017)
for disabled people
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Scholarly articles reviewedccessible tourism to people with disabilities in Africa in its totality

is lacking. Given this lacunahé intention of this studyasto review the scholarly articles on
accesdile tourism to people with disabilities in the context of Afritaassessd the extent to

which the existing accessible tourism articles published in Africa have focused on addressing
issues related to accessible accommodation, accessible transpoaeatessible destinations,
accessible amenities/recreation as well as adoesgormation. This study focused on those
areas because people with disabilities are highly depdf/edjoyingtourism offerings because

of limited accessible accommodatiomiied accessible transport, lack of facilities at the tourism
sites as well as unclear and -olatted travel information (Eichhoret al., 2007). Furthermore,
information regarding accessible accommoda#tad accessible attractions is crucial to people
with special needs because they have a significant impact on their decision to select destinations
(Gladwell & Bedini, 2004)

This analysis was motivated by the fact that there is an increase in the number of disabilities in
Africa. For example, based on ZDTensus datat was reported that 3% of Ghanaotal
populationwascovered by people with disabiliti¢&hana Statistical Service, 2014pout 10%

of the total population in Zimbabweere disabled peopldChoruma, 2007)7.5% of the
population in Sout Africa was covered by disabled people (Rearden, 2017 cited in Spencer &
Mngayi, 2017), Egypt was reported to have 951,152 disabled pédpl&hram Weekly
Newpaper, 2010Ba s ed o n Natonat Bopulatod,andousingCensudata of 2012

it wasestimatedhat5.8% of all citizens in Tanzaniaerepeople with disabilitie§URT, 2013)
Therefore, these statistics reflect a significant message to tourism industries. Therefore, tourism
industries in African countries need to develop an interest terstand the needs of this
emerging travel market.

Meeting the needs of people with disabilities helps service providers to attain both social and
corporate responsibilitfChang & Chen, 2012)The ability to satisfy this travel market will not

only be anobligatory task or a charity case as it used to be, dmdrrather a means to attain
equity and equality which are pillars of tour@msustainable developme(itwoga & Mapunda,

2017) The assessment of accessible tourism in the context of Africa willdar insights on

what needs to be done to accommodate people with disabilities. Moreover, with the increasing
life expectancy in most parts of the world, the growth of urbanization, fregeenrrences of
accidents in African countrieshe population oflisabled people is increasing at a faster rate.
The disability travel market is a rapidly growing tourism market that includes people suffering
from some form of impairments as well as the aging population which, frequently, develops
sicknesses that leao disability (Buhalis & Michopoulou, 2011). This travel market covers
family members, friends, and caretakers/givers. This shows that the disabled travel market is a
potential new market in the worldf tourism industry;henceit should not be ignored.
Furthermore, despite all the challenges affecting them from taking leisure trips, disabled people
do travel and they havihe same travel motivations just like aldedied persons (Chikuta,
DuPlessis Saayman, 2017and they are willing to pay any amouatget their desired services
(Mangwiroet al.,2018).
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S/N ' Author(s)

Data
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Major Findings

Odufuwa | Mobility pattern of disabled | Regression | Determinants of traveling in
(2007 people & the barriers that | statistical company of relatives differs
hinder tleir access to basic | techniques. | by the extent or severity of
need Nigerian Cities the physical disability, travel
environment, available
modes, distance, purpose 0
travd and immobility of
disabled people in
developing countries
Mensah, | Barriers persons with Descriptive | People with disabilities face
Badu, & disabilities face when statistics bariers to facilities and
Opoku accessing recreational structures at tourist
(2015) facilities in Ashanti region destinations.
of Ghana.
Bisschoff, | Reports on a consumer Qualitative | Key areas in the hotels with
& Breedt, | service index (CSI) model | research problems were thereception
(2012) that was developed for the bathrooms, bar area and
accommodation industry in swimming pool.
South Africa
Chikuta, investigated the travel EFA People with disabilitieshave
du Plessis, | motives of people with ANOVA the sane motivation for
& disabilities to national parks Spearman naturebased travel as the
Saayman, correlation ablebodied individuals.
(2017
Lwoga, & | Barrier approach to examin| Qualitative | To a certain extent, the site
Mapunda, | the challenges faced by case study | caters for peoplaith
(2017 cultural tourism sites in disabilities
Tanzania,
Issahaku, | Leisure motivations of The Leisure motivations of
Akwasi & | disabled people in Ghana. | independent | disabledpeople are
Kwaku samples Heterogeneous.
(2016) one way
ANOVA
Issahaku | Explore the leisure Discriminant | Inability to participate in
(2017) aspirations opeople with Analysis different activities was

visual impairment in Kumas
Ghana

caused by financial
constraints, lack of social
support and inaccessible
physical environment.
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Major Findings

7 Chikuta Do thefacilities meet the Content The existing facilities are no

(2015) expectations of tourists withh Analysis user friendly to people with
disabilities in Zimbabwe? | Descriptive | disabilities.
statistics

8 Bombom | Travel patterns & challenge Physically disabled people
& encounteredypthe feels that the society is
Abdullahi, | physically disabled in Jos discriminating them even in
(2016) Nigeria access to transportation.

9 Refaat and| Accessibility problems & Exploratory | Sites are partly accessible b
Ibrahim challenges which prevent th study not totally disabilityfriendly.
(2017) improvement otheseleced

famous ancient sites
Monuments in Alexandria
(Egypt)

10 | Spencer, &| To assess whethemwners of Tourism service providers in
Mnqayi, accommodation, transport the areas do not theoreticall
(2017) service providers and and practically understand

tourism offcials understand the concept of universal
the concept of universal accessibility in tourism.
accessibility in South Africal

11 | Mangwiro | Explore the pereptions of | Thematic Zimbabwe still lag behind in
et al people with disabilities on | analysis. terms of accepting the need
(2018) the compliance of to introduce innovate

Zimbabwean hotels in the facilities to accommodate
provision of innovative people with disabilities.
facilities for guests with

disabilities in Harare.

12 | Tamer Investigate the ability of thel Kolmogorov | Staff should be provided wit
(2011) Egyptian hospitality industry Smirnov test. | the proper training reqred

to accommodate special to attract and satisfy such a
needs customers. sensitive segment.

13 | Adam, Leisure constraints of Content Leisure constraintsof
Boakye, & | visually and physically analysis visually and physically
Kumi- disabled people in Ghana disabled people involveid
Kyereme the study are human induce
(2017)

14. | Ibem et al.,| The extent to which the Content The three museums complig
(2017) design, planning, and analyss. reasonably well when it

construction of museum
buildings and facilities in
Nigeria comply with the

principles of universal

comes to approachability bu
performed below average in
accessibility and usability
parameters.
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S/N  Author(s) Aim of the study Data Major Findings

analysis
design and p
satisfaction.

15 | Meskele, | Evaluate accessible tourisn| Cross Ethiopia is facing a lot of
Woreta, & | challenges and developmer tabulation challenges in accommodatir
Weldesenb) issues irhotels and people with disabilities.
(2018) attraction sites in Ethiopia.

16. | Abd- Explore and evaluate Descriptive | Significant percentages of th
Elraof, disabled services and statistics approached resorted had
Dawood, | facilities provided for Oneway provided varied services an(
& persors with disabilities in | ANOVA facilities for people with
Mohamma | resorts in Egypt disabilities
(2018)

17 | Chikuta, To establishthe accessibility) A oneway People with disabilities,
du Plessis | expectations of nature ANOVA regardless of their type of
& tourists in Zimbabwe and | S p e a r m| disabilities regard employee|
Saayman | South Africa. rank order attitudes highly.

(2018)

18 | Khumalo, | Investigate the accessibility| Cross The majority of B&B
& Ndlovu, | of B&B facilities by tabulation facilities were found not
(2017). wheelchair bound persons | friendly to people with

Durban. disabilities.

19. | Cleopas | Application of the virtual Thematic The virtual tour videos are

(2019) reality 360° concepbtthe | analysis expected to be uploaded on
Great Zimbabwe monumen server for access by the ent
to produce virtual tour world on computers, tablets
videos of this worlescale and smartphones for adto
heritage site. allow patrons to navigate th¢

monument 6s ke
archeological sites.

20. | Oladokun, | Factors enhancing special | Chi-square | The physial environment,
Ololajulo | needs people participation i economic conditions and
& Oladele | recreation and cultural societal attituddimits people
(2014) tourism activities in Osogbo with special needs from

Metropolis. enjoying tourism.

21 | Chikuta, Challenges encountered by Inadequacyegarding
Kabote & | tour guides when touring equipment to cater for peop
Chikanya | people with disabilities at with disabilities affects tour
(2017) museum and national parks guides

in Zimbabwe.
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2.0Methodology

The main focus of the current study was to review and analyze all the studies that have been
done in the area of accessiblaiiem in Africa and shed lights as to what extent have the
published academic articles addressed issues of accessible tourism in connection to transport,
amenities/recreation, accommodation, destination, and information. In the current study, an
authordriven review approach was employed. This implies that literature was reviewed from the
author's interpretation than from the point of the concepts of view. This method was appropriate
in the current study because issues regarding accessible tourism seepvtiving in the area

of tourism and hospitality industry. Additionally, this method helps a researcher to capture the
intended meaning of the concepts from the res:s
the academic published articles in theaaod accessible tourism in Africa regardless of their
years of publications.

This study involved an extensive desk literature review. In this study, onliefigith articles
published in academic journals, mainly in tourism and hospitality were incl@@atference
articles, book reviews, abstracts, editor prefaces, internet columns as well as conference
proceedings were excluded from the analysis because of their limited if any, contributions to the
existing knowledge. However, information from WHO ctynreports and country statistical

data related to disability were used to justify the existing problem. Some of the information such
as definitions of key terms such as disabled people and accessible tourism was taken from books.
Three main tourism databe search engines such as EBSCOhost, science direct, and Google
scholar were used to download the reviewed articles. These databases are the largest and most
popular online search engine databases used in tourism and hospitality studies (Buhalis and Law,
2008).

In the process of searching for articles, the researcher used several keywords to search for the
articles, words such as faccessible tourismc
Ahospitalityo were used s ermpd wardsevhsyem@oyed toa t ti
generate the relevant articles for the study. Additionally, references cited in the published articles
were also traced to assess their relevance in the study. The decision to include an article for the
analysis was primarily ls@d on its relevance to the theme of the study. The initial search
retrieved a total of 258 articles. Then, each article was critically reviewed twice by the researcher

to justify its inclusion and to ensure its accuracy and obijectivity. The final segqrplocess

yielded 21 fulitext articles that were considered relevant for the analysis in the current study
(Refer Table 1)The researcher reviewed all 21 and assigned them to five research themes both
from supplier and demand sides. Finally, itwasocortle d t hat faccessible to
di sabilitieso and AAfricao were among the mai
As some studies discussed accessible tourism in several ways, one study was assigned to more
than one theme if thewgly focus was multifaceted.

Content analysis was employed to analyze content and concepts in the studies. This technique is
a common data analysis method in the social sciences (Berg, 2009). This method involves a
careful, detailed, systematic assessnamd interpretation of a particular body of material to

identify patterns, themes, biases, and meanings. The technique identifies the meaning of the text
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and, therefore, maintains a qualitative textual approach (Elo & Kyngéa, 2007). The advantage of
this mehod is that if done properly, it offers replication of outcomes (Duriau, Reger, & Pfarrer,
2007), it is analytically flexible (Duriau, Reger, & Pfarrer, 2007), can be employed for inductive
or deductive research (Elo & Kynga, 2007). This technique altbtferent levels of analyses to

be performed by using qualitative or quantitative approaches (Duriau, Reger, & Pfarrer, 2007).

Table 1 presents the summary of all the accessible tourism studies and their categories in five
themes of transport, recreatadfamenities, accommodation, destination, and information. The
analysis revealed that thre@) (articles fell in transport theme; twelv®) (articles were in
amenities/recreation theme, seven (7) were in accommodation, three (3) in the destination and
noneof the studiehasfocused entirely on assessing accessible information to disabled people.
In the subsequent section, the key findings of the existing literature were critically examined. At
the end, the study demonstrates the contributions of the atubgives managerial implications.

3.0Presentations of the findings
3.1The Concept of Accessible Tourism

Accessible tourism is an evolving concept in the field of study that may affect tourism
destination competitiveness in the future (Michopowdbal.,2015). Generally, accessibility in a
simple term entails making all products, services, and the environment available to everyone, and
this is considered as a prerequisite to removing discrimination by including people with
disabilities in the soety. Accessible tourism allows the adaptation of the environmental
resources, tourism services, and products to grant an equal opportunity for all visitors to have
access and enjoy tourism based on principles of universal design staf\andi$s Health
Organization, 2016) Accessible tourism is also referred to as disabled tou(Bumnett &
BenderBaker, 2001,)easy access touris(@ameron, 2000)barrierfree tourism (ENAT, 2017),
inclusive tourism (Buhaligt al.,2005) as well as universal tourism. Qthbave defined it as a

form of tourism that involves collaborative efforts between stakeholders that allows people with
access needs, including mobility, vision, hearing and cognitive dimensions of access, to function
independently and with equity and dity through delivery of universally designed tourism
products, services, and environmefBsihalis & Darcy, 2011)This definition did not exclude

those travelling with children in prams, people with disabilities and senior travellers. For this
study, acessible tourism is simply a form of tourism that allows all travellers regardless of their
physical or social, economic characteristics or impairments to enjoy tourism offerings with ease
without any barriers.

3.2 Definition of Disabled People

Disability can simply be seen as a restriction or lack resulting from an impairment of ability that
one encounterwhich limits them from performing an activity in the manner or within the range
considered as normal for a human bdidgited Nations, 2008)The Unied Nations Convention

on the Rights oPersons withDisabilities 2008 clarifies disabled persons to include those with
hearing, visual, communication, mobility, agility, pain, learning, memory, developmental, or
psychological/psychiatric difficulties tché extent that could hinder their participation within
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society. In this study, disabled people incldidenior travellers, those with impairment either
mobility, sensory, communication, intellectual/mental, and hidden impairment or some
combinations of thee that limit them from taking an active role in leisure or tourism activities.

3.3Accessible Tourism and Transport

Accessible transportation system is crucial for making sure that there is equality for all people in
society(Bombom & Abdullahi, 2016)The provision of inclusive transportation services is one

of the best strategies to overcome challenges affecting people with disabilities in the society.
Several studies havaddressedssues related to accessible tourism and transport system in
Africa. For example,Odufuwa (2007) examined the sustainability of public transport for
disabled people in Nigeria. It was found that immobility in developing countries is one of the
major limitations affecting the livelihood of people with disabiliti€@sansportservice providers

in Africa are ignorant regarding offering service to people with disabilities. Commercial vehicle
drivers are not willing to serve them because they believe that they come from low social status.
This negative notion affects the abilitfy service providers from offering fair treatment to people
with disabilities, hence disabled people feel liteat thesociety is discriminating against them
even when they can pay for their transport still they end up facing challenges from the provider
(Bombom & Abdullahi, 2016)

Using a case study of KwazuNatal Specer and Mngayi (2017) assessed whether transport
service providers undewsid the concept of accessibilitit was foundout that transport service
providers among othensere not awae of accessibility issues or how accessibility kel
improve the local economy. Most of them were not convinced that universal accessimiity

offer a positive contribution to the economic development of uMhlabuyalMgaicipality

hence most of #ir establishment failed to accommodate the needs of disabled people. The
overall findings fromBombom and Abdullahi2016, Odufuwa (2007) Specer and Mnqayi
(2017 implied that disabled people in Africa are not given priority when it comes to the
transpot system. They are neglected based on their level of impairment and their socio
economic traits. If this situation is not going to chanipe continent will lose a significant
amount of revenue from this growing travel marKéterefore, pecial trainings needed to train
transport service providers regarding the importance of this travel market. The knowledge gained
will be able to change their attitude towards disabled people.

3.4 Amenities/Recreation and Accessible Tourism

Mensah, Badu, and OpokuQ®5) assessed the barriers affecting people with disabilities when
visiting recreational facilities in Ghana. It was fount that disabled people do face a lot of
challenges when accessing tourist attractions. These challenges affect their travelubehavio
hence hindeng them fromuvisiting various attractions. Among the key factors affecting them
included; limited income, restrictive physical barriers, and negative attitude from service
providers. Furthermore, thayere limited by the absence of accegsiltoilets, flexible tables,

and chairs, inaccessible pathways for the wheelchair, and the absence of canopy walkways.

Chikuta, duPleissis, and Saaym@017) assessed the travel motives of people with disabilities
to national parks using respondents frdisabled peoples associations in Zimbabwe and South

21



The PanAfrican Journal of Business Management, Volume 5, issue2021

Africa. It was revealed that disabled peoplad similar travel motivations as abledied
persons. This is why they have been seen visiting national parks with their family and friends.
Therefore, a nabn that people with disabilitiewereweak and cannot take part in any tourism
activity did not hold waterFar from that, tabled people are taking an active role in nature
activities just to prove a point that they can do is just like others. Thep diss to enjoy the
healing effect of being near nature. A year after, Chikuta, duPlessis, and Saayman (2018)
assessed accessibility expectations of nature tourists with disabilities at national parks using
disabled people representatives from Zimbabwe Soath Africa.lt wasrevealed that disabled
people were worried about the way service providergre treating them. Furthermore, the
facilities at the national parkaere not user friendly to people with disabilities. Presence of
staircases, lack of inforation (in accessible format e.g., Braille), negative attitude from
employees, lack of knowledge to sign languagege among the key problemihat affected
disabled people.

Chikuta, Kabote, and Chikanya (2017) addressed chall¢hgdacedtour guidesvhenguiding
people with disabilities at Antelope Park located outside Gweru off the Harare and Bally
Vaughan Bird & Game sanctuary in Haraf@e findings from the focus group discussions and
interview from tour guides, revealed tliaere wasnadequacyof the facilities such awehicles

to carry them, limited extra assistive types of equipment sychihelchairs, crutches, walking
stick, and portable ramps as well as lack of fisendly activities for disabled people to
undertake while they were thte recreational areas.

Issahaku (2017) examined reasomat affected disabled people from enjoying leisure activities

at Kumasi Metropolis. Results from the discriminant analysis revealed that disabledlixedple
jogging, playing board games, playirigotball, reading, visiting friends as well as visiting
recreational sites. However, their desire to take a role in leisure actwassnited by funds,

lack of social support as well as the inaccessible physical environment. As a result, visually
impared people thought that the presence of the limitations limited them from enjoying leisure
activities.

In the area of cultural tourism, Lwoga and Mapunda (2017)iexbthe barrier approach to
examine challenges affecting disabled people when visitinural and heritage sites in
Tanzania.The findings from an irdepth interview revealed that cultural sitesd Hemited
facilities to cater to the needs of disabled pedgtes have beefacing a lack of funds to invest

in designing buildings that aresdibled user friendly. Limited skilled personnel to communicate
using sign languages, also fear to adjust the buildings to accommodate disabled people are
among the key issues affecting the effective operation of the Bitéhe same field of study,
Refaa and Ibrahim (2017) examined accessibility problems that affected disabled people when
they visited the famous ancient monument in Egypt. In the study, four historical sites were
selected and 30 archaeologists were interviewed. In the end, the studgdetes somehow

some of the facilities at the site were disabled people user friendly. However, thveasite
sufferingfrom not having enough car parking spaces to accommodate wheelchair users, lack of
ramps, and lack of front desk operators to assiabtisl people. Furthermore, lack of directional
signs, underfoot warnings, Braille texts, and seats for wheelchainusersther limitationghat
affeceddisabled people from enjoying leisure activity.
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In the same area of study, Ibemnal, (2017) exanined the extent to which the design, planning,
and construction of museum buildings and facilities in Nigeria comply with the principles of
universal design and promote user satisfaction. Findings from the content analysis highlighted
that three museum®mehow complied with the regulatiortdowever most of the facilities at

the museums were not user friendly to people with disabiliiesas noted thatwo of the
museums hdapplied the approachability standard by having roadsibeguser friendly o all

visitors except the Badagiuseum which showed a low level of compliance. Entries to all
three museums were not designed to accommodate disabled, patpe they wereneant for
ablebodied personslt was revealed thathé entry points had no rg@® to assist wheelchair
users, the buildings had more than one floor, lack of personnel to communicate with disabled
people via sign language, and toilets were not accessible to children and disabled people.

Similarly, Oladokun, Ololajulo, and Oladele (20) assessed the factors influencing people with
special needs to take part in recreation and cultural tourism activities in O3bgly@mployed

a guestionnaire to members of JONAPWD, amsociation of special needs in Olorunda and
Osogbo Local Governméireas. The study pointed otltatinaccessible physical environment,
economic, and societal negative attitudesethe key challenges affecting disabled people from
enjoying cultural attractions. Therefore, a clear message from this study impliesnieabfsthe
problems that affect disabled people emanate from the society they are living in.

In the same field of cultural tourism, Njerekau (2019) examined the application ofdegtte
concept to the great Zimbabwe monument to produce virtual toeowidf the one of the world
heritage site. Using thematic analysis, it was revealed that having-de86e camera was
helpful to develogclear images of the monument. The intention of developing that technology
was for all people to have equal accessde the beauty of that site without neglecting anybody.
The project led to the establishment of 4 virtual videos that would be enjoyed by all people
including those with disabilities.

3.5Accommodation and Accessible Tourism

In the area of accommodatioseveral studies were done to assess whether the existing
accommodations/ereuserfriendly to disabled people. Bisschoff and Breedt (2012) developed a
consumer service index to assist the accommodation industry in South Africa to offer flexible
service topeople with disabilitiesUsing a qualitativestudy, it was revealed that reception,
bathroomsandswimming pools were not accessible to senior and disabled people. Furthermore,
it was highlighted that thiinenexisting accommodatiorould only offer 15%of all the services
needed by disabled people.

Spencer and Mnqgayi (2017) assessed whether accommodation service prowigessoodhe
concept of universal accessibility at Sodwana Bay and Kosi Bay in Kwalathl of the
uMhlabuyalingana Municipality &ith Africa. It was foundout that somehow the
accommodation facilities were able to satisfy the needs of a broad range of custtines.
found out that there waswailability of enough parking spaces, clear signslramps to assist
disabled people. & surprisingly, some of the providers thought there was no need to develop
facilities that follow universal designs.
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Mangwiro et al. (2018) assessed the perceptions of people with disabilities following the
compliance of Zimbabwean hotels. Usithgmaticanalysis, it was revealed that Zimbabwas

still lagging when ittameto compliance of universally designed facilities, even though disabled
people were willing to pay as much as was needed to get accessible facilities. The
accommodation facilities lackeelectronic ramps, Braille written menu, clear signagel
accessible facilities in the rooms.

In Egypt, Tamer (2011) assessed the ability of Egyptian hospitality to accommodate customers
with special needs. It was revealed that the hotel stafffaided to communicate clearly to
customers It was found outthat the design, layout, entertainment, and hotel rooms lacked
accessibility requirements to assist them. In the end, it was advised that hotel stdftodes
trained so that thegould communic#e clearly with disabled customers. In the same country,
Abd-Elraof, Dawood, and Mohamma (2018) examined how resort establishments inieggpt
userfriendly to people with disabilities. Evidence from descriptive statistics andwage
ANOVA revealed thamost of the resorts daaccessible public toilets, special rooms, enough
parking spaces. As a result, the resort owners were able to improve the image of their
establishments and increase customer satisfaction. Although the resorts were able to provide
what was needed by their customers, few of them managed to rent those fsorssudy

further revealed that there weriglh operating costs, limited facilities to assist communication,
and lack of skilled staff to handle disabled people.

Meskele, Woreta, and Weldesenb (2018) evaluated challenges affecting hotels when
accommodating disabled customers. Based on thematic analysis, it was revealed that 4 hotels in
the cities failed to have an elevator, pushchair, restaurant, and accessible furniture to suppor
disabled people. But on the other hand, most of the hotels were able to provide accessible drop
off areas for a motor vehicle, accessible entry doors with level floors, clear signage, and free
space beside toilets. Additionally, some of the hotels inirBah and Gondar had more
accessible facilities than hotels from Debark and Lalibela.

Khumalo and Ndlovu (2017) investigated the accessibilityeaf and breakfasB&B) facilities

to assist wheelchair users in Durban. It was fooutdhat majority of tie establishment facilities
lacked usefriendly services; spacious rooms, limited reliable information and the overall
environment was not barriéree hence limihg disabled people from enjoying the
accommodation.

3.6 Destination and Accessible Tourism

Issahaku, Akwasi, and Kwaku (2016) assessed the leisure motivations of disabled people in
Ghana.They employedt he | ei sure motivation scale in ex;:
found out that competency, social, intellectual and stimulus avoidancgvated visitors to

Kumasi. Furthermore, it was highlighted that visiomsotivation varied across marital status,
household size, sex, and employment status. Additionally, the study reported that disabled people
weretaking similar activities as thosadertaken by the ableodied person. Chikuta (201%n

the other handexamined whether thesgere enough facilities to accommodate disabled people

in Zimbabwe. It was reported that Zimbabwe as a tourist destinaasstill lagging behindin

terms of providing accessible facilities to accommodate disabled people. As a result, most
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disabled peopleverefailing to take leisure trips to Zimbabwe. Additionally, the study revealed
that 30% of hotel establishmemntsl not have elevators and ramps to assisthles] people.

Adam, Boakye& Kumi-Kyereme (2017) discussed the leisure constraints of visually and
physically impaired people in Ghanghe findings from focus group discussion and interview
revealed that the disablgoersonswere constrained by the behawir of people in society.
Negative attitudes, limited support from family & friends, and exclusion from social and national
programmes affected their desire to undertake leisure trips. Furthermore, it was also concluded
that society as a whot#id not takeinitiatives to address issues related to disabilities. Therefore,
negative perceptions that are involved in people's miaate stillcloudingtheir judgment to the

point when theylid notsee the value of taking actions in issues related to disability.

3.7 Information and Accessible Tourism

Most of the African countries are accused of being unable to provide clear -dnidiafe travel
information to travellers. Most of the websites in African countries have focosbdon
displaying information relateto popular destinations, accommodation, and cliniate. to the

limited ability to provide travel information, very few studies have reported issues related to
travel information and accessible tourism in Afridde existing studies have highlighted ttha

lack of trained stafbn how to use assistive technologies and those whais@sign language

are among the key challenges affecting disabled people when travelling to various attractions
(Lwoga & Mapunda, 2017; Chikuta, DuPlessis and Saayman, 201®)pfidblem has limited

them from getting clear and dp-date information regarding accessible facilities in various
destinations. For disabled people to get clear messaghs marketing strategieseedto be

used. The use of leaflets, booklets &guidekx) audio media tours &listening devices, tactile
media is nheeded when communicating with disabled travellers. For exaexilejessaging is
needed to help deaf customers when they want to order room services or contact the front office
(Chikuta, duPless, and Saayman, 2018he daf can hardly get a message to public
information as both national and private information and communication service providers are
neglecting them except for national Televisig@hana Federation of the Disabled, 20a&y

few private Televisionsin Africa, the major means of communication including newspapers,
books, and educational materials are not accessilisabled people to ugbem This study
argues that therpsence of assistive devices can help people with disggbbe independent and
confident to take part in social and leisure activities just like others.

4.0 Discussion andConclusion

Africa is the secondlastestgrowing tourist destination in the world\deola, Boso, & Evans,
2018)The continent is blesdewith multiple tourist attractions ranging fromatural to man

made attractions. As a result, a significant number of international tourists are pushed to visit
attractions such asMount Kilimanjaro (Tanzania), Masai Mara (Kenya), Dunes (Namibia),
Nyika plateau national parks (Malawi) and Pyramids (Egypt) just to mention arfgywdespite

the attractions, the environment in the African countries isuset friendlyto host disabled
travellers. This has been revealed from the findings of the existaggsible tourism studies in
Africa. In Africa, disabled people are seen as bad luck or punishment that emerged from evil
deeds or sin committed by parents or family members (Naami, Hayashi, & Liese, 2012). Society
believes that disabled people are cursechkthis perceptiommakes it very hard for the African
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community to accept them. Misconceptions and myths involved in disability originate in the
cultural belief systems. Unlesshnicgroups inAfrica are trained to value and respect disabled
people, theendless harassment towards them will never Elodvever,one of the strategies to

get rid of the problem coulde to enactlisability social policy. This policy will help to stop the
negative attitude towards disabled people. Throsigthpolicy, the African governments can
force tourism service providers including transport officers, frontline staff, and destination
workers to be supportive and to offer uégendly services to people with special needs. Change
of societal attitude will help disabled p#e to be activen jogging, playing football, reading as

it was highlighted by Issahaku (2017) that di

lack of social support.

Training of front office staffstransport officers, hoteliers, destinatiofficers, travel agents
operators as well as tour guides on howuse sign language will solve the communication
problem to disabled travellers. Furthermore, communication such as sound announcements,
video recordings, auditours, sound foot warnings cdme used by service providers when
promoting tourist attractions to the visual, wheelchair as well as to senior travellers while,
leaflets, booklets, guide toimooks can be used for hearimgpaired travellers. Since Chikuta,
duPlessis, and Saayman (20id@ntified that disabled peoplé&ke naturebased activities such

as visiting museums, monuments as well as visiting national parks, then destination managers
need to make sure that they develop a special package to accommodate nature activities when
marketing tourist attractions to disabled people. Training of staff will also attract hearing
impaired travellers to travel more to tourist attractions since they place more values on the way
front staffs treat them than any accessibility feat(@skuta, diPlessis and Saayman, 2018).

Additionally, existing disability laws and policies in African countries need to be reviewed to
impose strict penalties to service providers who refuse to offer accessible services to disabled
people This will force them tofollow the guidelines stipulated in the policies. Also, disabled
people need to be involved from the development to the implementation stage of those policies
since they are the main beneficiaries of those policies.

Ministries responsible fortourism in African countries need to make sure that they evaluate
accessibility facilities such as availability of ramps, spacious rooms, spacious parking spaces,
directional signs, underfoot warnings, Braille, accessible toilets, and available skilled front office
personnel before they grade accommodation establishments. This will force the accommodation
owners to develop facilities that are usgendly to customers with special needs. Frequent visits
should be done by tourism officers to accommodation establisemerdssess whether the
approved facilities are still in good condition to accommodate disabled people. A similar
technique should be adapted in other sectors such as transport and attractions sectors. The
technique will attract a significant number of alited travellers because some of them are
willing to pay any amount to get the desired experience (Mangtiad., 2018). For instance,
having space between seats will not only assist wheelchair users to sit comfortably in public
transports but will als@ffer a positive experience to people with mobility challenges (senior
travellers, small kids, and pregnant women) since they put more emphasis on public transport
more than other accessibility issues.
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Furthermore African countries need to start collewi databecause there are no exact actual
disability data(Chikuta, 2015Bombom&Abdullahi, 2016; Lwoga & Mapunda, 2017; Meskele,

Woreta& Weldesenb, 2018). The statistics can be used to idardifel behaviour of people

with disabilities as well as pdecting their activity preferences. Such information can help to
monitor behaviour changes from this travel m
travel motivations are heterogeneous (Issahaku, Ak®&adlwaku, 2016) therefore, such
information can be useful to service providers when developing marketing strategies.

It is believed that there is a positive relationship between poverty and dis&Bitityfuwa,

2007) Therefore, service providers in African countries neesetspecial pricesa attractthose

with low income to visit variousattractions. This is important sinceome of them are
unemployed hence they have low income (Mensah, Badu & Opoku, 2015). A low transport cost,
accommodation, reasonable entrance fees in parks and cutttaeliens should be used as one

of the ways to attract them. African governments should also provide support to service
providers by reducing taxes when they import assistive facilities such as special cars/ buses,
toilets, wheelchairs, walking sticks, d= for people with disabilities. This will push service
providers to start offering accessible services.

There should be an agreement between conservationists and tourism developers regarding
adjusting cultural and heritage attractions such as museumsymeats, and archaeological sites

to meet universal standards without jeopardizing the authenticity of cultural areas (Lwoga &
Mapunda, 2017). The two parties need to sit together and see how cultural attractions can be
redesigned to accommodate disabledge. However, with ICT in place, cultural attractions can

be accessibl® disabled people.

The focus of the current study wasexclusively analysacademic articles oAfrican accessible

tourism in Africa. After examiningwenty one 21) academic jotnals in the area of accessible
tourism, this studyascontributel to the existing literature by distinctly answering the research
guestionit o w h ahtwvetieexptibbshet articles on accessible tourism in Affizaised on
addressing issues related accessible accommodation, transportation, amenities/recreation,
accessible destination as well as access information from both suppliers and dema&ndsisles

study concludethat to the smallest extenbhe published works have addressed issues defate
accessible information. Most of the studies have addressed challenges affecting disabled people
in transport, accommodation, attraction sites as well as when they reach tourist destinations.

Overall, the study concludes that the disabled travel enaskthe fastesgrowing niche that
cannot be ignored by the tourism stakeholders in African countfieerefore, African
governments need to develop appropriate marketing strategies using language that is user
friendly to people with special needs. Fatmore, special packages to include nature activities
should be developed but the packages have to be of a reasonable price to attract disabled people.
Additionally, the existing disability laws and policies in African countries should be reviewed by
including disabled people or their representatives via their formal associations. Disabled people
have to be involved from the initial stage to the implementation stage of policy development
because they are the key benefieignf accessible tourism. Frequerisits to tourist offerings

by tourism officers should be done to make sure that accessible facilities are available to
accommodate disabled people. Travel agents and tourism information centres in African
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countries need to make sure that informatiogiv@n using proper communication channels so
that disabled people get clear travel information. Provision of proper communication will help
disabled peoplén choosing proper accommodation, transport, amenities as well as accessible
destination.
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Abstract: This study assessed the factors affecting the use of mobile money on loan repayment
in Savings and Credits Cooperative Societies (SACCOS) in the RDisiict in Tanzania.
Specifically, the study assessed the influence of perceived usefulness (PU), perceived ease of use
(PEOU) and perceived risks (PR) of mobile money service on loan repayment in SACCOS. The
study used descriptive and correlation analysis and a populatidé &ACCOS. Two SACCOS

with a population of 2,724 borrowers were used to select the sample size of 120 borrowers using
a systematic random sampling technique. The findings indi¢chtt only 36% of borrowers

repaid loans using mobile phones. Through dattien analysis, the results indicatehat PU

and PEOU did not significantly influence the mobile loan repayment while PR negatively and
significantly influenced the mobile loans' repayment. The study recommends the formulation of
policies that will guide mobile money loan repayment in Tanzania. The study further
recommends that SACCOS clients should be trained on the importance of repaying loans
through mobile money. This will enable tracking of the repaid loans and increase the loans
repayment performamcwhich seems to be a challenge for most of the SACCOS in Tanzania.

Keywords: Mobile money services, Loan repaymeddying and Credits Cooperative Societies
(SACCOS) Tanzania

1.0 Introduction

Mobile money payment is any financial transaction doriegua mobile phone deviggMas &
Radcliffe, 2010). The use of mobile money in payments of various transactions in Tanzania was
estimated to be over 3.6 billion U.S. dollars in 2019 where the services were provided by M
Pesa, Airtel Money, Tigo Pesa and Bega, HaloPesa and TTCL Money (O'[02a20).

This study was conducted t@ssess the factors affecting the use of mobile money on loan
repayment in Savings and Credits Cooperative Societies (SACCOS) in the Rosttct in
TanzaniaThe study was condwexd at Rombddistrict in the KilimanjaroRegion which hosts the
Kibo and Mawenzi peaks of Mount Kilimanjaro. According to the population census of 2012, the
population of the RombDistrict was 260,963 inhabitants. The people of Rolstrict engage

in agticulture (90%) small businesss (7%) and workers employed in diverse sectors (3%).
RomboDistrict had 17 SACCOS which provides financial services to residents (Rddndiact
Council Profile, 2021).
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Savings and Credit Cooperative Societies (SACCOS)vahentary associations from which
members regularly pool their savings and subsequently obtain loans used for different purposes
(Ndiege, Mataba, Msonganzila & Nzilano, 2016). SACCOS offer services suotnatances,
deposits, savings, training and insoce (URT, 2017)The first SACCOSwas formed by the
Ismailiagroup in 1938 in the Moshi town of Tanzania. Nevertheless, SACCOS grew in humber
in the 1960s while in 1975 were abolisHeetause parastatal village crop authorities performed
their functionsduring the establishment of communal villages (Maghimbi, 20b0he 1990s

they resurfaced again (Bee, 200Zpans issuance in SACCOS meets the mission of poverty
alleviation for clients and the profitability of SACCOS (Ibtissem & Bouri, 2013).

Accordng to Qin and Ndiege (2013) and Bwana and Mwakujonga (2013), SACCOS contribute
to about 40% of Tanzaniabs GDP, employ second
small and medium enterprises (SMEs) in both urban and rural areasGovernment ©
Tanzania has recognized the significance of SACCOS in promoting -escmmmmic
development, in both urban and rural areas and hence encouraged their Ndregd ¢t al.,
2019. Therefore, over the past decades, Tanzania has experienced rapid gr@MGQDS
because of government sensitization (Magali, 2088%ording to Magali (2018), the challenges
facing SACCOS in Tanzania are credits default for most of the SACCQOS, poor credit risk
management practices, embezzlement, lack of strong leadershi@tiayeerinefficiency,
dishonesty, fraud, insufficient capitallack of investment skills, poor corporate governance
practices and inadequate supervision from the government.

Tanzania Cooperatives Development Commissit@C) (2019) reported that in 201@&ut of

6,137 SACCOS that appeared in the Tanzania directory of Cooperative Registrar 44.11%, 35.16
%, and 20.73% were active, dormant and untraceable respectively. Moreover, the audit reports
for the year 2018/19 showed that number of audited SACCOS w&re2@07 or 44% of all
SACCOS in Tanzania. Moreover, the report revealed that only 53.49% of the audited SACCOS
were active and only 18.02% had a clean audit report. Loan delinquency is the main challenge
that threatens the performance of SACCOS (MitaisiB & Kirui, 2016). According to URT
(2017), nonrepayment of loasis still a problem for some SACCOS in Tanzania. Magali (2013)
declared that poor loan repayment affects both the performance and sustainability of SACCOS.
According to Rombo district cperative department, by December 2018, loans issued to 8,496
borrowers were Tanzanian Shillings (TZS) 14,319,284,648 (equivalent to 6,198,824.5 USD).
The loans outstanding wereZ$ 3,075,277,955 (1,331,289.2 USD), out of which 16% were
defaulted.

Mobile money services facilitate saving, borrowing and receiving remittances and hence reduces
transaction costs (Munyegera, 2015). Mbiti and Weil (2044ye asserted that electronic
payment for goods and services is the secondary function of mobile money pagareande,
Kamanazi, Kituyi, and Qureshi, (202have furtherasserted that distance between SACCOS and
clients sometimes limit service provision in the rural area and hence mobile phone services can
overcome the distance problem.

The empirical literatwe review indicates thaome ofthe studies whichaveassessed the factors

affecting mobile money technology acceptance in Tanzania include Anthony and Mutalemwa
(2014), Lema (2017) and John, Gwahula and Msemwa (28b8linoor and Mbamba (2017)
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andRichad and Mandari (2017) concentrated on the banking, telecommunication industry and
SMEs. MoreoverTo and Trinh(2021) revealed the positive influencepsrceived ease of use,
perceived usefulness, and enjoyment on the adoptionobile wallets in ViethamAkinyemi

and Mushunje (2020) asserted that acceptance of mobile money technology in rural Africa was
possible because was faster, safer, easier, more trustworthy and more converkéatian,
Guinaliu, and_u (2020) disclosed that the adoptioncoédt cards payment in Spain and the

USA were influenced byerceived ease of use, mindfulness, perceived usefulness attitude and
subjective norms.

Opare (2018) revealed that mobile money services improve the efficiency of the transaction for
commercial baks in Ghana. Aron (2018) and Chirchir and Simiyu (2016) stressed that mobile
payments facilitated tradéhat contributed to the profitability of SMEs owners in Kenya.
Moreover, Klapper (2017) argued that digital payments may increase the profitability fof

by reducing travel time and expenses. Klapper (2017) opined that digital payments may increase
the profitability of the firm by reducing travel time and expenses. Lubutse (282€aled that
age,genderpccumtion,membership status, agesperence,service time anghossession of a
smartphone influenced accessntobile bankingservicedor SACCOS clients. However, his
study did not assess how mobile money services affected loan repayment.

The variables of this study relate to the technologgeptance model (TAM) which was
proposed bypavis in 1989. Davis asserted that perceived usefulness (PU), perceived ease of use
(PEUV), attitude towards use, intention to use and behavioural intention to use influence the
adoption of the technology. Othartwlars such aPavis et al. (1989) and Venkatesh and Davis
(2000) modified TAM and included the variables of demograg@enol, et al., 2017Akinyemi

& Mushunje, 2020), social pressure, community trust and culture (Wamuyu, 2014), education
(To & Trinh, 2021;Bur k e, Gol dman, et al ., 2016; Per ki
awareness (Sudhir et al., 2012; Abdinoor & Mbamba 2017), preference (Kumar & Seri, 2014;
Light, 2013). This study applied TAM with variables proposed by Omol et al. (2013) because the
variables capture well the variables of PU, PEOU and PR and to the best of our knowledge, the
link between the variables of TAM and loans repayment performance is missing in the previous
literature. This study contribudeto the TAM model by assessing tlextent to which the
variables of the model such;aBU, PEOU and PR are essential for promoting the mobile
repayment of loans in SACCOS.

2.0 Methodology

The study usa descriptive research design, a population of 17 SACCOS and a sample size of 2
SACCOSwi t h a popul ation of 2,724 SACCOSO6 member
selected by using systematic random sampling and the structured questionnaire was used for data
collection. The questionnaire contained the demographic and technology ad@piables. The

5-Likert scale of 1 strongly disagree, 4 disagree, 3 neutral, 4 agree and 5 storegwere

used to rate the adoptigalated variables. The sample size was determined based on the formula
developed by Yamane (1967).
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N
n=—————
1+ N(e)?

Whereby; n = estimated individual sample size, N = total number of people within the study area
(2,724 members), e = standard error, which is 5% (0.05) was used to obtain manageable
respondents. Therefore, n = 2,724/ (1 + 2,724(8.0%5)= 349. Dueto the homgeneity of
S A C C Cchedts, the study surveyed only 120 borrowers. However, 117 of them returned the
guestionnairegquivalent t095% response rate. According to Mugenda and Mugenda (2003),
50% of the response rate is adequate for a socialcgcgirvey.

The respondentsd consent was sought, confi der
cited thoroughly to curb the problem of plagiarism. The questionnaires were checked to confirm

the data completeness and folloyw using mobile phonesas done in the case of incomplete or

unclear information. Also, the researchers checked if there were outliers and two questionnaires
with a high amount of loans than the average borrowas excluded in the analysis and the
researchers replaced the @M with other borrowers in the population list. The researcher
numbered the questionnaires before entering the data in SPSS to enable tracking of entries. The
variables from the questionnaire were coded and data were entered into SPSS software. The
analysis of data was done using descriptive and correlation analysis.

The draft questionnairavas discussedith the RombaDistrict Council Cooperative Officer to
enhancats validity. Similarly, the variables from the questionnaire were adopted from Omol et
a. (2017), who assessed the factors influencing acceptance of mobile money applications in
enterprise management in Kenya. Furthermore, the queatierwas prdested to 10 SACCOs
clients before the data collection (Cooper and Schindler, 2014). Théiligli of the data used

the testretest method, which examines the correlation among the variables. This technique uses
Cronbach alpha statistics to discern the reliability of data. Quansah (2017) declared that if the
ranges of Crobanch alpha lies betwé&er0 to 0.95, theithe data are reliable. The results of
Cronbach alpha from Table 3.1 indicate that the data did not face the reliability problem.

Table 1: Reliability Statistics
Cronbach's Alpha Basg  Numberof
Cronbach's Alpha | on Standardized Items Iltems
0.817 0.704 6
0.796 0.752 4
0.827 0.793 4
0.853 0.816 3
0.817 0.704 17
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3.0Results and Discussion

3.1Demographic information

3.1.1Sex of borrowers

The study findings showed that 42.1% of the respondents were malks 5¥t®% of the
respondents were females. The results indic#tat females participated more in SACCOS
activities than mal es. This could partly be ¢
and their motive to overcome the challenges of pgvé@ihe results are in tandem with the study

by Amiry (2013) who indicated that females were more attracted to join SACCOS to access
capital for their businesses in Kinonddistrict, Dar es salaam.

3.1.2Age ranges

The findings showd that the majorit 6 3. 2 %) of SACCOSO6 <clients we
40 years while those who were aged between 41 and 60 years and 61 and above were 35.1% and
1.8% respectively. The data implies that most of the respondents éeltnghe active age

group and hence caragticipate actively in economic activities. The study revealed that youths
preferred paying their loans using mobile money than other groups (youths were 28% while the
elders were 8%). The results suggdghat if youths could be the best loans payersCEAS

could prefer to lend them because of their flexibilities in loans repayments and this could make
more youths engage in economic activities and boost both domestic and national economy.
Modiglian (1970) indicated that age structure may influence grisaving behaviour. In this

case, it may influence loan borrowing and investment. Assaker (2019) also revealed that older
aged travellers were the main users of online generated content. Lubutsef(2020)evealed

that age determined the mobile mopep y ment f or SACCOS® clients.

3.1.3Education level

The study manifested that 34.2% of respondents had primary education, 43% secondary
education12.3% college and 10.5% university education. The findings stitivat the majority

of SACCOS borrowers posseed the basic education which may help them to utilize the loans
borrowed from SACCOS properly. Kilemile (2017) founwt that education affected positively

the financial sustainability of SACCOS. These reswksecontrary to Magali (2013) who found

outt hat the education of the SACCOSd staff nege
SACCOS in Tanzania. Therefore, the study conadubat possessing a higher level of education

for SACCOS staff and clientgsasnot enough to promote loan repayrhef not used wisely.

Tabl e 2: Borrowersd Demographic inforr
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Sex Frequency Percentage (%)
Male 48 42.1
Female 66 57.9
Age range

1840 72 63.2
41-60 40 35.1
61 and above 2 1.8
Education level

Primary 39 34.2
Secondary 49 43.0
College 14 12.3
University 12 10.5
Modes of loan repayment

Cash 72 63.2
Mobile money 41 36.0
Both 1 9

3.1.4Modes of loans repayment

The studynotedthat 64% of borrowers repaid loans using cash while 36% repaid loans using the
mobile noney service. The findings further revealed that 0.9% of the borrowers used both cash
and mobile money service. Despiltes, the World Bank (2012) has witnessed that electronic bill
payment is more transparent, safe and-etisctive The findings from his study revealed that

the majority of SACCOS of borrowers were not sensitized enough to use mobile money services
in the repayment of loans. The majority of respondents asserted that they preferred cash
repayment to avoid high transaction charges angdssibility of losing money when making
mobile money transactions. Chale and Mbamba (204 revealed that the cash model of
payment dominated when it comes to purchasing stock and payment of goods and services.

3.1.5 The Influence of Perceived Usefuness (PU) of Mobile Money Service on Loan
Repayment in SACCOS

The perceived usefulness as a stimulator for repaying the loans through mobile money received
the following responses: 74.6% of borrowers agreed that quick repayment of the loan was a
motivating factor for using the mobile money service while 47.8% of borrowers accepted that
payment through mobile money reminded them the time to repay the loans. The findings further
revealed that 91.2% and 88.5% of borrowers perceived that the use of molee radunced the

time and costs of the transaction respectively (Table 2). The findings irmtibatehe majority

of SACCOSO6 clients wer e awaineepayniest of loans reduged mo b i
time and financial resources.

However, only adw borrowers agreed that paying through mobile money was quick compared

to cash payment (Table 2). The findings correspond with Adam and Walker (2016) who
indicated that mobile phone payment was quicker compared to cash payment. The payment
mode also helgkthe rural population who had few options for formal monetary transactions.
Anthony and Mutalemwa (2014) uncovered that the high cost of mobile money service
discouraged users. The findings of the current study further indidate a t t he SACCC
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borrowes perceived that it was useful to repay the loans using the mobile money service. The
results correspond witifo and Trinh (2021) and Abdinoor and Mbamba (2017), who
acknowledged the usefulness of mobile money services in the payment of various trassaction

Table 3: The Influence ofPerceivedUsefulness (PU) oM obile Money Service onL oan
Repayment in SACCOS

Responses Frequency Percent
Enabled quick repayment of loans 85 72.6
Reminded borrowers to repay loan 56 47.8
Made borrowers save time 104 91.2
Made borrowers reduce costs 101 88.5

3.1.6The Influence ofPerceivedEase ofUse (PEOU) ofM obile Money Service onL oans
Repayment in SACCOS

The findings on the perceived ease of use (PEOU) on repayment of loans through mobile money
services are indated in Table 4. The findings show that more than half (57.8%) of SACCOS
members agreed that using mobile money on loan repayment was easy. Moreover, the findings
showed that only 46.4% agreed that it was simple to correct mistakes that occurred during the
mobile money transactions. The response relating to this question was less than 50% indicating
that there were challenges associated with the correction of mistakes that occurred during the
mobile money transactions. The results, however, indic#tat the majority (62.3%) of
respondents agreed that no need for special training regarding repaying loans using mobile
money, implying that repaying loans through mobile money services was perceived to be easy.
The results are supported Byavian et al(2020) Richard and Mandari (2017) and Abdinoor

and Mbamba (2017).

Table 4: Thelnfluence ofPerceivedEase ofUse (PEOU) ofM obile Money Services on
L oan Repayment in SACCOS (N=117)

Responses Frequency Percent
Using mobile money on loan repayment is easy 66 57.8
It is simple to correct mistakes during mobile money
: 53 46.4
transaction
No need for special training 71 62.3

3.1.7The Influence ofPerceivedRisks (PR) ofMobile Money Service onL oansRepayment

in SACCOS

On the variables of the perceived rigkusing mobile money on loan repayment, the responses
were as follows: About 86.3% agreed that repaying loans through mobile money avoided
stealing of money (Table 5Jhis implies that using mobile money in loans repayment reduced
the risks of moving witltash, which may attract thieves to steal it. The findings further indicate

thatthemaj ori ty of the SACCOS6 clients avowed t ha
enhanced the good recekdeping since the mobile money companies keep the elecinotide
money transactions. The SACCOSd <clients furt

transactions avoided expending the loan money. The findingseohthat when borrowers stay
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with cash while waiting for repayment of loans, they may be temfuedse it for other

unplanned expendituseHowever, mobile money transaction enables immediate repayment of

loans. Furthermore, 77.8% of borrowers stated that repaying loans through mobile money

reduced the risk of corruption to the loan committee to faekoans repayment delay favour.

Scholars emphasized that perceived risk influenced the acceptance of mobile money payment

such as Omol et al. (2017), Lema (2017), John et al. (2018) and Richard and Mandari (2017).

Table 5: Thelnfluence ofPerceivedRisks (PR) ofMobile Money Service onL oan

Repayment in SACCOS

Responses Frequency| Percent
Perceived risk theft avoidance 101 86.3
Perceived risk enhances good record keeping 94 80.7
Perceived riskavoiding using the money for other
- 95 81.2
expenditure
Perceived Risk anttorruption means 91 77.8

4.0The Results from Correlation Analysis

The results from the correlation analysis in Table 6 indicate that PU and PEOU do not
significantly influence the mobile loan repayment while PR negatively and siymify

influences the repayment of the loan through mobile phdriee implication of the results is that
borrowers did

majority of the SACCOSO
loans because they did not understand its usefulnessaudgethey did not perceive it as easy to

not

us

use it. Rather, the findings show SACCOS borrowers did not use mobile money in repayment of

loans because they perceive that it is risky to use it.

Table 6: Correlation Tests of Independent variables and loansepayment

Variable (s) Value Sign
Perceived usefulness | 0.083 Positive
Perceived Ease use | 0.096 Positive
Perceived risk -0.292** Negative

*. Correlation is significant at the 0.05 leveltled).
**_Correlation is significant at the 0.01 leveH@iled).

Table 7: Correlation Table
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Correlations

Variable The logarithm Total Total Total
of the loan Usefulness | Perceived of| Perceived
repaid Ease use Risk
Logarithm of the P_earson .Correlation 1 .083 .096 -212
loan repaid Sig. (2tailed) .382 .309 .023
N 114 114 114 114
Pearson Correlation .083 1 .091 513"
Total Usefulness | Sig. (2tailed) .382 .334 .000
N 114 114 114 114
Total Perveived of P_earson.CorreIation .096 .091 1 .033
Ease use Sig. (2tailed) .309 .334 729
N 114 114 114 114
Total Perceived P_earson.CorreIation -212 513" .033 1
Risk Sig. (2tailed) .023 .000 729
N 114 114 114 114

*. Correlation is significant at the 0.05 levelt@led).
**_Correlation is significant at the 0.01 leveH@iled).

5.0 Conclusion andRecommendations

The findings indicaté that only 36% of borrowers repaid loans using mobile phones and the rest
(64%) hesitated to lose their money when making mobile money transaddoreover the
correlation analysis revealed that percdiviesk wasnegatively correlated with payment of loans
using mobile phones and other variables while the influence of perceived usefulness and
perceived easef use were not significant. The study recommends the formulation of policies
that will guide theelectronic (mobile money) repayment of loans in Tanzania. URT (2019)
declared that its electronic bill payment maintains bill consistency, enhance timely availability of
data and prevents the risk of losing money and SACCOS may reveal these benefits if the
majority of borrowers will repay loans through mobile money services. Therefore, the
policymakers dealing with SACCOS should formulate policies that will promote the use of
mobile money servicein loans repayment. The study further recommends that SACCOS
borrowers should be trained on the importance of repaying loans through mobile money services
should be conductedMobile money payment seemed to be an effective way of revenue
collection in various areas, such as in government agencies. Most of the SAEEMcated in

rural areas where some face the challenges of distances and communication barriers. Hence,
repaying loans through mobile money services may improve the loans repayment performance
for SACCOS located both in urban and rural areas.

This study contributel to the TAM model by revealing that variables of the model sucREs

PEOU and PR are essential for promoting the mobile money repayment of loans in SACCOS.
However, analyzing data using descriptive and correlation analysis was the magtidn of

this study. Since, advanced quantitative data analysis methods, such as regression or Structural
Equation Modeling could produce more precise results. Moreover, the use of-mexeod

designs and the application of the moderating variablesem@ammended for future studies.
Future research may also investigate how transaction charges influence mobile loans repayment
in SACCOS.
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Abstract: This paper aims to assess the foreign and domestic banks efficiency and its
determinants inGulf Cooperation Counci(GCC) countries. In total, 50 foign and domestic
banks were examined for the period of five years from -2Q%59. The two stage procedures
approach was used by this paper to analyse banks efficiency. First iopemted Data
Envelopment Analysis model was used to analyze the efficsenres and in the second Tobit
regression model was applied to investigate the efficient drivers. Furthermamparametric
KruskalFWallis and Mann Whitney tests and the parametriegt) were applied to compare the
efficiency between foreign and rdestic banks. On averagthe findings shoed that many
domestic and foreign banks in GCC countieseinefficientwith mean efficiency scores of less
than 100%.The overall banks inefficiency could be explained by managerial inefficiency in
exploiting heir resources to the fullest; second domestic banks groups on aweeagenore
efficient than foreign banks groups supporting home field advantage theory. Fthally
multivariate regression analysis highlights that; bank size, credit risks, manageuoadity gnd
liquidity werethe most significant efficiency driverBhe findingswere useful to the regulators

and bankers in GCC countries on operating performance of banking industry and its future
evolution. The study resultgereimportart because thetgdy pinpoints the drivers of efficiency
and its sources of inefficiency, it would help regulator and banks with strategic planning. This
will assist the countries to maintain a healthy and sustainable financial system in an economy.

Keywords: Bank efficency determinants Bank industry, GCC countries, Efficiency drivers,
two-stage DEA

1.0 Introduction

Banking sector plays a significant role in co
can be achieved unless mobilized funds through bankingnsyistefficiently chanrelled and
allocated in the viable investments. The efficiency of banking system affects positively the
economic growth of a country and in the same way inefficiency of banking system could results
into the negative consequences to dm®nomic growth as a wholédvine 1998: Berger and
Humphrey, 1997; Amel et al., 2004; Brissimisa et al., 20B@nking system not only allocates
mobilized deposits through intermediation process but exceptional provides liquidity and
efficiency paymensystem service both locally and internationally to the economy which gives
the sector a key role over other financial institutions (Heffernan, 2005; Matthews & Thompson,
2008) Following theimportart role played by banking sector to the economy; evalnabio

banking sector efficiency has increased attention to academicians, researchers, regulators, and
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managers and the focus of analysing performance changing from traditional financial ratios to a
multi-dimensional perspective (Seiford & Zhu, 1999-Khasawneh et al, 2012)

In the GCC countries banking industry plays important role in financial development since
corporate bond and stock markets are usually underdeveloped. Thetefemnomies othese
countries can be enhanced and improved if thew weell functioning and efficient banking
system. ,thenGCC 8oa@nfriéssunderwent major transformations in the financial systems
with the presence of foreign owned banks and substantial acquisitions and nférgarsial
systems liberalization press initiated in GCC countries was aimed at creating a more efficient,
profitable, diversified and resilient banking industry. The philosophy underlying these reforms
was to make the banking industry in GCC countries more market oriented. While these refor
and transformations were being implemented, the global economy also withessed a major
changes towards integration of global financial serviddwerefore, these transformations of
banking system has increased competition between domestic banks agul fareks, because
GCC countries were committed to major restruogyiand liberalize their banking systems in
line with World Trade Organisation (WTO) (Aghimien et2014).

The presence of foreign banks has both positive and negative impact in doinesiogal
system in the country, thus, the foreign banks entry in GCC countries was just like a coin which
has both pros and cons. It either crdgietential benefits or brings harms to domestic banks.
Therefore, comparing the efficiency performance omdstic and foreign banks become very
essential because little was known about banking sector efficiency and its drivers since the
foreign banks entry in a domestic financial landscafter financial sector reforms in GCC
countries

The overall objectiveof this paper was to analyze the efficiency and investigate the drivers
explaining the efficiency of domestic and foreign banks in GCC countries from 201@with

two procedures. First DEA model was appliecgstimate TE, PTE and SE. DEA technique wa

used in this study because the method has been widely used by researchers to anafyse banks
efficiency (Coelli, 1996: Seiford andhrall, 1990. In the second stagthe Tobit regression was

empl oyed to identify the drivers of banksd ef

All study findings are valuable and usefahd may provide some important insights to all
stakeholders including: policy makers, regulators, investors, bank managers and customers. This
paper tends fill up the gap in the banking sector performance literdttwagh analysing GCC

banks efficiency and their drivers using DEA models and Tobit regressiorthgi20152019
because little studies have been looked into this issue.

The paper is organized as follows: the next section presents the theoretical andakemp
literature in reldabn to banks efficiency and its drivers using DEA model and Tobit regression.
Section 3 outlines the methodology and data used by this, Sadjon 4 discusses the empirical
results and, finally, the study conclude in Secton 5.

2.0 Literature Review

Well established banks efficiency literaturas beerextensively done in developed economies
such asUS, UK and some European countries. In this context, extensive studies were analyzed
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on banks efficiency and its drivers pided important information not only to the needs of
policy makers, regulators, shareholders, banks managers and customers, but also contributing to
the knowledge of banking sector performance literature.

2.1  Theoretical Framework

In comparing the effiency analysis of domestic and foreign banks two theories were suggested
by Berger at el (2000) known as home field advantage and global advantage theories which will
be briefly reviewed in the context of banking sector efficiency.

2.1.1 Global AdvantageTheory

The global advantagéheory proposes that foreign banks might have the benefits from principle
of comparative advantages relative to domestic banks (Betg¢2000). The global advantage
hypothesis proposes that foreign baaksmore efficientthan domestic banks for a number of
reasons such asadvanced technology, competent management with high skills of risk
management, high quality employees, best practice policies and procedures, high level of
international experience, sophisticated investtnserve profitable multinational customers and
better access to capital markets (Bergeal, 2005). The hypothesis was supported by (Sabi,
1996:Denizer 2000: Havrylchyk, 2008:elhel 2015) with similar findings that foreigowned

banks were more ffient and hence could produce much more profits than dormasted
banks due to better utilization of risks management and application of modern information
technologies.

2.1.2 HomeField AdvantageTheory

The hypothesis argues that domestic owned ban&sgenerally more efficient than foreign
owned banksThis isdue to thefact that foreign owned banks could have disadvantages over
domestic owned banks due to the organizational diseconomies to monitor and operate an
institution from a distance home wary which could cause limited access to soft qualitative
information, lack of understanding of local conditions and various smmoaomic barriers
against foreign banks such as culture, language, supervisory structures, currency, regulations and
specifc market characteristics for operating country(Bergieal, 2005). The hypothesis was
supported by (Sathye, 2001: Sufian, 2007) who found similar results that foreign owned banks to
be less efficient than domestic banks.

2.2  Empirical Studies onBanks Efficiency

DEA approachhas been widely applied to analyze banks efficiency, mostly reported efficiency
literature were mainly conducted in well developed countries such as the US, UK and other
European countries. Using Australian banks, Sathye (2001)DMsAdtechnique to analyse the
alocative and technical efficiency and fouradit that foreign owned banks to be less effitien
than domestic banks and technical inefficiency contribtitethe main source of OTE. Wu
(2007) analyze the efficiency of banksni Australia using both Malmquist productivity index
approach and DEA approach frdrd83 to 2001 during the period of post deregulatiodfound

out that foreign banks showed superior efficiency. On the other, lddradtacharya et al. (1997)
employing a tw-stage DEA approach to investigate the impact of liberalization on Indian
banking sector efficiency founout that publicly owned banks were more effidi¢iman foreign
banks. Sathye (2003) employing DEA to measure the efficiency of Indian groups sf dvahk
foundoutthat foreign banks group were effictehan Indian private owned banks group. Sufian
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(2007) used DEA approach to analyse OTE, PTE and SE of domestic and foreign Islamic banks
in Malaysia The results foundut that domestic Islamic banksene more efficiehcompared to
foreign Islamic banks and in general the efficiency of Islamic banks in Malaysia was decreased
in 2002 before itwas slightly increased in 2003 and 2004. SimilarBufian and Kamarudin
(2015) used DEA approach to evaluate #ificiency of the sample of 6 foreign Islamic and 15
domestic Islamic banks in south Asian countries from 2006 to aAdindicated that domestic
Islamic banks efficiency scores were more than foreign Islamic b&@kslar findings to
Kamarudin et alZ017) who examined OTE, SE and PTE scores of domestic and foreign
banks in Brunei, Indonesia and Malaysia from 2006 to 2014 using DEA, Kruskall Wallis and
Mann Whitney foundout that domestic Islamic banks efficiency level was more than foreign
banks. Sufian and Habibullah (2012) found different results in Malaysian banks during the
financial crisis period in 1997 and the findings showed that foreign banks TE was higher than
domestic owed banks.

2.3  The Drivers of Banks Efficiency

The seconabjective of this paper was examine the relationship between banks efficiency and
banks specific (internal) factors whigrerepossible sources of banks inefficiencies (Kumbhakar

& Lovell, 2000).The dri vers of banks 6 e fektigated bynntayy h a d
previous researcherslowever most of themwerefrom the developed nationk the literature

there are micro and macro drivers with significant influence, this paper focusedromlgro

bank specific factors.

2.3.1. Bank Size

Pasouraset al(2007) used DEA method and a Tobit regression model to evaluate the efficiency
and its determinants of banking sector in Greek. The results fowtrtthat the bank size was
positively related with bank efficiendhe findings were similar to $an, 2009: Yayar &
Karaca 2014: Nizamulmulk & Yilmaz, 2016) who foundt thatbank size was positive and
significant with banks efficiencyn contrary tothose findinggDaley & Mathews 2009: Cook et

al. 2000) used DEA and panel data to estimate therrdatants of banks efficienagndfound

out thatbank size and efficiency were negalywesignificantly related. This study expected a
positive effect with banks efficiency and proposed the following hypothesis

H>: Bank efficiency is positively affectbg bank size

2.3.2 Profitability

Casu and Molyneux (2003) used a Tobit regression to investigate the European banks efficiency
determinants and founolut that profitability ratios and bank efficiency were positively related
Similar resultswere notedby Hassan and Sanchez (20Gim Latin America banks, Sufian
(2009) for banks in Malaysia, Rosman et al. (2014) for Middle Eastern and Asian countries
banks and Mamatzakis et al. (2015) for Japanese commercial banks daurtiat the
profitability was sgnificantly positive related to banks efficiency. Based on the above
discussionthis paper expected positive effect of profitability on banks efficiency. Thuke
following hypothesisvasdeveloped

Ho: Bank efficiency is positively affected by prafitity
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2.3.3 Credit Risks

Delis and Papanikolaou (2009) investigated the determinants of banks efficiency in European
banks by using a semi parametric two stage method and creditindigesented a negative
relationship with bank efficienc@imilar results were presented by Sanchez and Hassan (2013)
who found out that credit risks measured by loan loss reserves had negative relation with bank
efficiency. Sufian and Noor (2009) in Middle East and North Africa and Asian countries in the
period of 2001ta2006 using Tobit regression model fouodt thatnon performing loans and
banks efficiency had a negative relationNaceur and Goaied (2008) investigated the
determinants of banks efficiency using Tobit regression maxgfound a greater credit lower

banks efficiency and Yilmazlid a similar study asto G¢ nek (2015) by wusing
Turkish banks foundut that lower credit (lower nonperforming lagrhad positive effect on

bank efficiency and profitability and Saha et al. (2015) foountdthatnonperforming loans had
significantly negative effect on banks efficiendy contrary to Kumar and Gulati (2008) for
Indian banking sector by using logistic regression analysis found that credit risk did not have any
significant effect on OTE. Based didg above empirical evidence this paper expected negative
effect of credit risks on banks efficiency and proposed the following hypathesis

Hs: Bank efficiency is negatively affected by credit risks

2.3.4 Bank Liquidity

Naceuret al (2009) analyzedhe level of bank efficiency using a Meta frontier calculated by

DEA and the Tobit regression model to evaluate the effect of capital strength, the findings
revealed that highly liquidity increased banks efficienthe findings were consistent with
(Bourke,1989: Ajibike & Aremu ,2015yhofoundouta posi ti ve effective of
performanceThis wasin contrast toAlshatti, 2014: Marozva, 201&ho found out a negative

i mpact of ' i quidity on banksd dféctaf lquidiynony and
banks efficiency and developed the following hypothesis

Ha: Bank efficiency is positively affected by liquidity

2.3.5 Management Quality

Sufian (2009) investigated the Malaysian banks efficiency determimamsl994 to 1999 usm

Tobit regression and foundut that bank management quality which was measured by
noninterest expenses to total assets had negative and significant effect with bank efficeency
findings were supported by Saha et al. (201®ho examined the determinantof banks
efficiency in Malaysia from 2005 to 20Ehdfound out that management quality had negative
significant relationship with banks efficiency. This study expected negative relationship between
management quality and banks efficiency and deeeltie following hypothesis.

Hs: Bank efficiency is positively affected by management quality

2.3.6 Capital Strength

Naceuret al (2009) analyzed the level of bank efficiency using a Meta frontier calculated by
DEA and the Tobit regression model to evadu#tte effect of capital strengiiine findings
revealed that highly capital strength increased banks efficiency. The finding was similar to
Sanchez & Hassan, 2013: Pasiouras, 2008: Tecles & Tabak, 2010: Rosman et al. 2014 which
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found out positive relationsip between the level of capitalization and banks efficiency.
However these findings were inconsistent with Bhattacharyya, Lovell & Sahay, 1997: Casu &
Molyneux, 2003: Sufian, 2009 which fourmlt no any relationship between the degree of
capitalization ad bank efficiency. The positive effect is expected in this papértherefore it is
hypothesized that:

Hs4: Bank efficiency is positively affected by capital Strength

2.3.7 Financial Leverage

Nizamulmulk and Yilmaz (2016) applil Tobit Regression model to examine the determinants of
banks efficiency in Turkey using 32 banks for the period from 2007 to. Z0%8found out a
negative relationship between financial leverage and THe findings were similar with
(Catalbas & Atan 205: Isik & Hassan 2003, Batir, et al, 2017) who found a negative
relationship between leverage and banks efficiency. This study execegtive relationship
between leverage and banks efficiency and it proposed the following hypothesis

H7: Bank effciency is positively affected by financial leverage

The above discussion indicated that the studies on banks efficiency and factors influencing
efficiency in the same studwere limited in GCC countries. Therefqréhrough this study
contributions can benade in the literature by comparing efficiency performance and its drivers
of banksodé efficiency in GCC.

3.0 Methodology

3.1 Sample and Sources of data

Data wascollected from a list of 25 domestic banks and 25 foreign banks in GCC countries
during the period of 2012019 (Table 3.1). The Bank Scope database was the main source of
data for this study whicwaspr oduced by the Bureau van Dij k.
the World were obtained in Bank Scope database. In addittbe specific coumtes data of

ori gi nal weredisclesedcdn BaskdéScope database which also gives the option to
convert the banks data to any other country currency. In order to maintaining homogeneity and
comparability the data currencies for all six GCC countsiese converteihto US dollars. The

data in this study was selected by using a purposive sampling technique. The choice of the
studyés sample was based on the following c¢r
during the period of study and angpthe top ten banks in the country
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Table 3.1 Sample Size oSelectedDomestic and Foreign banks in GCC

S/N Domestic Banks (UAE) Foreign Banks (UAE)
1 Emirates NBD HSBC Bank
2 National Bank of Abu Dhabi Barclays Bank
3 Abu Dhabi CommerciaBank Standard Chartered Bank
4  Commercial Bank of Dubai Citibank
5 First Gulf Bank Bank of Baroda
S/N Domestic Banks (Oman) Foreign Banks (Oman)
1 National Bank of Oman Standard Chartered Bank
2 Bank Muscat HSBC Bank
3 Oman Arab Bank Habib Bank Ltd
4 Bank Dhofar Bank of Beirut
5 Bank Sohar State Bank of India
S/N Domestic Banks (Qatar) Foreign Banks (Qatar)
1 Qatar National Bank HSBC Bank
2 Commercial Bank of Qatar Standard Chartered Bank
3 Doha Bank Gulf Bank
4 Al Khalij Commercial Bank Madhreq Bank
5 International Bank of Qatar Arab Bank Limited
S/N Domestic Banks$audi Arabig Foreign Banks Gaudi Arabig
1 National Commercial Bank Deutsche Bank
2 Samba Financial Group Emirates Bank
3 Banque Saudi Fransi Bank Muscat
4 Arab NationaBank BNP Paribas
5 Riyad Bank National Bank of Kuwait
S/N Domestic BanksBahrain) Foreign Banks Bahrain)
1 National Bank of Bahrain Citibank
2 Ahli United Bank HSBC Bank
3 National Bank of Kuwait BNP Paribas
4 Commercial Bank of Kuwait HSBC Bank
5 Al Ahli Bank of Kuwait Citibank

Source: GCC central banks & Bank Scope databag@019)

3.2.2 Inputs and Outputs Variables Selection for DEA Model

The study used intermediation approach opposed to the production approach the modified
version(Bergerand Humphrey, 1997#or choosing input and output variables becahegaper

was focused on the analysisthe bank level. Two outputs and three variables were used for
computing efficiency scores (Table 3.ZJince DEA approach efficiency results arteefed by

size of the sample, the sample size used by this study was in line with the rtileshofmb
available in DEA literature. The study followed the DEA convention that the minimum number
of DMUs weregreater than three times the number of inplus putput [(n > 3(m + s)], where
n=number of DMUs, m=number of inputs and s=number of outputs(Cooper et al. 2007) . Given
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m=3 and s=2, the sample size (n=50) selected in this paper exceeds the desirable size as
suggested by the rules of thumb to haveisiefit discriminatory power.

Table 3.2: Inputs and Outputs Variable selected for DEA Model

Variables Previous Research

Input

Total deposits  GrifellTatje” & Lovell 1999:Sathye ,2003: Darrat et al 20&amarudin et al
(X1) 2017

Staff numbers  Seiford and Zhu ,199%ukuyama & Weber,2008athye,2003Kamarudin et
(X2) al 2017

Total expenses

(X3) Bhattacharyya et al, 1993athye ,2003Seelanatha 2012

Output

Total Loans Bhattacharyya et al 199Fukuyama & Weber, 2005eelanatha 2012

(Ya) Kamarudin et al 2017

Total income Bhattacharyya et al. 1997: Seiford and Zhu,1999: Sathye R@®0@arudin et

(Y2) al, 2017

X1 (deposits + short term funding¥> (total number of employeesXs (total operating and non
operating expenses): ftotal of shortterm + longterm loans)  (interest income + neimterest

income)

Source: L iterature review, 2020

3.3  Selection of variables for Tobit Regression Model

This paper used seven determinants thdahe may e
determinants that explain the banksdé efficier
factors and others identify both banks internal and external drivers. Based on conducted previous
researches this papenly examined banispecific variablesbecausethose werecontrollable

internally by the managemefitable 3.3).
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Table 3.3: Explanatory variables for Tobit Regression Model

Variables Previous Research

Bank size Daley & Mathews 2009:Cook et al. 2B0Pasiouraset al 2007: Sufian,
2009: Jackson & Feth, 2000: Yayar & Karaca 2014: Nizamilmulk
Yilmaz, 2016

Profitability Casu & Molyneux ,2003: Hassan & Sanchez 2007: Rosman et al.
Mamatzakis et al. 2015

Credit Risks Delis and Papanikolaou ,2009: Hassan & Sanchez, 2007: Sufian & |
2009: Naceuet al 2009: Saha et al. 2015

Liquidity Bourke,198Maceuret al 2009: Ajibike & Aremu ,2015: Alshatti, 2014:
Marozva, 2015

Management Sufian ,200: Saha et al. (2015)

Quality

Capital strength  Bhattacharyya, Lovell & Sahay, 1997: Casu & Molyneux, 2003: Su
2009: Kwan & Eisenbeis 1997: Hassan & Sanchez, 2007 Pasiouras,
Tecles & Tabak, 2010: Rosman et al. 2014

Financial Leverage Catalbas & Atan 2005: Isik & Hassan 2003, Batir, 2017: Yilmaz ,2016:

Source:Literature review, 2020

3.4  Methodological framework
3.4.1 Data Envelopment Analysis Model

Data Envelopment Analysis (DEA) model was used to analyse relative mfficacores, the

paper employed input oriented both CCR and BCC to estimate the scalar measures of TE and
PTE (Charnes et al 1978: Banker et al. 1984). DEA techniques for analysing Decision Making
Unit (DMU) efficiency scores in different scale assumptiarese explained in the following
eqguations:

Input oriented models

Min:q-?iaénst‘+é3:8 3.1
Cict i

St. ;a;/jxj +§ =%, 3.2

é/,-yk,- - S = Yiq 3.3

/,20s8 205 20 34

CCR &'/, - free 3.5

57



The PanAfrican Journal of Business Management, Volume 5, issue2021

BCC &'/, =1 3.6

Whereg, | = 1,2,..,n are weights of all DMUs-i, i = 1,2,..,m are slack variables of particular

inputs ands+k, k = 1,2,...,r are surplus variables of particular outputs. The ratfo"™/

BCC

q,

bounded between zero and one.

gives the scale efficiency ees. All aforementioned the measures of efficiency were

3.4.2 Tobit Regression Model

Tobit Regression Model was applied to test statistical relationship between banks efficiency
measured by PTE and banks specific (intgrfettorsdue to the fact that the truncated data
could be accounted by the model (Casu & Molyneux, 2003). Because the dependent variable
was limited or censored from belpthus TobitRegression Model was more appropriate for this
study than Ordinary Le& Square (OLS) regression (Maddala, 1983; Greene, 1997). The paper
used Tobit regression model which was first developed by Tobit (1958vasdiven in the
following functional form

Y, = b+ DXy + DX+ m 3.7
y, =0 if y ¢0 and

y =y, if y20

The equation above was extended by includingeitpdanatory variableandefficiency scores as
dependent variables as follows.
M= oW 1Mflog. A) #(ROA) s (NRL) +(L@D:y) +(NI&) +(EQ@TA) + Db

(LEVh) + i

Where:M; = PTE scoresof Banki at timet , Ub = Intercept LogA: = size of bank at timet,
ROA:= profitability of banki at timet, NPL¢ = credit risk of bank at timet, LQD;: = liquidity
ratio of banki at timet, NIEix = Management quality of Bankat timet, EQTA: =Capital
strength of bankat timet, LEVit = financial leveage ofBanki at timet andpi:= Error term

35 Definition and Measurement of Variables

Table34presents the descriptions summary of the
with expected effect on banksdé efficiency.
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Table 3.4: The Descripions of the variables

Expected
Variables Symbol Descriptions Sign
Pure Technical Efficiency DEApte the efficiency scores DEABCC Model N/A
Bank size Hi log A Natural log of banks total assets +
Profitability H> ROA PBT/Total Assets +
Credit Risks Hs NPL Total Non Performing loans/Total loans -
Liquidity Hs LQD Total Loans/Total Assets +
Management Quality Hs NIE Total non Interest expenses to total ass -
Capital stregth He EQTA Equity/Total Assets +
Financial Leverage H7 LEV Ratio of total debt to total assets at year -
end

Source:Literature review, 2020

4.0 Results and Discussion
4.1  Efficiency of Domestic Banks

The summary resultd the mean efficiency scores of domestic banks are shown in Table 4.1 for
years 2015, 2016, 2017, 2018, 2019 and for all years and panels. The results indicated the mean
of TE and PTE for GCC has been on an increasing trends from 73.2% to 81.5% andd0.8% t
90.8% during the years from 2015 to 2016 respectively, then showing downward trends for both
efficiency scores in year 2017 to 78.5% and 88.6% respectively, before was rising again from
84.8% to 87.5% and 90.7% to 95.8% during the years from 2018 to r28f8ctively. The
findings for all domestic banks thewhole period of study (Panel 6) indicated that the domestic
banks were characterized with large asymmetry among banks in respect to their scores efficiency
that ranges between 36.89400% and 38.8% 100% for TE and PTE respectively. The mean
efficiency scores revealed to be 82.7% and 90.4% for TE and PTE respeciivedyimplies

that, banks if produce their output on the efficient frontier instead of their current location; they
would need onl\82.7% of their inputs currently utilizedhe connotation of these findings was

that the magnitude ahefficiency scores in domestic banks in GCC countries was 17.3%. This
proposes that, by applying the best available technology on average the sddtoedoce its

inputs of operating costs and number of staff by at least 17.3% and still the same level of output
can be producedn general, the findings indicated that banks were using up more inputs than the
level of outputs they were producing. Thisplying that domestic banks had wasted 17.3% of
their input resources in producing the same level of output; the findings showed that, efficiency
scores in PTE was higher than TE due to the reason that the scores efficiency resulted from VRS
scores are geger than or equal to CRS (Banker et al, 1984)
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Table 4.1 Summary Results of Efficiency Measures for GCC domestizanks from 2015 to
2019.

No.
Efficiency Scores DMUs Min. Max Mean SD
Panel 1: Domestic banks: 2015
OTE 25 0.388 1.000 0.732 0.218
PTE 25 0.386 1.000 0.808 0.186
SE 25 0.542 1.000 0.906 0.133
Panel 2: Domestic banks: 2016
OTE 25 0.446 1.000 0.815 0.192
PTE 25 0.468 1.000 0.908 0.144
SE 25 0.578 1.000 0.898 0.145
Panel 3: Domestic banks: 2017
TE 25 0.369 1.000 0.785 0.235
PTE 25 0.472 1.000 0.885 0.168
SE 25 0.508 1.000 0.887 0.166
Panel 4: Domestic banks: 2018
TE 25 0.549 1.000 0.848 0.146
PTE 25 0.588 1.000 0.907 0.133
SE 25 0.785 1.000 0.935 0.085
Panel 5: Domestic bank2019
TE 25 0.664 1.000 0.875 0.132
PTE 25 0.742 1.000 0.958 0.076
SE 25 0.764 1.000 0.913 0.108
Panel 6: All Domestic Banks: All
Years
TE 125 0.368 1.000 0.827 0.186
PTE 125 0.388 1.000 0.904 0.142
SE 125 0.484 1.000 0.915 0.126

Saurce: Author computation, 2020

4.2  Efficiency Scores of GCC Foreign Banks

Table 4.2 illustrated the summary results of average scores efficiency of the foreign owned banks
for all years of study and for all panels. The mean of TE and PTE for bankgeadikat there

was an increasing trend from 67.6% to % 76.2% and 78.6% to 84.6 % during the years from
2015 to 2016 for TE and PTE respectivelirenwas followed bya slightly downward trend for

both mean efficiency scores in yed017 to 73.8% and 824 respectively, before the trend was
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rising again from 85.4% to 92.2% and 90.4% to 95.6 % during the years from 2018 to 2019 for
both OTE and PTE respectively. The findings in all years (Panel 6) for all foreign banks
indicated that the foreign banks werearacterized with significantly large asymmetry among
banks in respect to their scores efficiency which ranges between Q29%%06 and 18.6% 100%

for OTE and PTE respectively. The efficiency scores mean turned out to be 71.8% fbhniSE.
suggests it on average, foreign banking sector, if producing its outputs on the efficient frontier
instead of its current (virtual) location, would need only 71.8% of their inputs currently used.
The connotation of this finding was th#te magnitude of inefficiasy scores was 28.2%. This
suggests that, by applying best practice technology the sector on average could reduce their
inputs of operating costs and staff by at least 28.2% and still the same level of outputs can be
produced. In general, the findings showbat foreign banks were using up more inputs than the
level of output they were producingln other words, foreign banks had wasted 28.2 % of
resources in producing their levels of output. The decomposition of TE into the components of
PTE and SE theridings indicated that PTIE was SIE of GCC foreign banks in all years, the
findings results are consistent with (Aghimien et al 2014) and earlier studies that the dominant
factor affecting banks in GCC countries is managerial inefficiency.
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Table: 4.2 Summary Results of Efficiency Measures for GCC Foreign Owned Banks from
2015 to 2019.

No.
Efficiency Scores DMUs Min. Max Mean SD
Panel 1: Foreign banks: 2015
TE 25 0.443 1.000 0.676 0.206
PTE 25 0.626 1.000 0.786 0.146
SE 25 0.468 1.000 0.838 0.221
Panel 2: Foreign banks: 2016
TE 25 0.621 1.000 0.762 0.174
PTE 25 0.666 1.000 0.846 0.162
SE 25 0.848 1.000 0.942 0.076
Panel 3: Foreign banks: 2017
TE 25 0.526 1.000 0.738 0.165
PTE 25 0.644 1.000 0.827 0.132
SE 25 0.73 1.000 0.888 0.112
Panel 4: Foreign banks: 2018
TE 25 0.823 0.914 0.854 0.051
PTE 25 0.828 0.986 0.904  0.0658
SE 25 0.836 0.996 0.934 0.068
Panel 5: Foreign banks: 2019
TE 25 0.832 1.000 0.922 0.081
PTE 25 0.922 1.000 0.956 0.042
SE 25 0.864 1.000 0.964 0.053
Panel 6: All Foreign Banks: All
Years
TE 125 0.002 1.000 0.718 0.262
PTE 125 0.186 1.000 0.842 0.189
SE 125 0.021 1.000 0.853 0.224

Source: Author computation, 2020

4.3. Robustness Tests

The empirich results of data obtained from DEA computation was robustness tested in two
different groups of independent sample namely domestic and foreign owned banks. It was
recommended that for two independent samples coming from populations having the same
distribution Mann Whitney [Wilcoxon] is relevant test (Coakes & Steed, 2003). The technique of
robustness testing was used by previous studies (Isik & Hassan, 2014: Sufian et al 2012). In this
paper parametric {est) and nowparametric (Mann Whitney and KruskaVallis) were
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conducted to obtain robust test results. In Table 4.3 the paramtdst results revealed that
domestic banks scoré827 where foreign banks scored 0.718 for TE test.rinstef PTE and

SE test, domestic banks scored 0.904 and 0.9l Wdreign banks were 0.842 and 0.853
respectively. The findingsdicated that TE,PTE and Skere statistically and significant att

5%, level which implies that the analysised sufficient evidence to claim that the TE, PTE and
SE performances of fagn banks were lower than domestic banks in GCC countries
Comparing to the mean efficiency scores results of domestic banks and foreign banks, it is
clearly observed that the efficiency scores of all types for foreign haeiesless compared to
domesticbanks. The finding may infer that domestic banks utilize their inputs more efficiently.
The findings results favour Home field advantage hypothasisiomestic banks are more
efficient than foreign bank§hereforgthe findings indicate that thigobal adantage hypothesis
does not exist in GCC countries. The findingsre compatible with the previous studies of
(Sathye, 2001Mesut 2013: Sufian, 201Ayvhich confirmed that foreign owned bank®reless
efficient than domestic banks.

Table 4.3: Efficiency Measures for Robustness tests of Domestic and Foreign banks 2015
2019

Groups Test

Parametrietests Non Parametrie tests

Kruskall Wallis
t-tests Mann Whitney tests tests
t(Prb>t) z(Prb>z) G(Prd>c
Means Means
Means T rank Z rank 3
TE
Domestic banks 0.827  2.668 108.92 -2.869 108.92 7.788
Foreign banks 0.718 80.51 80.51
PTE
Domestic banks 0.904  2.638 108.53 -2.566 108.53 6.674
Foreign banks 0.842 84.88 84.88
SE
Domestic banks 0.915 2.056 108.44 -2.648 108.44 6.058
Foreign banks 0.853 83.88 83.88

Significance Test at 5%
Source: Author computation, 2020

4.4  The Drivers of Banks Efficiency

Tables 4.4 presents the summary of regresstsults of factors explaining banks efficiency
using Tobit regression model. Tobit regression model was used as a second stage to examine
how banksd specific factors affect banks ef fi
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4.4.1 Effect of bank Size onEfficiency

The stuly used LogA as proxy of banks size and result found a positive and significant
relationship between banks size and PTE, as expected from study hypothesis. The implication of
this finding is that large size banks in GCC countwese more efficient due tohe economies

of scale arguments. This study findimgs consistent with previous studies by (Sufian, 2009:
Jackson & Feth, 2000: Yayar & Karaca 2014: Nizamulmulk & Yilmaz, 2016) who founhthat

bank size have a positive and significant effect on baffi@ency. In this casehe large banks

in GCC countries are efficient in transforming inputs into outputs regardless of their size of
scale. The possible reasons for positive effect of banks size on efficiency could be large banks
pay less inputs costnd attaining increasing return to scale due to allocation of fixed costs over

a large volume of banking services or efficiency obtains frarkferce specialization (Hauner

2005)

4.4.2 Effect of Profitability on Efficiency

The study used ROA to measubank profitability and exhibited positive and significant
relationship with banks PTE, as expected and implied that banks with high effieierdble to
earn more profits. This findingasconsistent with the results foundt by (Casu and Molyneux
2003: Sufian, 2009: Malaysian banks, Rosman et al. 2014: Mamatzakis et al. 2015)

4.4.3 Effect of Credit Risks onEfficiency

Total Non Performing loans to Total loans (NPL) as a proxy of credit risks exhibited negative
relationship with banks PTE, as exptin this paper, indicating that increase in credit risks
increasd inefficiency of banks. The finding is simil&w previous studies conducted by (Barr et

al. 2002: Hassan and Sanchez, 2@Tfian and Noqr2009) who found out anegative effect of
nonperforming | oans on hnaphe# thad theebbinksimanagers nyGCC T h e
countries should emphases more on credit risks management

4.4.4 Effect of Bank Liquidity on Efficiency

The bank liquidity measured by loans to total assets fawido be positive ando have
significant relationship with banks PTE as expected in this study. The finding implies that banks
with higher liquidity ratios in GCC countries tend to have higher efficiency scores. The finding is
consistent with the previougndings by (Isik & Hassan 2003: Casu & Girardone, 2004 and
Sufian, 2009)who found out a positive effect of liquidity on efficiency but statistically
insignificant. Isik and Hassan (2008uggested that the positive effect of loans activity on banks
efficiency could be caused by the relatively efficient banks their ability to manage bank
operations more productively, which enables the banks to have lower costs of operation which
made itto offer more reasonable loans terms giving them to gain largee &h loans market
segment.
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4.4.5 Effect of management quality on efficiency

The management quality measured by totalinterest expenses to total bank assets (NIE/TA)

weref ound to be a negative and signitkdicthent rel

proposed hypothesis. The implication is that, more noninterest operating expenses lead to
inefficient in utilizing inputs for a given level of output. This finding supports the previous
studies of (Sufian (2009: Saha et al. 2015) and Claesseis(2001)who suggested that the
deterioration of banks efficiency level is caused by overstaffing.

4.4.6 Effect of Capital Strength on Efficiency

The ratio of total equity to total assets as a proxy of capital strength was a significant and
positive dfect on PTE, as expected in this study. This positive relationship with bank efficiency
was expected by this study in viewing that high equity level as a cushion for the future losses in
GCC banks. This finding is similar to (Isik & Hassan, 2003: Casu @mdrdone 2004:
Pasiouras, 2008: Rosman, 2014) found capital strength was positive and statistically significant
related to banks efficiency.

4.4.7 Effect of Financial Leverage orEfficiency

The study used ratio of total debt to total assets to measareial leveragandfound to have
negative effect on banks efficient, however, not statistically significant. Negative effect implied
that banks with higher ratio tends to be inefficient because they are risk averse and prefer to
safer and lower eang portfolios (Jackson and Fethi, 2000). The similar negative findings were
found by (Catalbas & Atan 2005: Isik and Hassan 2003: Nizamulmulk and Yilmaz, 2016 Batir,
2017)

Table 4.4: Results for Tobit regression of domestic and Foreign Banks in GQCountries

Tobit - Regression Number of obs. = 250
LR chi?(12) = 68.7¢4
Prob > chi2 = 0.00!
PseudoR = 0.
6145
Standard. [95 % Confidencé
DEAPTE Coefficient. Error T P>t Intervall
log A 0.0201 0.0215 5.861 0.002 0.0624 0.0222
ROA 0.5865 0.0133 4.884 0.006 0.0305 0.0828
NPL -0.0680 0.0140 -6.582 0.000 -0.0678 0.0517
LQD 0.0899 0.0849 4.685 0.003 0.0609 0.1236
NIE -0.0145 0.0104 -4.483 0.001 -0.0349 0.0060
EQTA 0.8875 0.0237 4.287 0.006 0.0407 0.0848
LEV -0.4174 0.1190 0.516 0.785 -0.6520 0.1828
_cons 0.8672 0.0733 12.862  0.000 0.7225 1.0119

Source: Author computation, 2020
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5.0 Conclusions

This paper compared efficiency performance and its drivers of 25 domestic banks and 25 foreign
owned banks in GCC countries during the period of 2Z80B using DEA models. The
intermediation approach was used to select inputs and outputs variables. In addition Tobit
regression model was applied to investigate the effect of a set of banks spqaifiatory
variables namely bank size, profitability, credit risks, bank liquidity, management quality, capital
strength and financial leverage on banks efficiency. The findings indicated that on average the
efficiency scores of domestic banks sector @&27 which implied that the same level of output
could be produced by domestic banks only with 82.7% of the amount of inputs used. Banks
could have reduced their labour and total expenses (inputs) by 17.3% and still could produce the
same amount of outiis. Meanwhile mean efficiency of foreign banks was 0.718 which indicated
that the banks could have produced the same outputs level with only 71.8% of the amount of
inputs of resources utilized. Foreign banks could have reduced their labour and totadesxpen
(inputs) by 28.2% and still could produce the same level of output. Thus, the overall banks
inefficiency could be explained somehow by underutilization of inputs resources. In the study
specification banks employ deposits, labour and total expensapus to produce loans and

total income. Therefore, underutilization of inputs resources for a specific bank could be related
to large amount of operating costs, overstaffing or unproductive deposits if compared to its peers.
The PTE and SE scores indiethat domestic banks inefficiency could be attributed more by
PTIE (9.6%) than SIE (8.5%).The PTE and SE scores indi¢hs foreign banks inefficiency
wereattributed more by PTIE (15.8%) than SIE (14.7%). Both banks groups in GCC countries
werefacing managerial inefficiency in exploiting their resources to the fullest; banks can make
more value by removing inefficiencies and redundancies (Evanoff & Israelvich, 1991).

The findings indicated that domestic banks recorded higher level of TE, PTHEsuwb&@s than
foreign owned banks in GCC over the period from 2015 to 2019 at 5% level of significance. The
findings favourhome field advantage hypothesiace foreign bank&asless efficient than their
domestic counterparts and thgtobal advantage hyothesiswas not prevailing in GCC
countries. Finally the results on Tobit regression model revealed that bank size, profitability,
credit risks, management quality and capital stremgttethe main drivers of banks efficiency

in GCC countries. The findgs indicated that thenwasa positive and significant relationship
between banks efficiency and bank size, profitability and liqui@tythe other handherewas
negative and significant relationship between banks efficiency and credit risks and mamiage
efficiency.

The findings of this study are crucial for the development of new financial rules and regulations
for policy makers in order to improve the banking sector performance in GCC cauRtries
bank managers and investotise findings provié crucial insight on the efficiency of banking
sector in thdregion.
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Abstract: Grounded on the resourdmsed theory, this study examined the role of market
orientation (MO) dimensions in the export performance of small and mexfiterprises (SMES)

in Rwanda. The study adopted an explanatory survey design and seotissal strategy. Data

were collected from a final sample of 105 respondents selected from 58 exporting firms
purposively chosen due to the absence of a formal Isagnfpame. The collected data were
analyzed using the structural equation modelling (SEM) technique with the analysis of moment
structure (AMOS) version 25.0. The findings revealed that market intelligence generation (MIG)
and market intelligence respomsness (MIR) have a positive and significant influence on export
performance but the influence of market intelligence diffusion (MID) was weak and insignificant.
The mixed findings of this study confirmed that the development of MO is important fota firm

go international and that not all dimensions of MO are equally important factors for export
performance, so much so that only Ml and MIG contributed significantly to export performance.
The proposed model, which was based on RBT, was therefore partihdtlgted. The study
recommends that policymakers develop an export education strategy for exporting SMEs to
improve their performance.

Keywords: market orientation, export performance, SEM, SM&sanda

1.0Introduction

Small and mediursized enterpriss (SMES) are vital for the stability of national economies and
also play a key role in the development of innovation, productivity, and employment (Wu, Yao,
& Muhammad, 2017). Small and meditsized enterprises are experiencing a big challenge of
limited access to the market. The challenge is more complex when it comes to access to the
international market which is far more sophisticated than the domestic one, especially for SME
exporters in developing countries. Inadequate resources have been cited a$ thee
constraining factors to the effective implementation of marketing strategies by SMEs (Bamfo,
&Kraa, 2019). Specifically, limited access to exp@tated information exposes SMESs to export
barriers such asnew market trends, different customersgulations, and fierce competition
(Leonidou, Katsikeas, Palihawadana, &Spyropoulou, 2007). Therefore, there is a need for SMEs,
and in particular, those in developing countries to welcome the concept of market orientation
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(MO) and its applicability in the lines of operations if they want to be competitive in the
international marketBylon & Jerry Jay, 2019).

Rwandan SMEs are also facing similar challenges relating to access to the international market
as all manufacturers are competing for a limitechdstic market. A recent study by English,
McSharry, &Ggombe (2016) showed that the export sector is characterized by the highest rate of
product death and low performance. This low export performance is evidenced in its low level of
exportsto-GDP of 14% m 2015 when compared with other landlocked countries and even far
below the average for Staharan Africa (Englisket al., 2016). Whereas exports are getting
more diversified in Rwanda; the Rwanda export structure is made of five main categories: (i)
Tradtional commodities (tourism, minerals, and tea and coffee), (ii)-iKaditional exports

(NTE), (iii) Informal crossborder trade, (iv) rexport, and (v) services (Engligt al., 2016).

This studyfocuseal on "Nontraditional exports (NTE) because, asagnized by the Ministry of

Trade and IndustrMINICOM ,2016), few countries have managed to develop rapidly based on
exports of primary products alone.

Looking critically at explanations provided by Kohli & Jaworski (1990); Zhou, Li, Zhou, & Su
(2008); Tho (2019);Savabieh, Nayebzadeh, Abghari, &Hatadasab 2020) with respect to
market orientation definition, one theme surrounding its meaning is that MO is a capability
based activity which pertains to the resotbesed theory (RBT) of the firm. For tasce, Zhou

et al., (2008) consider the market orientation as one of the importantdiret resources and
capabilities. Tho (2019) and Papad#sal.(2019) look at MO as a valuable, rare imperfectly
imitable, and nofreplaceable capability that can geate sustainable competitive advantage.
Given the capabiliyoriented nature of the market orientation, this study is grounded on the RBT
which assumes that firms compete based on their resources and capabilities needed to protect
themselves against imitah and transfer from competitors (Wade, & Hulland, 2004; Baatey

al., 2011). This is because MO is an internal intangible resource that gathers and uses the
information to satisfy customers' needs and wants, thereby improving export performance.

Empirically, some researchers have reported a positive and significant impact on the market
orientation and firm performance. However, although the importance of MO has been largely
acknowledged (Acost&respo, & Agudo2018; and Alhakimi, & Mahmoud, 2020), tpesitive
influence of MO on firm performance is empirically supported by studies conducted for large
firms in developed countries (Kido, Kuo-Feng, & YaePing, 2014; Sisay, Verhees, & Hans,
2017). Therefore, studies in developing countries are overlooked.

Another gap identified in the previous literature on the-pdformance nexus is the tendency to
adopt an aggregated approach to MO in empirical tests of models. As commented by Yusif
(2012), the relationship between MO and performance may be compléxeamapact cannot be
viewed simply. For instance, Fernandes, Ferreira, Lobo, & Roposo (2020) investigated the
impact of the internationalization process and international performance in keeping with
company market orientations (MOs). Data were colleatech {320 Portuguese SME exporters.
Findings displayed a positive MO effect both on the internationalization process and
international performance.
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Moreover, the use of a cultural approach to MO in the previous literature on the MO
performance nexus is olmus. For instance, Dawit, Verhees, & Van Trip 2017 examined the
impact of MO components on the performance of seed producer cooperatives in Ethiopia. Using
SEM analysis, the study revealed that customer orientation;fumetional coordination, and
suppier orientation but not competitor orientation, contribute to higher business performance. In
the same vein, Bamfo, & Kraa (2019) examined the impact of MO on the performance of SMEs
in Ghana. Data were collected from 391 SMEs and analyzed using SMEndings revealed

that customer orientation and competitor orientation positively and significantly predicted
performance while intefunctional orientation did not show any significant impact on the
performance of SMEs in Ghana. The mediating role ofuahon was not proved for competitor
orientation and performance relationship.

However, only a few studies have used the behavioral approach to MO that considers the three
dimensions as advocated Bgworski & Kohli (1993). For example, W8hong, JingNVen, &
Ming-Yih (2015) showed that MIG, MID, and MIR have a very strong influence on firm
performance. Likewise, Lee, Kim, Seo, & Hught, (2015) showed that the three dimensions of
MO have a positive effect on financial and rorancial performanceThe curent study,
however, examined market orientation at the disaggregated level to develop a model that enables
to understand how MOQO's outcomes can be achieved (SgrensenL@0g§9Ali, John, & Alma,

2017). In addition, mixed results concerning the relattops between MO and export
performanceverereported in previous studies, some revealing positive and significant effect of
MO on export performance such; &ge, Kim, Seo, & Hught, 2015; while otherespored both
significant and nossignificant effects sth as CadoganDiamantopoulos, & Siguaw, 2002 and
Akyol, & Akehirst, 2003 necessitating further empirical studies.

Therefore, the objectivesf the current studywere twofold; (i) to examine the impact of
dimensions of market orientation namely markateliigence generation (MIG), market
intelligence dissemination (MID), and market intelligence responsiveness @fl&nall and
medium enterprises in Rwandad (ii) to develop and test a model that enables to understand
how MOGs out c o me s The emiral bemefit anc ddopeng ¢hd .disaggregated
approach to MO in this studyasthe identification of which component of M@asthe most
effective driver of export performance in the SME sector. In this context, the current study
modéled market inteligence generation, dissemination, and responsiveness as drivers of export
performance. These MO dimensions aperationalied as follows:

Market intelligence generation (MIG) refers to a firm's ability to gather information from
different actos such ascompetitors, suppliers, intermediaries, and market forces sych as
social, cultural, regulatory, and macroeconomic factors (Matsuno, & Mentzer, 2000). The
process includes for instance assessing customer needs and preferencest @Dp2@16) and
analzing government regulations, technology, competitors, and other environmental factors.

Market intelligence dissemination (MID) is the extent to which the collected information is
distributed, shared, and discussed across the firm's departments formaflyrmally (Karaet

al., 2005). This is a procegbatinvolves communication between the owners and employees of
a firm about the collected information. Disseminating the information internally includes
discussing competitor's strategies and customeesls and preferences.
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Mar ket intelligence responsiveness ( MIR) refe
and disseminated information from customers, competitors, and other sourcet ANV@013).

This ability involves taking prompthaction to satisfy the needs and preferences of customers

about the product design, quality, and low cost that maintains and sustains a competitive edge
(JimenezZarcq MartinezRuiz, & IzquirdeYusha,2011).

Export performance refers to increased expates, export profit, market share (in terms of
destinations), and customer satisfaction (Kasema, 2020a). In the rekasecetheory, export
performance is a variable that is essentially related to export activity or the first stage of the
internationalzation process.

Viewing under this research, MO is an internal resource that cannot be bought in any market. In
this regard andybreferring to the views of Jaworski & Kohli, (1993) explaining MO in the form

of MIG, MID, and MIR, the followingconceptuamodel was developed and tested through three
hypotheses:

Market intelligence
generation (MIG)

Market intelligence Export performance
dissemination | (EPERF)

Market intelligence
responsiveness

Figure No 1: Conceptual Model

Hi. Market intelligence generation (MIG) influences the export performance of SMEs
H>. Market intelligence dissemination (MID) influences the expafopmance of SMEs

Hs. Market intelligence responsiveness (MIR) influences the export performance of SMEs

2.0Methodology
2.1Research Design, Sample Size, and Data Collection

This research study adopted an explanatory survey design and -sextissalstrategy due to

the time of data collection, and the nature of the study. The quantitative metkedgaged in
hypotheses testing of the causal relationship between predictors and criterion variables, which is
usually known as causal research (SekaraBatigie, 2013). Small and mediusized export

firms were the unit of analysis for this study. However, with the absence of a formal sampling
frame, the sample was purposively selected among the 1700 export firms' -coidetrihat
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fulfilled the selection dteria such as being in the export sector for at least three years; making a
target sample of 62 firms.

Data were collected from 124 respondents who were drawn from the 62 export firms purposively
selected countrywide. With the minimum criteria of beidgectly involved with export
marketing decisions and the level of background knowledge about the research topic two
qgualified informants (marketing managers and finance managers) were selected to avoid
common method bias. Out of 124 distributed questivesal05 were returned with a response
rate of 83%; enough for generalization (Anseel, Lievens, Schollaert, & Choragwicka, 2010).
This study used a personal intervieased survey method with a droff and collect approach

for executing the survey.

2.2 Pre-test and Pilot Study

Before the final survey, the questionnaire was-tpsted with five export SMEs with two
respondents from each company, making a total of 10 respondents. BBush &005) suggest

that a pretest of 510 representative respondeiis usually sufficient to identify problems with a
guestionnaire. They were also asked to comment for clarity, biasness, the ambiguity of the
guestions, and relevance of the questionnaire to the export business context, and corrections were
made accordigly for some questions. Piloting the survey questionnaire was done to assess the
wording and psychometric properties of the measurements (Memon, Ting, Ramayah, Chuah,
Cheah, 2017) . The Cronbachods alpha for79al l t !
greater than 0.6 (Dunn, Baguley & Brunsden, 2014) confirming the questionnaire reliability.

2.3 Research Constructs and their Measurements

The dependent variable of this studhas export performance (EXPERF). Since the objective
measures of export germance were not accessible to the researchers, this study used the
perceptiorbased performance measurement to assess the export performance which is common
in strategy research (Fonti, Maoret, & Whitbred, 2017) using aiteve with five-point Likert

scale. So, as in previous export studies (e.g. Morgan, Vorhies, & Mason, 2009; Sousa, 2004), this
study used subjective indicators to assess export performance. Respondents were asked to
indicate on a fivgpoint Likerttype scale ranging from strongly digisfied to strongly satisfied

over the past three years to balance steonh export performance fluctuations (Katsiletaal.,

2000). The following six items were used: export sales, export sales growth, export profitability,
export market share, the cpstitiveness of product in the foreign market, export market
satisfaction with export sales volume, and the number of export destination countries. The value
of these six items was then summed and averaged to create the study's export performance
construct (Cronbach'sU=0.72). For the market orientation variable, this study adopted a
shortened ningéem but with fivepoint scale by Cadogaet al.,2009) rooted in the mainstream

MO literature (Kohli, Jaworski, & Kumar, 1993). This niitem scale included the items for

each dimension of MO namely MIGX0.76), MID (J=0.66), and MIR (=0.79).

2.4Data Analysis Technique: The Structural Equation Modelling

The collected data were analyzed using the CovariBased Structural Equation Modelling
(CB-SEM) appoach. This is a multivariate data analysis approach that enables a simultaneous
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examination of multiple relationships among many variables, including latent variables. It
minimizes unexplained variance while supporting superior theoretical model devetopmen
Moreover, SEM tests construct validity extensively and more deeply in comparison to the
traditional correlation analysis (Bagozzi, & Yi, 2012). The application of the SEM approach is
currently on top of research studies involving firm performance amé imwadly competitive
advantage. Some of the recently published papers using SEM in these areas are those of Kasema
(2020); Yasin, & Ong (2020), and Sriyono (2020).

The check of statistical assumptions and indices before using SEM was completed aRoejnst
using Littleds test, resul t snorware theeedanytotitleers t h e r
because the Mahalanobis distancé) (@as less than th€hi-square valuesf the applied items

(Harns and DeSimone, 2015). UsiKgimogorov+Smirnov and the Shaphwilk tests, results

showed that data were normally distributed as the significance value was greater than 0.05
(Pallant, 2013). Testing for multiollinearity was done by the Variance Inflation Factor (VIF)

which is used to test a higher correlation between independent constructs. The data passed the
multi-collinearity test since all VIFs ranged between 2.305 and 2.908 which is far below the
generathreshold of 10.00; indicating that muttollinearity is not a serious issue (Tabachnick,

&Fi del |, 2013; Pall ant , 2016) . The reliabil it
measured variables was 0.76 for MIG, 0.66 for MID, 0.79 n for MiRj 0.72 for EXPERF

greater than 0.6; the acceptable limit (Dwtral.,2014).To test the adequacy of the data set for

factor analysis, both the Kaisbtayor-Olkin (KMO) measure of sampling adequacy (0.783> 0.5

and the Bartlett test of Sphericity (407414=0.000) i.e. p<0.001 were used and found greater

than the cubff (Pallant, 2013).

3.0Results and Discussions
3.1Evaluation of the Measurement Model

Confirmatory factor analysis (CFA) was used to test the measurement model of the study
throughCost ruct sé i nternal reliability, convergen
2014). The principal approach used to assess the convergent val@ityhe composite
reliability (CR) and the average variance extracted measures (AVE) for eachucomsth a
minimum threshold of 0.7 (CR) and 0.6 (AVE) (Hair, Hult, Ringle, &Sarstedt, 2017). The
discriminant validity for each construct was gauged via square roots of AVE. Adequate
discriminant validity should be larger than the squared correlatibiasr, (Black, Babin,
Anderson, & Tathan2014).

Table No 1: Reliability and Convergent Validity

Construct Cr o n b a Composite Reliability Average Variance
Alpha (CR) Extracted (AVE)
MIG 0.763 0.82 0.76
MID 0.664 0.93 0.69
MIR 0.792 0.88 0.71
EXPERF 0.715 0.79 0.68
SourceeResearcherdéds compilation based on
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It can be observed from Table 2 that convergent validity was confirmed as CR, and AVE
statistics for all four constructseregreater than the cwiff. In the same vein, the squaamt of
each c ons wasgreaterdhan tide\tdtrelations with the other constructs (0.69, 0.72, and

0.60 respectively for MIGEXPERF, MIDEXPERF, and MIREXPERF confirming the
discriminate validity.

Table No 2: Fit Indices for the Measurement Model

Fit index This Research Recommended Values References
& (p-value) 0.046 00. 05 Byrne (2016)
CMIN/df 2.02 03 Gefenet al.,(2000)
GFI 0.94 00. 009 Hair et al.,(2017)
RMSEA 0.05 O 0. 06 Hué&Bentler 1999
NFI 0.92 00. 09 Byrne (2016)
CFI 0.96 00. 09 Kumar (2015)
AGFI 0.95 00. 009 Hair et al.,(2017)
Source:Resar cher 6s compil ation based on A

Furthermore, the model fit indices were applied to determine whether the model fitted the data
well. The model fit indices generated the following results: CMIN/DF = 2.02, GFI = 0.94, AGFI

= 0.95, CFl = 0.8, NFI = 0.92, and RMSEA = 0.05 which signify an adequate model fit.Fig. 2
displays the measurement model.
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Figure No 2: The Measurement Model of this Study
Source: AMOSOutput, 2020
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3.2Evaluation of the Structural Model and Hypothesis Testing

After ensured that the measurement model fitted the data well, researchers tested the three
hypotheses of the current study. Nevertheless, before testing the structural model, researchers
checked for its fithness using similar goodness of fit indices as per tsuneenent model. It was

found out that the structural model attained the recommendeaftudf the goodness of fit
indices.

In testing hypotheses, three critepa&0.05; critical ratio(t) =1.96, standardized regression
weight(3)= 0.5 as recommended Blox & Bechger, (2012) and Haat al.,(2017) were applied

to examine the relationship between the individual components of MO and export performance.
Therefore, any relationship which resdltin a critical ratio greater than 1.9@as considered
significant.

Table No 3: Hypothesis Testing Results

Hypothesis Relationships S.E. C.R P-Values b-Value Decision

Hi1 MIGA EXPERF .108 6.29 *** .60 Accepted
H> MIDA EXPERF .194 195 .063 .38 Rejected
Hs MIRA EXPERF .202 3.56 *** .78 Accepted
Source Researcherdés compilation based on AM

The results from Table 5 indicate thapath from MIG to EXPERF attained a critical ratio of
6.29, a significanp-value of *** and al3 value of 0.60 whichme the recommended cuwff.

Hence, Hwhich stated that market intelligence generation influences the export performance of
SMEs was accepd. These findings also revealed that a path from MID to EXPERF attained a
critical ratio of 1.95, a nosignificantp-value of 0.623, and thgvalues of 0.195 which deviates
from the recommended coff. Hence, H which stated that market intelligencesskemination
influences the export performance of SMEs was rejected. Finally, the findings also revealed that
a path from MIR to EXPERF generated a critical ratio of 3.56, a significaalye of ***, and a

3 value of 0.78 whichmet the recommended cuoff. Hence, H which stated that market
intelligence responsivenessfluencel the export performance of SMEs was also accepted.
These results are also indicated in Figure 3.
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Figure 3: The Structural Export Performance Model
Source: AMOS output, 2020

4.0 Study Implications

The purpose of this study was to examine the role of MO dimensions namely MIG, MID, and
MIR in the export performance of small and medium enterprises in Rwdingafindings
revealed that MIG and MIRad a positive and significant infence on export performance but
the influence of the market intelligence dissemination (MID) was weak and not significant.
Nevertheless, it should be noted that the market responsivée$8%) was more influential
followed by market intelligence genert (3 =60%) than the market intelligence dissemination
(B = 38%) as shown in the revised conceptual model.

Market inelligence
aeneration (MIG)

Market intelligence |_ __ ™ Export performance

dissemination (EPERF)
Market intelligence /

responsiveness
Figure No 4: The Revised Conceptual Model

Legend: Insignificant relationship ———sjgnificant relationship

These findings, which partially validatethe resourcédased theory that emphasizes the
importance of market orientation in generating or creating competitive advantage, nevertheless
qualified the results found in the previous literature suchJasvorskj & Kohli (1993); Wet

Shong, JingWen, & MingYih (2015); Lee, Kim, Seo, &Hught, (2019)png et al.{2017) by

not fully recognizdthe significant impact of these three dimensions of market orientation on the
export performance of SMEs in Rwanda. Howewuailike previous studies, these mixed results

in the market orientatioi export performance nexus constitlite novel contribution to the
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market orientation literature because most previous stutkdsoverlooked the effect of
individual MO dimensions othe export performance, especially for SMEs.

This study also offead empirical validation for the scale, because it revealed the possible use of
two items per factor for factor analysis, and thereby adding knowledge to the market orientation
literature rgarding the minimum items for each factor. This accords with Yong & Pearce, (2013)
who argued that even two items per factor are sufficient for factor analysis, but contradicts
Hair et al.,(2014) who support that each factor should have at least 3 itebes éxplained to
ensure high reliability.

5.0Conclusion and Recommendations

Grounded on the resourbased theory (RBT}his study examined the role of MO dimensions
namely MIG, MID, and MIR in the export performance of small and medium enterpirses
Rwanda.The findings revealed that MIG and MIkd a positive and significant influence on
export performance but the influence of the market intelligence dissemination (MID) was weak
and not significant. The mixed results of this study confirmed #a¢ldping MOwasimportant

for a firm to go international and that all dimensions of M&enot equally important drivers

of export performance as only MI and MIG contributed to export performance at 78% and 60%
respectively. The proposed model which gasunded on the RBT was then partially validated.
Therefore, this study contributed to the advancement of the knowledge in the market orientation
literature because most previous studias$ overlooked the effect of individual MO dimensions

on export perfamance, especially for SMEs. Also, the use of SME exporters as the unit of
analysis in a less developed country enriched the debate on the market orientation literature and
its components factors.

This studysuggestdthat to sustain export performanaegroduct presence in the international
market, managers should proactively develop effective MO behavior through thoughtful
activities in gatheringdisseminating, and responding to relevant information. Thereby, they can
take advantage of business andirket opportunities in international markets. The study
recommended also that policymakers should develop an export educational strategy for SME
exporters whavereincreasingly embarking on an expansion and correspondingly attempting to
identify the besttsategy for raising their performances.

This study is subject to several theoretical and methodological limitations, which may provide
additional research opportunities. First, the study examined only Rwandan export firms
Therefore, the findings may nbé generalizable to firms from other countries. Second, the study
focused on a single time; essentially, export performance should be measured more dynamically,
using longitudinal data. Future research may use longitudinal data to provide more insights and
deeper understanding of the investigated issue and compared it with these findings.
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Abstract: Street vendors who are famously known as Machinga, they are micro bysness

who have a significant contribution to the economy of country. Htistees shows that about
2,754,697 individuals in Tanzania owned and ran 3,162,886 small businesses. Moreover, these
businesses have been able to develop the behaviour which has influenced the selling, shopping
and social behaviour but still given litteecademic attention. Therefqrinis article studies their
marketing operations by using the exchange marketing theory and use qualitative approach to
interview 25 street vendors. The results sbdthat when they facilitate exchangbey find
placesto chase after customers and sell their products. Thhey make instant and reactive
decisions, bargain with customers, and scramble for customers. Thissttoogd that street
vendors require the attention of academicians and policy because they deapone skills and
exposure to their business undertakings.

Keywords: Marketing behaviour, Street vendors, Micro businegsBaszania

1.0 Introduction

Since the 1990s there has been the growth of a body of knowledge about marketing for small
businesses (Carm, 1990, 2003; Graham, 2004; Hultman & Shaw, 2003; Siu & Kirby, 1998; Siu,
2000; Marek, 2014; Franco et al., 2014; Magembe, 2019). The marketing of small business is not
only important because of its characteristics but also because of its contribuhenemnomy

of country. The characteristics of small businesses includes the inseparability between business
operators and owners (Reijonen, 2008), operators independent decisions (Calson, 1990, Gomes
et al., 2010; Schollhammer & Kuriloff, 1979) and epteneurial decisions (Jones & Rowley,

2011; Siu & Kirby, 1996).

The categories of the businesses in Tanzania have been defined and distinguished ranging from
large to micro. The number of employees and size of capital have been used to categorize
busineses into large, medium, small, and micro (URT, 2012; OECD, 2016; UNIDO, 2012).
Statistically, these categorizations vary across countries (OECD, 2016). By using the number of
workers, the limit set for each category varies; usually the lower limit fol scalke businesses

is set at five to ten workers and the upper limit at fifty to hundred workers. The upper limit for
medium scale businesses is set between a hundred and two hundred and fifty employees
(Hallberg, 2000). The lower limit for micro businessen be set at one and the upper limit at

four (URT, 2012).

Micro businesses contribute significantly to the Small and Medium Business Enterprises (SMES)
sector, which constitutes 95 percent of all businesses in Tanzania and contributes 35% of GDP
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(Maganbe, 2019; Yahya &Mutarubukwa, 2015). Apart from its contribution to solving the
unemployment problem and ensuring sustainable economic growth, the sector also creates an
avenue for inclusiveness of the majority of the people in economic developmentnfdage
2019). According to the National Baseline Survey Report of 2012, about 2,754,697 individuals
in Tanzania owned and ran 3,162,886 small businesses as at September 2010 (FSDT, 2012).
Nearly half (47 percent) and over half (52 percent) of this populafismall business owners is

made up of the urban living, youth and women respectively (IMED, 2016; Tarpaest,

2019). Some of these businesses are registered and formal while others are not but are actively
conducted al ong t hick). Sq it is ydrtey ubhdarstayidg theirrbehaviosr (i b
which can be used to develop models and policies that fit to their operations.

Marketing behaviour includes the activities that marketers do in the process of identifying their
customer needs and indéeting with them and satisfying them (Kotler & Keller, 2012; Kotler &
Armstrong, 2014; Harrell, 2017). However, despite of the developed knowledge about small
businesses, little has been studied about the marketing behaviour of street vendors. The street
vendors have developed the marketing behaviour which has influenced the selling, shopping and
society behaviour yet not academically studied. This study draws from the marketing exchange
theory in which the behaviour is captured by the activities done wieeseller facilitates the
exchange with the buyer (Hunt, 1983).

It explores the marketing operations of street vendors in order to understand their behaviours
when they seek to sell their products directly to customers. The term vendors include those wh
display their products along the streets in the shades kimotaswabhili acronymasvibandaor

small business kiosk Englishas well as those who carry their products around looking for
customers. These are the informal petty traders in the urbaes&rtio are popularly known
Kiswahili acronymasMachingaor petty traders in Englishn this study, they are also referred

to as vendors or hawkers and they represent rigsinesses, which are the focus of this study.

The study is aimed at undesstding the marketing behaviour of tiachingain order to
document the activities that they do to facilitate the exchange with their customers, and which
make them different from other small businesses as well as large businesses. Theedttlmty
markeing theory as developed by Hunt, 1988hich explains the function of marketing as the
process that is used to consummate exchange. By using this, teorgsearch questiomas

what and how they facilitatlexchange when thépundand meet their cusiners?

Therehas been amcreased number of Vendors who are doing their trade along the streets in
cities like DarEs-Salaam, Arusha, and Zanzibar (UNICEF Tanzania, 2018; IMED, 2016). Out of
these cities, Zanzibar was selected because of the increasgxernaf vendors who target
tourists. According to statistics from NBS and BOT (20Xipst tourists come to Zanzibar.
Most of theMachingaor petty traders in Englishlace their ventures along the beaches and
hotels to target tourists who are busy witkitheisure activities.
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2.0 Literature Review

2.1Small and Micro Business

SMEs and micro businesses are heterogeneous and include a wide variety of firms covering
different sectors. However, despite their tangible appearance, SMEs are distinguished from
microi businesses. SMEs are usually formal, employ workers, pay formal wage, and focus on
aspects such as growth and innovations (IMED, 2016). Micro businesses are operated by a single
person and some of them are informal while others are formal. Mdst ofitro enterprises are
mainly based on a 61 i f epsratigglirea verynlocal eontexeanetarer s hi p
motivated by their need to generate income and finding a place to engage rather than staying idle
(Maliva, 2021).

Being informal (IMEDQ 2016), the majority of the micrenterprises are commonly categorised

as petty traders, together with other middlemen and retailers who do small businesses in
Tanzania. These traders represent themselvésaakingg and they are generally regarded as
being of low status because their businesses do not require any special skill to operate in, and
their earning usually is very low (Ogawa, 2006).

Although small and large businesses differ by size, other characteristics are important because
they are the wes that make them unique. Culkin and Smith (2000) emphasize that small
businesses are not just smaller versions of large businesses; but they also differ in terms of their
objectives, management style, and marketing (Carson, 1990). Moreover, independdree
operations of small businesses means the owner or a manager has ultimate authority and control
over the business. He or she is not part of a complex enterprise system like it is in large
enterprises. In management style, small businesses are mamageersonalized fashion where
owners participate in all aspects of managing a business (Schollhammer & Kuriloff, 1979). That
means there is no consultation in most smal/l

2.2 Small Business Owners/Managers

Based on their dracteristics, small and micro businesses are explained from the point of view

of the owners and managers. They are an essential part of the businesses and thus the functions
of small ventures depend on their personal decisions (Reijonen, 2008). Thdgoaalked
entrepreneurs because of their tendency to look and go for new opportunities and they take
personal financial risks in their businesses (Moon, 2010). This makes their operations fluid
despite the fact that they regard themselves as venturess, ttieeir personal characteristics can

be reflected in their ata,2009)rBecausd tiizahasmaenstics @0 0 3 ;
microi businesses are reflected on the owners and managers, the study captured marketing
behaviours based on theirews, actions, and decisions. Therefore, the study explored business
owners/managers to discover the elements that can be used to identify the marketing behaviours
of micro businesses in order to design the different ways of supporting them.

3.0Marketing Theory

This article has adopted the definition of marketing that focuses more on its primary function of
facilitating exchange relationships (Kotler & Zaltman, 1971; Hunt, 1983). It explains the
exchange relationship between buyer and seller (Hunt, 1988%ording to traditional
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marketing, a buyer and a seller meet when the buyer has recognized the problem, searched for
information, evaluated alternatives and intends to buy a product (Kotler, 2010; Kotler & Keller,
2012; Harrell, 2017). Hunt (1983) carnat with four dimensions that can be used to explain the
exchange relations, namely, the behaviours of the buyers and sellers directed at facilitating
exchanges, the institutional framework directed at consummating and/or facilitating exchanges,

the consegences of behaviours of buyers and sellers on society, and the marketing institutions
directed at consummating and/or facilitating exchanges (Hunt,:13838ecause the focus the

this studywason themachinga acti vity when dxtaaded the delietse e x c
behaviour part of this theory.

I n order to describe the sellersd behaviours,
make decisions about the places, products, prices they offer and how they promote their
products. These questioeaabled to capture the activities they do to market their products and
eventually determine their marketing behaviour. However, because the buyers have to respond to
the sellerbés behaviour it means they wm@gre al s
behaviour and society who are influenced by t

4.0 Empirical Review on Marketing and Small Businesses

The flexibility of small businesses gives them a limited strategic frameworkaaweéak
processes (Carson, 1990). This leadsotastraints in addressing some marketing functions in the
way large organizations do (Chasten, 1997; Gilmore et al., 2001; Hill & Wright, 2001; Dwyer et
al., 2009). This also makes marketing planning for small businesses spontaneousxisteah
(Carson 1990). It has been founout that many small firms do not employ the marketing
concept because they always concentrate on how they can sell their products (Ford & Rowley,
1979; Hultman & Shaw, 2003). The importance of the marketing concept is thatvi st
marketing is more than the promotion and sale of existing products. Basically, marketing is an
extensive function that begins long before a product exists (Harrell, 2017; Kotler & Keller,
2012).

In his study, Shephard (2005) found out that somalldnusiness managers use saHrketing.

He defines selmarketing asivaried activities undertaken by individuals to make their products

and brands known in the marketplac&Hephard2005:590). He also views setharketing to

be closely related to thmncept of personal branding. The notable issue ims&lketing is that

owners and/or managers represent their organizations. In other words, they are brands by
themselves as their decisions focus omsett heir
their individual goal¢Reijonen, 2008).

5.0Methodology

The research was informed by the interpretive approach hére researcher interpreted the

findings from the inrdepth interviews with the vendors. In connection with this paradigm and

mak et i ng theory, the st udy-knalsdgeaobtheavorldandthet ai n
way they usd their knowledge to interact with it, as well as how this knowledge contributes to
shaping their ways of encountering it (Jennings, 2010).

This resarch used qualitative approach and the respondents were purposively selected and the
basis of selection was their selling style, to capture those who were selling from their temporary
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structures, calledibandain Kiswahili, and those who were carrying anal their products in

their hands. Unstructured interviews were used in which respondents were asked to narrate how
they view their markets/customers and the activities they perform in marketing their products. A
total of 25 interviews were conducted witte Machinga (16 females and 10 males), lasting

from 30 minutes to 1.15 hours. This number was reached because the researcher did not get any
added information, and the researcher declared thedsta saturation point (Jennings, 2010).

The age of interéwees ranged from 16 to 38 years, and their level of education ranged from
primary school to secondary school. There was no respondent wibghgsecondargducation.

The narrations were captured by voice recorders during the interview, which Wésvahili

language later the responses were translated into English. The recorded information was
transcribed with the aid of the ATLAS.ti package, which also enabled the use of open codes. The
coding was based on the Marketing Theory because the theatedetiermined to code the
collected information were based on the selle
The four themes, namely, product, pricing, promotion, and place were used. The hypothetical
nameswvereused in presenting the narratiansy or der t o observe respond

6.0Research Findings

In answering the research question abounthehingasnarketing activities when they facilitate
exchange, the study found out that they make decision concerning the places wherel they wil
meet customers and they chase after the customers.

6. 1Machi ngas6é Mar ket Pl ace

The Machingaconsider any place where thevasa collection of people in a marketplace. They

didn 6 t wai t for potenti al buyers to theghad t o t
products to offer, they will walk around looking for potential customers. For them, anyone they

met was a potential customer. Many prefer to sell their products along beach areas, shopping
streets in Stone Town, and around the hotel areas. Ggnénaly visied places where tourists
werebusy with their own activities because thegsre thepotential areas where theguld sell.

A youngMachingpawh o was i nterviewed at the beach sai
products, yothad to time theno . T h e K differem gaaucts and prices especially set

for tourists compared to products and prices for local customers. SomeMachengaexploit

the available local materials by innovatively converting them into sellable products thaedttrac
tourists.

Mwanana, a woman who owns a small hot el i n
materials that we use to make different items that we think the tourists like. We use palm tree
leaves to make handbags, spices to make cosmetics, anised | s t o make or name
given rise to cultural tourism in Zanzibar because of handicrafts (See also Maliva, 2017). The
increasing tourist inflow also motivates some immigrants and foreigners to enter into the
Machingabusiness. These come frohanzania Mainland and nearby countries such as Kenya

and Uganda. One of the immigraviachingacalled Dhahabu gave the following testimony:

fiOne of our friends told us that there are a lot of opportunities to sell curio products to
tourists here in Zanz#éy 0
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For the Machinga the increasing number of sellers trading in similar products tmeae

competition. They compete to get strategic locations to display their products, for example near

entrances to buildings or places frequented by tourists. Tisplaged their merchandise along
the touristsé paths, e.g. to and from the
entertainment places. Normallyhe sellers camd out their business in simple makhift

bea

structures, referred to eare r vikasda i Every sell er, t héwosef or e,

spaces.

For those who do not usgbandaat all, theydid not need to compete for spaces because they
just cariied their products aroundhosevendorsweres o me t i me 3uakaliad Kiseahili A
word whi ch me an Jhode svieoosal duakalmwgre sote rmobile because they
could easily follow the customers wherever thexre Sometimes they competdo grab
customers before they arrivat thevibandato buy products. When nessary, even those who
had vibandamove out of their shops and join theakali to chase for customers. Dhahabu had
this to say: € with this business, i f you
may end up selling nothing the whole day. ¢tluycannot chase customers during the day then
other people like the Maasai will.

Generally, theMachingasview of customersncluded the place, the people and competition. So
theythoughtthat selecting where to walk or place theirandashad to be stréegically selected.

6.2Machi ngabds Activities

Like other authord=ord and Rowley (1979), Hultman& Sha¢2003 consideed Machinga
selling their products as the main activity in their businesses. So one of the basic asthgties

to find products fist and then find the ways of selling them to consumers. For them exploring the

customer needasnot the first thing as it is written in the mainstream marketing bdaas¢€ll,
2017; Kotler & Keller, 201 This section describes the activities that thacMngadid in
facilitating exchange after obtaining the products to sell. Mostly, vendorsvaddahandicrafts

such as mats, paintings, sculptures, handbags, wallets, earrings, necklaces as well as

cosmeticsoaps and creams. The followiwgrethe actvities found by this study:

1 Chasing after customers
Both vendors in th&ibandaandJuakali scramble to get customers for their products, most of
times without being sure if customers wathto buy or not. They approaet all people who
they met by showin their products while promising them about the quality of the products and
discounts if they buyheir products. They expresd by words while displaying their products.
Sometimes agid how much the customer is willing to pay for products. For thoseeishiades,
theydid not wait the customers to get in, but they fokmithem outside. Naweza explains:

fill sometimes take a lot of effort to entice customers into my shade. If | note that a customer

doesnot know where t o s taadshowthémprodutds. hi m/ her
One of the factor that enabléhem to get customers before their rivaigsthe ability to speak

different languages. Thelynew that customersvere more comfortable to do business with the
vendors who communicaten their ownlanguages. So the vendors take deliberate attempts to
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learn foreign languages, as Mijasilia testifidit is important to be able to speak different
languages hete

Apart from understanding customerso nee@ds, C |
tactics. Napambana, a young lady who sells her items by hawking, at Kiwengwa beach, said:
filn order to sell here, one must be very sharp; one must be able to read the faces of
customers at the same time approach them by speaking their laiguage.
1 Seling
The main activity that vendodid in sellingwassetting the prices. The prices for products sold
by vendorsverenot fixed. In the course of scrambling for customers, venslaisproducts for
very staggering priceshe aimwasto entice customersotbuy more products. According to
them, thisvasthe most strategic part of selling, andviassone of the criteria that could be used
to measure the ability of different vendors.
iISometi mes a customer would come aayWéyauw an it
have to make calculationséyou may sell at a | c
you may get a customer who does not bargain and compensate the loss. We sometimes
accept low pices because we do not wantiéave a customer unserved; theysinbe made
to buy because if they do not buy from you they will move to another shop and buy the same
itemsD.
Machingasalso had to be able to calculate faster in order to determine the price for customer,
because each customeascharged differently. & for machingathe pricing strategyasbased
on customers willing to pay and their expectations to get other potential customers.
Therewerevarious factors that vendotsok into consideration when theyerebargaining with
their customers. If a customseeened to be willing to pay the highest price, then they set a
specific price for that customer. They also congdéime and the location of the customer, as
Sijali explains:
fil can say that this business is tough because you have to consider timatfélcere are
some other people who buy items and sell them in the streets as vendors. The tourists may
have spent most of their money in the streets and by the time they get here they are left with
very little money to spend. If you come across suckoousrs, you start bargaining until you
both arrive at a price that is agreeable
Talking of bargaining, Mjasilia says:
fil normally do not give up with customers until the last minute; | make sure | make friends
so that customers buy from me next tirhdo all this because | know what | want. We meet
customers of di fferent behaviour s, some insul't

need money from them, so we sometimes give them the freedom to suggest how much they
can afford to pay. After findingut how much one is willing to offer you can then give a
relatively higher price that will allow both sides to bargain making sure that no one loses.
Sometimes, when you meet with customers that are ready to enter into a bargain, you are
likely to get a r&atively higher profit if you use this stratelyy
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7.0Discussions

This study explored the marketing behaviourMdchingawhen theywere engaged in trade
exchange with their customers considering the Marketing Theory (Hunt, 1983). Their selling
behaviourwas seen from two major activities captured from thel@pth conversation chasing
after customers and setting prices. Frdhose activities, the marketing behaviour was
established and the marketing mix strategies were found. mbagdecision about thproduct,

they set price, and they promdtand distributd the products. Based on the results of this study,

it was evident thathe small businessdsd their own ways of executing marketing functions
differently compared to large organizations, whiess similar to other studies (Carson, 1990;
Culkin & Smith, 2000; Gilmoret al, 2001).

The decision about the product depends on whatlibgynd their ability to innovatively make
some items using the available materials. According to the conversatast, respondents
showed that if theyad strategic placesheywerelikely to convince their customers to see their
products.In Zanzibar, the main productgere paintings, handbags, sandals, and clothes. They
desigredthe products according to their traoins, they packagkeand label them based on what
theythoughtcustomers, especially tourists, would like.

Promotion by theMachinga stared when they chaskafter customers. They promdteheir
products by displaying them as well as by speaking tamests facdo-face. The vendorkad

the ability to customize their promotional language to different customersMabkingaalso

did promotion during pricing and wheffered significant discounts to various items. One of the
interesting aspects of pronmmt wasthe need for the Machinga to communicate in the languages
of the customers. In Zanzibar, some buyensd speak English well and others were found to be
fluent in speaking Italian. Thisimplified promotion via effective communications to potehtia
buyers and hence the potential to do business with them.

For the Machinga pricing was one of the key ways of selling their productswis during

pricing that the sellers consigerthe characteristics of their customers. They &bkt the
personaliy of the buyers and any other people who might be accompanying such buyers. They
also looledat the mood of the customers at the time of buying. The wasalso determined by

how they get customefor example, if theravere many buyers, aMachingawas likely to

charge a lower price. When pricing, theyuld use penetration and skimming strategies to the
same customer. The more the customas attracted to buy more items, the mor&lachinga
wastempted to raise the prices. During pricing, the sellerse very smart to ensure that they

did not make losses.

The Machingalooked for places wheranost people assembiefor their marketplace; thegid
not sell in shopping centres. They distrilwutkeir products, whether in thebandaor carrying
those prducts around. Some of thdachinga acied like channels of distribution for large
companies and they coopemdteonflict, and competkwith other channel members wheere
also working for different compani@s other competitors.
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Generally, the ways Maamgas acd and make decisions when they perfedselling function

made them to be institutions by themselves. This means, the same indipldumaed made
decisions and implements at the same time. Tasn line with other authors, such ;as
Schollhamme and Kuriloff (1979) who also observed that street vendors as owner managers
participatel in all aspects of managing a business (Reijonen, 2008)MB&lcingaalso worled

for themselves and they possssshe products like the middlemen as such thegk risks
(Moon, 2010).

The behaviour oMachingasand their customensad brought another type of exchange where
buyers and sellersould meet and do marketing exchange. It might not be necessary for some
customers to go through the whole decision procesh a8 searching for information and
evaluating the different alternatives. This has led to increased number of vendors in the streets,
entertainment centres and workplaces. By this behaviour, the micro, small, and informal
enterprises gw because this baliour provided simple paths for everyone wheaswilling to

enter into small and micro business sectorivieg an opportunity for entrepreneurs to come out
with innovations as well as creating employment.

The practices and behaviours of the Machihngha n i nf |l uence on owaher so
because by accepting to buy fraviachingasthey could also buy without taking time to think

about the place and time to do shopping. Moreover, by choice and execution of the strategies
they had been using tdacilitate exchange, thdyad impacted the society. People némew that

they could shop anywhere, and theydd 06 t have to go to hadhatso f or ma
resulted in constructing another segment of shopping which continues to gain populasty in th
country.

8.0Conclusion

This study has foundut that the marketing behaviour of micro businessas different from
other small businesses and large ones. It also fouhthat street vendoyrstandalone during
the facilitation of exchangdahey neded to make quick decision and be independent during
selling moments.

8.1Machingas Marketing Behaviour
From Machingadés activities, this study ident
businessebad, namely, instant and reactive, bargainingl aarambling behaviour.

1 Instant and Reactive
Chasing after customehsd brought out an instant behaviour. Thiasan addition of behaviour
explained by other authors such &chollhammer and Kuriloff (1979) as well as Reijonen
(2008) about the singker sonds participati on twereapattofs egmer
business.

1 Bargaining
The Machingaengagd in bargaining in many instances during their operations. $taiged
when theywere looking for places to display and sell their produciee most substantial
bargaining functiorwas carried out during the pricing of the product. Thiég¢ quick and fast
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calculations; they determideprofits, loss, and consequences of the profits to customers and their
firms.

1 Scrambling for customers
The Machinga also scrambl@ to get customers. They belielghat without chasing after
customers, thewould notcope with the stiff competition in the market.

9.0 Theoretical Implication

The use of the Marketing Theory as introduced by Hunt (1983), whfctede¢he marketing as a
process of facilitating exchandped contributed by adding value to small business literature. By
this theory, it was possible to design models which exgthimcro businesses behaviour.

10.0Policy Implications

The output of his study has the potential of being usedpbjicymakers to know how best to
address streat e n d meeds guch as identifying a conducive environment for their businesses.
Moreover, the Machingas requirenore skills and exposure to their business ua#ergs.
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Abstract : The steet vending business is a crucial sector for the growth of the livelihaodsif

poor people in Tanzani a. This study ai med at
done concerningfactors affectings t r e e t vendi ng Dbaritcdllyn edesv@dd T hi
articles related to the street vending business in Tanzania. A total of 15 academic articles were
generated from Google scholar and analyzed using content analysis. This studyubthret

the existing literature focused on five main themedudeg challenges facing street vending
business, skills & technology, soewlltural, law/regulation & policies, and urbanization.
Although the existing literature has pointed out multiple challenges affecting street vendors, if
street vendorswere given business skills and support from the government, theyld
contribute significantly to economic growth. This stumhntributed to new knowledge by
proposing various strategies on how to improve the street vending busifesgroposed
strategies includeestablishing clear policy and guidelines for street business, a collaborative
mechanism to manage the street vendors, and enhancing street vendors' training for their growth
and sustainability.

Keywords Street Vending Business, Street Vendbasizania
1.0Introduction

Street vendings defined asncomegenerating activities whereby individuals sell th@ioducts

along streets and pavements to passing pedestrians and motorists (AbagissahZORG)n of
business is vergomplex andnvolvesintegrated service systems of srstlale enterprisedt is
oftenseen aiformal and sometimes illegal. Vending business occurs in every economy and has
existed over a long period (Jhabavala, 208Meet vending in its multiple forms reveals itself
primaiily in subsistence market${raldo, Garcialello & Rayburn, 2020). Street vending is
entrepreneurship for the minor and marginalized group in the society; those involved in the
business are often persecuted, oppressed, or victinfEleowmik, 2010).

Globally, it is estimated that in the 200Gbke informal sector accounted for 18% of the
organization's economy for economic-@geration and development countries (OECD), 41% in
developing countries, and 55% of S8hharan African GDP. 80% of the totabour force in
developing countriesvere engaged in informal businesses (Bank, 2014). The sector supported
50% to 75% of employment opportunities in the same year andéB0%oof total GNP in Sub
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Saharan Africa countries (Sparks & Barnett, 2010). The mostoontype of informal trading
prevalent in most developing countries is street vending (Mramba, 2015).

The rapid growth of street vending business in-Sdtharan Africa can be traced baokthe

1990s. Unemployment in the formal sec&iggnatiorin theagriculture sector, the decéin the

foreign investment levels, and poor performance in the manufacturing industry are reported to be
among the critical factors for the growth of street vending business irS&wran Africa
(Bryceson, 2004). Other remss,include migration, urbanization, macroeconomic developments

are citedas a result of structural adjustment and economic crises (Skinner, 2010). The highest
level of unemployment and low level of productivity in the agriculture sector has forced many
youths in developing countries to migrate to urban areas looking for alternative ways to sustain
themselves, emdg up engaging in informal businesses (Aryeetey, 2008).developing
countries, street vending business is crucial for the economy andehledod of the poor and

the less educated people (Mrandbal.,2015). Most developing countries depend on this sector
as a primary employment generator to many people compared to the formal(ldetsirom,

2012).

Like any other developing countryafzania is one of the countries that depend on the informal
sector for economic development. The evidence that the informal sector supports 48% of
Tanzani® gconomy (Maliyamkoneet al., 2012), and about 1.2 million people in 2011 were
working in the infomal sector (Mugoya, 2012). Apart from generating employment for a
significant population, this sector acts as a shock absorber in supporting the livelihoods of most
people in Tanzania (Lyons & Msoka, 2007). It is estimated that over-28% of the Dar es
Salaam population depends on street vending business for themselves & their famgi@s3)).

The informal sector (inclidgst r eet vending business) al so
GDP and produces up to 70% of the total products consumed bydhnepeople (Mramba,
2015). Dar es Salaam as one of the largest and most significant commeegah dittnzania

was reported to have 700,000 street vendors in 2Q8®ns & Msoka, 201Q)During that
particular yearthecityd total population was abo@t800,000 people (Lyons, Brown, & Msoka,
2014). The number grew to over 1 million in 2014 (Mramba, 2015). This figure might have gone
high since in the country, therewereno current statistical data on street vendors. This form of
business in Tanzaniaah been accelerated by limited employment opportunities in the formal
sector, the rapid growth of cities, and the increase in micro entergfispp, 1997; Brown,

2006)

Despite the importance of street vendors, the sector has challenges in thieiddgyactivities
because the community sees them as less edutessdkilled, lowincome earners, angkople

who failed to secure job offers in the formal sector (Mrandbal.,2015). They haveeenfacing
evictions and harassment from the city autiesj have unstable security, and have limited
access to capital (Wongtada, 2014). Most street vendors are constrained by the unclear judicial
system, little financial stabilityunclear operational environment, and policies that guide and
protect them (Saa, 2011; Onyango, Olima, & Onyango, 2012; Lyons, Brown, & Msoka, 2014).
The street vending business is seen as an illegal business with no judicial status, no formal
processes to guide its operatioBfreet vendorsindertake their activities outside theundaries

of existing laws and regulations (Steiler, 2018). Most street vendors are working long and in
unhealthy and unsafe areas (Onyango, Olima, & Onyango, 2012). The majotfity sifeet
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vendors work with the fear of being jailed or fined by thealggovernment authorities; hence
sometimes, they are forced to use part of their daily sales to bribe the local authonteds=to
themcontinue doing their business (Bhowmik, 2005).

Although the street vending business contribyiesitively to the ecoomic development of
Tanzania, its potential has yet to be appreciated and acknowledged by the local government
authorities. Generally, geet vendors have been getting limited support from the government
The 1970s and early 1986gperienced amushroomig of street vendors in Tanzania (Msoka &
Ackson, 2017). Before the 1980ie government announced petty trading business to be an
illegal form of business (Lyons & Msoka, 2010). In 1988least the government tried to show

its support towards street \@ors by introducing thélumanResourceDeploymentAct No.???

that granted street vendors an opportunity to sell their products by displaying their merchandise
on the ground and along the road (Nyirenda & Msoka, 2019). In the same years, the government
alsointroduced theN g u v u liderse to give street vendors some legitimacy to conduct their
business without any interference from the government authorities and to combat unemployment.
In 1993the Nguvukazd | i cense was abol iosgthreraurban mgecatgont h e
grew significantly, and the large cities such as Dar es Salaam could not accommodate all. That
action of canceling the hawking license worsened the practice of street vending business in
Tanzania. Street vendors continued to he&nstized, facing constant evictions and
confrontations from the local government authorities.

In 2004, Tanzania endorsed the Finance Act to allow business registration, but small businesses
were not covered (ILD, 2005). In the same year,Gogernmentintroduced theProperty and
Business Formalization Program (PBFB), which in Kiswahili known a¢$ i Mp a wag o
KurasimishaRasilimali na Biashara za wanyonge TanzanislKURABITA 0). The intention

was to legalize the informal micienterprises. In 2007, MKURABW's status failed to attain its
objective because till sawmicro-entrepreneurs as not genuine entrepreneurs. Therstare

traders were advised to participate in the manufacturing or work in a larger ensgidicdeal,

2013).

Although Tanzania lsathe SME policy of 2002 and that of 201fe existing policies do not

guide their operations as it is required. In the absence of afommillated policy to guide
vending what has been in place are the local government authorities' verbal statements to
conduct their operations. Still, unfortunately, these guidelines vary during each election cycle
(Msoka & Ackson, 2017). The guidelines to protect the rights of street vendors vary among
districts; each district in Tanzania has different arrangementsgutreet vendors. The ability

of street vendors to sell or not to sell depends on the willingness of political authorities at
municipal and national levels. Street vendors in Tanzania have a limited number of associations
that protect their rights, malgnthem more vulnerable to social injustices from the local
authorities.

Frequent evictions from the local government authorities have affected the lives of a thousand
vendingtraders. Most of them have lost their properties, products, lost operating dammugh

paying fines and stock confiscations, lost customers because of frequent relocations, and some
werejailed. In Tanzania, street vendors are affected by a lack of legal statusnallow them

to resist marginalization from the local govermand municipal councils. The authorities have
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poorly served them through the existing reforms. As a resinitet vendors have continuously
been exposed toonfrontations with statenachiney. The marginalization of street vendors in
the political sphers has pushed them further in the minds of politicians and policymakers.

Apart from all the challengeghe government of Tanzania saw the need to come up with
different initiatives to assist street vendors. In 20061& government decided to relocatest
vendors in particular budtip markets in peripheral locations to work correctly. Furthermore, the
Government introduced a BOT system (Build Operate Transfer) to help Mwanza vendors build
their stalls and usthemfor five years renfree (Michal, 2Q3). In 2016, theGovernment of
Tanzania constructed a marketplace called "mawasiliano” or "simu 2000" for small business
owners, including street vendors, to settle and conduct their bussnéssre(Nyirenda &
Msoka, 2019). Furthermore, throutite Dares SalaanCity Council, theGovernment built a six
storied building at Il ala Municipality named
a proper vending place to sell their products. Unfortunately, street vendors refused to work there,
claiming that they were forced to pay higher tax and the area was not easily reachable by
customersAs a result most street vendors had to go back toriearbystreets looking for
customers (Msoka & Ackson, 2017).

In 2018, the United Republic of Tanzania, Dohn Pomb&lagufuli, launched a comprehensive
national mechanism to assist ssdhle traders, including street vendors, by allowing them to
trade formally through having special identity cards. The ID cards were used as their
identification to recognizéhem as official tradersTo be given those Idshey were required to
pay an annual fee of 20,000/= Tanzanian shiiMgith this move the government intended to
formalize their business but askingthem tospend at least small amount of tax. Despithe
governmeni efforts, the street vending businesstidl ignored andhasreceived little support
from the government (Mlinga & Wells, 2002). Suppilge the Government, through local
government authorities, is still neglecting it. In that casegttseasignificant likelihoodthat the
government is losing revenue that would haverealized by formalizing these informal
businesseslt was estimated that a total of 86 billioranzanianShillings would have been
collected by the government annuaiiythe government were able to formalize street vending
businesses (Mugoya, 2012).

Several studies assessed challenges facing street vending businesses in the context of Tanzania.
Studies including a work by Ogawa (2006), Lyons, Brown, and Msoka (201dmié (2015),
Godrich, Juma and Mfinanga (2018), Haule and Chille (2018), Nyirenda and Msoka (2019), and
Munishi and Casimir (2019 Most of these studies have focused on addressing various challenges
affecting street vendors in different regions. The diidiradings from these studies indicated

that street vendotsad beermgiven limited support from the municipal courscil he results noted

that the trend was attributed 8o lack of coordination among stakeholdettsus duplicating

efforts to assist thenCBE& TCRS, 2017). Lack ad policy thatwould guide and protect street
vending businesses, contradicting orders from the municipal msagod the district
commissiones are the challenges. Others noted were lack of business knowledge, attitudes from
custoners, shortage of funds, the informality of their business, limited support from financial
institutions andlack of training are some of the critical challengsat have beemffecing

street vendors in Tanzania (Nyirenda & Msoka, 2019)(Godrich, Jum&jfifanga, 2018;
Nyirenda & Msoka, 2019). This situation has brought constant conflicts between street vendors

103



The PanAfrican Journal of Business Management, Volume 5, issue2021

and local authorities (llona, 2018)The emaining studies, includinthat by Mrambaet al.

(2014), Mramba (2015a; 2015b), Mramba al., (2015), Mrambaet al., (2016), and Msuya
(2019), focusdon addressing issues related to skills and technology and how the two can assist
street vendors in their businesses. In their studies, they pointed out that street vendors need
business skills training sddt they can be able to perform their deyday activities. With

proper skills, they will use appropriate marketing strategies and sell products that customers
highly need. Despite these few studies, research addressing how to empower informal economic
workers is limited(Wongtada, 2014). The overall findings from the literature indicate that most

of the existing studies have highlight thechallenges affecting street venddmst ignored the

fact that there is a positive side to this type of busindsmretically, structuralism theory offers

a basis for the foundation for this study. The theory assumes that street vending's the
pervasiveness and potential growth for survival endeavor or the last option for poor people since
street vendors cannot bendfibm the formal business. The theory looks at street vending as a
necessitydriven informal activity that is increasingly unstable and insecure (Ladan & Williams,
2019). Despite the fact that the theory was able to shed some light on the origin ofaéhe stre
vending business, it remained silent on showing its positive Sligrefore, this studfocused

on analyzing theextent to which researchers hamentified the positive side of the street
vending business in Tanzania based on the published acaderksc wo

This study is important because the street vending business is the fastest growing business in
low-income countries (Mrambet al.,2015). Therefore, it is a wake call for Tanzania to start
developing strategies to support street vendors. In Tigmzgouth are still migrating from the

rural areas to urban areas looking for ways to sustain their lives, and street vending business is
one of their priority. Hence, ignoring the role of street vending business will not do any good to
the governmenbeause,since the 2019 unemployment rate in the couh&ty reachedl.91%,

the youth unemployment rate is 3.43% (Pletcher, 2020a: 2020b). Since most street vendors in
Tanzania are youth between the age of 18 to 35 (Mraak, 2014), this sector can beed as

an alternative way to reduce the unemployment rate in the country.

Businesses are used as a source of income to poor people in Tanzania (Steiler, 2018). the
collected revenue can be used to offset the economy during challenging economic situations
(Steiler, 2018) and offer goods at a low price (Wongtada, 2014). The street vendors' business
should not be ignored since the number of advantages in Tanzania is expected to grow because
of limited employment opportunities in the formal sector (Lyons &kés 2010). Furthermore,

the findings of this study will add value to the existing literature since there are limited studies
that have been done to analyze all street vending bussméspublished works in Tanzania.
Studies that assessed the positide sif the street vending business in Tanzania are also lacking.

Also, the findingsof this study can be used to assist policymakers in making sure that they come
up with a clear and comprehensive policy specifically for street vending business siiearthis

of business is unigue and differs from the formal se&imally, the findings of this work can be

used by the local government authorities to make sure that they develop a uniform strategy to
handle street vendors because having different stratégien district to district or from one
region to the other makes things worse. Street vendors need to know that local government
authorities are not their enemy but orgémwatch their back. Since citibsive beemevelopng

in every part of Tanzaniahe street vending business will continue to be prevalent. A review and
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analysis of the street vending business in Tanzania published in academic journals would benefit
practitioners, scholars, and other interested readers by providing them with a ckratauntling
of the nature, characteristics, and challenges affecting street vendors in the country.

Previous studies have highlighted the challenges, prospects, and implications of street vendors.
Literature believed that the findings of this study wogikke a comprehensive observation and
discussion in the area of the street vending business, apartph@rding answes to the
research question of the researchpgrsviously done concerning street vending business in
Tanzania This study will give a critical review of the previous studies on the street vending
businesses in Tanzania and the assessment as to whaheaxtthe existing published research
works highlighted the positive side of the street vending businEss will be the contribution

of this study to academia as well as the industry.

2.0Literature Review

2.1 Street Vending Business

Street vending business is an informal type of business whereby street vaibihiesir goods
and services in public places without having a permandotadfouilt-up area (Bhowmik, 2005;
Monte & de Silva, 2013). The street vending business is also seen as@nmoal commercial
activity that depends on access to public space for trading (Lyons & Msoka, 2010).

2.1.1Street Vendor

High and midincome earners are usinghe terminology aunderemployed to imply street
vendors. Still, they don't refdo themselves as underemployed bather see themselves as
working long hours and unprivileged due to limited access to fundswéodconduct their
activities in unsecured environments (Vargas, 2013). Street vendors are sometimes called
hawkers, peddlers, or street tr aMaehinga'Stréeh Tanz
vendors usually sell different products ranging from fruits, drinking watethes, and office
electronic appliances. Some street vendors are mobile (moving from one street to the other or
from one location to the other), and others display their products adjacent to the roads or nearby
shops. Some hang their products over thisswiences, parked cars, and along the str€thers

carry their products in their hands, shoulders while others display their products in the tables,
baskets, wheelbarrows, bicycles, and buckets.

2.2 Theoretical Literature

The structuralist theory isne of the theories explaining the foundation of the street vending
business. This theory is also known as blackket theory, the world systems theory, the
underground theory, or the Portes theory, as highlighted by Rakowski (1994). Moser, Castells,
and Portes proposed the theory between the late 1970s to 1980s. It focused on addressing the
modes of production in the capitalist system. The theory assumes that street vending is the only
survival practice conducted out of economic necessity as a last dptidme absence of
alternative means of livelihood. In this theory, entrepreneurship is direct by the advent-of a de
regulated open world economy. Street vendors are therefore seen as an unwilling and
disadvantaged group in an exploitative global econ@ystem. This vending business sector is
highly insecure, unstable, takes longer working hours, has poor working conditions, lacks legal
or social policies, has limited access to financial resources, and has minimal bargaining power.
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Although this theory ks down the foundation of the street vending business, the theory
remained silent because currently, the world is moving towards technology. Many street vending
businessmen/women have their markets on digital platforms such as Instagram and Facebook.
Therdore, the assumption that the street vending business is the last option to sustain itself may
be out of time. The theory was selected because it initially shows that the street vending business
seems to be the only option when individuals engage in eetregprial activities.

2.3Empirical Literature Review

2.3.1ChallengesAffecting Street Vendors

Several studies include a work by Godrich, Juma, and Mfinanga (2018), Nyirenda and Msoka
(2019), Munishi and Casmir (2019), have addrdsshallenges affectingtreet vendors in
various regions. For example, Godrich, Juma, and Mfinanga (2018) examined how food vendors
complywith the regulations given by tidunicipal Council in DodomaThis was a mixed study

that employed both qualitative and quantitative el@sieThe study followed a cressctional
research design andged on the findings from documentary reviews and interviews from 200
street vendors. It was fourndit that street vendors have failed to follow regulations because of a
shortage of food storagfacilities, limited knowledge on how to adapt to the rules, attitudes from
customers, little capital, and informality of their businesses.

Nyirenda and Msoka (2019) examined how the reallocation of street vendtirs Ubungo
Municipality has affectetheir welfare.A qualitative study whereby thematic analysis was used

to analyze the generated data from the interviews and field observation. Sixteen respondents
were included in the studykindings from indepth interviews, focus group discussion and
paticipant observation revealed that street vendors had been affected by the eviction exercise.
They have been receiving contradicting orders from the municipal mayor and the district council;
This situation raised disturbances and chaos antlogry but they were more affected by the

lack of comprehensive policy to guide their business operations. Street vendors have been
receiving verbal guidelines from the municipal councils henceingathem vulnerable to
municipal police.

Munishi and Casmir (2019) exaned issues related to capital inadequatyong 100vendorsin
Morogoro Municipality and howthis affects street vending businessThe study employed a
gualitative approach whereby five respondents were selected for focused group discussions, and
100 vendors were involved in an interview. Results from content analgaisded out that the

street vending businessas affected by a lack of knowledge regarding financial institutions,
limited capital, lack of business skills, and trainiiige study revealethatvendors also ladd

support from national and international levels to assist thencohduct their business
effectively. Therefore, vendomere not aware of what to do to secure creditsm financial
institutions.

Additionally, the study reveal thatthey fear bureaucratic procedures involved in receiving
capital; hence thewereforced to seek money from other exploitative sources. Due to ak the
challenges, street venddrave beerfiorced to engage in other activities to raise capital. Saime
them decide to avoid spending money unnecessarily so that they can invest it in their business.
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2.4Law, Regulations and Policies and Street Vending Business

Researchers such;adichal (2013), Msoka (2014), and Steiler (2018) havediholicies ad
street vending business in Tanzania. Michal (20a@gstigate the potential of the proposed
legal system to empower michusinesses in Tanzanihe researcher employed a qualitative
approach by reviewing relevant literature between 2007 to Zidence from various policies
and legislation has indicated that formalizatp@rse does not guarantee the protection of micro
businessesHowever the legal laws and clear guidelines can guarantee security to-micro
businesses. Although developing cleagulations and policies is complewith political will

and legal system can be created to protect the rights of-tmisioessren by making thenwork
effectively and efficiently.

Msoka (2014) examines how the doing business reforms have impacted thembérprises of

the poor in Arusha, Mbeya, Morogoro, Mwanza, and Dar es Salaam. It was revealed that the
policy has shown that there was a significant impact on street vending business in the mentioned
regions. Yet, the policy did not provide a clear gi@line on how street vendors shouatthduct

their businesseis the country, forimg them to continue moving from one region to another and
from one street to another.

Steiler (2018), on the other hand, assessed how political changes had changecefiteotdime
informal sector. Previous studies reported that the value of the informal sector had not given
priorities, and MKURABITA reformsadmittedthat the informal sectowas not part of the
formal economy; hence it lacked the legal power to proteststendors.

Additionally, the existing laws and Hgws do not work in favarr of street vendors. This implies

that the main source of street vendors' challenge is the absence of legal laws to guide them
through. Formalization of their business seemset@ Isevere issue that hinders their-ttaglay
activities If formalized they will be in a position to work in a proper vending place. This will
somehow help the local government authorities to start collecting tax from them more efficiently,
and in the Bd, their contribution can be appreciated and recognized. The government needs to
develop laws that will offer a clear guideline on how street vendors should be treated by the
financial institutions and the local government authorities. The policyshglye a friendly
environment for them to work without any interference from the municipal or local government
authorites

2.5Social Cultural Issues and Street Vending Business

Some of the existing literatubess linked sociakultural issues to street vand business. Ogawa
(2006) is one among researchers who tried to link the role of social networking via a system
c al Imalikaulibt r ansl|l ated | oosely i n Enandlinkechitwighs A s e
the street vending business in Mwanza. Isviaundout that mali kauli is a creative credit
transaction that street vendors use. Thromgh kauli street, vendors were able to conduct their
business on credit. This was a brilliant idea because street vendors are usually affected by limited
capital In the same line of research, Katrijn (2016) examined the role of friendships in assisting
street traders in Tanzania. The findings reported that street traders had their friends back when
they needed help in their businesses. They have received magpaltsitom their friends, which

acted as a catalyst for them to continue their daily activities. This implies that street vendors can
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perform their daily activities viassistancéom friends as long as there is trust between friends.
Therefore, the govament needs to make sure that it develpmper mechanisms to support
them. Trust and support from the local and municipal authorities are needed to show appreciation
because the sector offers employment to a significant population among youth in Tanzania

2.6 Urbanization and Street Vending Business

Haule and Chille (2018) established a link between the changing nature and character of street
vending business with spatial variation within the urban andupbean areas. Researchers'
interviewed 100 streéezendors found ahe following places in Dar Es Salaam Tanzdfimara
Temboni, MbeziMwisho, Kibamba, Kiluvya, Kibaha, Kwa Mathias, Korogwe, Visiga, and
Mlandizi. The study employed a mixed research design whereby ten people were interviewed,
and 100 wez given a survey. Evidence from descriptive and grounded thexegled that some
products dominatemore in urban areas than in parban areas. It was further reported that
there is a negative relationship between urbanization and the types of gibdsy sireet
vendors. Since it is known that most of the street vendors come from rurgl areasould
expect to see them selling agricultural products. Still, findings proved otheffhsestudy
revealedthat most of the products sold by street vendeese not agricultural productsAnd

those they come from other regions apart from the study areas.

Additionally, the study concluded a close link between urbanization and the products sold by
street vendors. Another survey by Haule (2019) examined thgorship between human
population mobility and urbanization among street vendors ceh@rdocated along Morogoro
road.Results from descriptive statistics indicated thatmobility of street vendors is influenced

by business opportunities availabin the largest cities such as Dar es Salaam, Kilimanjaro,
Morogoro, Mbeya, and Coast. Most youths are motivated to travel to the largest cities because
they are hubs for commercial activities.

The overall findings from these studies show a positivatioglship between urbanization and
street vending business because many youths are migrating evdrgrdayralto urban areas
searching for business opportunities leaving older people in rural areas participating in
agricultural activities. The literate revealed that most of the youths between the agestbe18

30s migrate to townsSince80% of the Tanzanian economy depends on agricuituesefore,

the government needs to develop mechanisms to ecsuniceete economic opportunitiesrural
areas.The retention of youth in rural areas helps utilize opportunities available in their regions
without migrating to towns.

2.7 Skills, Technology and Street Vending Business

Some of the studies, includinigatby Mrambaet al., (2014), Mramba (2015a; 201pMramba

et al.,, (2015), Mrambeet al., (2016), and Msuya (2019aveaddressd issues related to skills

and technology and how the two can assist street vendors in their busiftmseskably,

studies by Mramba (2014), Mramled al., (2015), Mramba (@15a) have examined the role of
technology in assisting street vending business operations. The study recommended that mobile
phone technology should be used to help street vendors in their daily activities. However, mobile
phone usage among street vendmrsninimal. They ue their mobile phones mainlyor
paymentseffected through mobile phone transactions such asPeb&, Tigo Pesa, Airtel
Money, andotherbusiness communicatisiiMrambaet al.2015a; 2015b)This limited usageof
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mobile phones in busass hagesulted from limited business skills, lack of capital, lack of
education, and weak support systems from the local government authorities (Meamba
al.,2015a; Mrambat al.2016). Hence, they are required to use mobile phone technology such as
cudgomerclient matchmaking and record keeping. The use of technology can assist street
vendors in developing proper marketing strategies to market their products quickly. The existing
marketing strategies used by street vendors are weak, and almost afinotigh similar
techniques to attract customers (Mramgbal.,2015b).

The decision to use inadequate stratepesresulted from limited marketing skillsndlimited

ability to sell the desired products by customers. Street vendors are also affedi@atelly
development skills, ignorance, lack of resources, and limited development programs (Msuya,
2019). Mramba (2015a) saw a need to develop a model to help street vendors to perform their
work comfortably. It was advised that street vendors performGinernment of Tanzanias
essential to create supportive policies, laws, and regulations protecting the rights of street
vendors. The issue of informality and illegality of their businesses needs to be handled because
the income generated from the streehding business helps to reduce the poverty level in the
country.

3.0Methodology

This was a desk review study whereby published academic articles in the area of street
vending business in Tanzania were identified and gathered from Google Scholde Sadugar

was selected because it is one of the largest and most popular online databases and search
engines (Buhalis & Law, 2008). To achieve the objective of giving a comprehensive analysis of
the existing street vending studies in Tanzania, the keywofdhe street vending business,
hawker, peddler, and Tanzania were used to search for the most relevant articles since these
keywordswere the study subject and contexts. Furthermore, references cited in the published
reports were traced to evaluate th@levance in the study. Each of the identified journals was
carefully read through by two researchers to assess their inclusion. The decision to include an
article in the analysis was based on the joint agreement between two researchers, taking into
accaint the relevance of the articles to the themes of the study. This study focused on analyzing
full-length published articles in academic journals, mainly in the area of the street vending
business. Conferences proceeding articles, book reviews, abswditts, prefaces, internet
columns, and conference reports were not included in the study because of their limited, if any,
contributions to existing knowledge (Jang & Park, 2011).

The initial search contributed to 75 articles, but after reading adirtietes twice, the last search
ended up with 15 relevant articles used in the analysis. Published articles in the area of street
vending businesses in Tanzania, irrespective of their year of publication, were included in the
study. After getting the finalist of articles, analyses were done using content analysis. The
content analysis tool was selected because it is a flexible method for analyzing text data
(Cavanagh, 1997). The methagsused for replicable and valid inferences from the collected
data b provide knowledge, new insights, and representation of facts, and a practical guide to
action (Krippendorff, 1980). This method has been used extensively in different fields of study,
and its use has been extensively increased (Neundorf, 2002).
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Before the analysis, published articles were divided into five main streams: challenges facing
street vendors, skills and technology, soecidtural issues, law, regulations & policies, and
urbanization. The five streams developed research themes for the stuelysure the accuracy

and objectivity of the study, two researchers independently reviewed all 15 articles and assigned
them to the five research themes. Seven articles addressed challenges affecting street vendors, 5
addressed issues related to laws, lagns & policies concerning street vendoiBwo studies
concentrated on soctalltural matters concerning street vending busin@$see of them
addressed issues related to skills & technology related to the street vending business.

In contrast, 2 othe articles linked issues of urbanization with street vending business. Studies
discussed street vending business might highlight more than one theme, then that study was
assigned into two themes. The findings of the classification from two researchersher
crosscompared to ensure consistency. Cromsiparison was done to avoid personal judgment
and biasness. Finally, 15 articles were analyzed manually since they werApeendix 1
highlights the details of all the published articles in all of fike themes. In the subsequent
section, the literature review is presented.

4.0Discussion of Findings and Implications of the Study

4.1 Challenges facing street vendors

Street vendors in Tanzania are hard workers, but their daily activities are mor@edngthose
working in the formal sector. Their business is affected by a lack ofugtarapital, collaterals,
training, education, informality, and a lack of solid street vending associations. Furthermore,
they are also affected by a lack of suppeodnf the government. Lack of support from the
government is also another core issue of concern to street vendors in Tanzania. So far, the
government has showrimited supportin helping street vendarsThis support from the
government maype caused by thedt that it is difficult to predict the exact incofgenerating

activity from this business (Mramba, 2015b). Thus, the street vendors are neglected. The
government sees street vendors as traders who don't pay taxes, but if the proper mecpanism is

in place the government will get revenue from this business. The government can establish a
minimum fee (tax) for vendors to be granted a business license. The collected revenue can be
used to build markets, hire security, andehiteaning services. This stegy was used in
Cambodia to ensure that their street vendeese well-taken care of (Kusakabe, 2006).
Additionally, since street vendors face challenigeaccesig loans the government can advise
financial institutions to develop loan packages withsmnable interest to assist them. This will

help street vendors to plan how to expand their businesses.

Informality is another key issue affecting street vending business in TanZdmig, street
vendors have been facing constant eviction from the npaticouncil to the point of losing

their properties. If their businessgsreformalized, street vendorgould have beeable to work
comfortably in a friendly environment. However, Michal (2013) thought that formalization per
se would notaddressll the challenges affecting them in other things, such as having a precise
legal mechanism that will handle most of the issues. Having a legal mechanism implies that the
formalization of street vending businesses will help them to be recognized by the authorities
once they are identified, they will be willing to air out their issues to the authorities if mistreated.
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The limited number of street vendor associations fighting for the rights and protecting the
traders' interestavads another most significant chatige to vendors. Lack of official
associations hinded street vendorfrom having a supporting system that meets their needs and
desires. As a resulmunicipal councils have grabbed that opportunity andi tise situation to

their advantage. Constant etions and harassment from the municipal policere a clear
example of the extent to which they were abused. Other countries such as India and South Africa
have strong street vending associations that help tramléwsk for markets for their products.

Train them on storing their products, developing marketing strategies, offering business licenses,
and ensuring security in their businesses (Chen, 2001; Ray, 2014).

4.2 Urbanization

As was pointed out in the literature; urbanization is a root cause tifeafiroblems affecting
street vendors in Tanzania. Researchepsrtedthat street vending business is an urban activity
(Haule & Chille, 2018). Thimaswhy most youths migrate from rural areas to qaeban. The
decision to move to these cities dependghe existing business opportunities and the increase
in the number of customers (Haule, 2019). Although urbanization has influenced business
growth, it has negatively affected the agriculture sector (Haule & Chille, 2018). s'ovetie
migrating to urba areas looking for a faster solution to improve their wellbeing. This finding
implied that the governmenneead to make sure that theravere equal development
opportunities in all the regions, reducing youth, runddan migration (Haule, 2019). Stilk i
would also act as a motivating factor for youth to remain in their regions and participate in
agriculture activities.

4.3Law, Regulations, and policies

Unclear law, regulation, and polieyereother critical areas affecting the street vending business

in Tanzania. Uncoordinated laws and policies afféec t r e e t vendorsoé wel fa
(Nyirenda & Msoka, 2019). Having clear laws and polidiefped the government to formalize
procedures on how the business should be conducted. This will helpgave authorities to

have unified bylaw in each of the municipal council and the jurisdiction of each distaitto

be known so that street vendasuld receive fair treatment. Furthermore, it was advised that
street vendors should be involved in ireparations of laws governing entrepreneurs (Nyirenda

& Msoka, 2019) . St r ewould helpeto ddjust ghé existmg policy sme n t
accommodate the changes tiaite compatible with the informal sector. A modified policy

would acknowledge the cambution of this sector. Hence the government can establish proper
ways of handling street vending business.

4.4 Skills and technology

Limited business skillavas also another challenge to street vendors Mramtbal. (2015a;
2015b), Mrambeaet al. (2016) Munir and Casmir (2019), and Msuya (2019). Limited skibd
forced them to use poor marketing strategies hencéndatlbb attract more customers.
Furthermore, street vendongere also failing to follow regulations and use modern technology
because of &ack of skills. Therefore, the government needs to instruct the Ministgudation
Science and Technologycational to introduce entrepreneurship courses at the primarystevel
asto get explicit knowledge regarding miebaisinesses at a very youmge. Also, kids at
schools should be trained in ICT as one of the core courses because, wipled@GEwould be
able to design proper marketing strategies and sell products demanded by customers.
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4.5 Sociocultural issues

The literature has pointed that the street vendohed used different strategies to boost their
businesses and benali kauli." This creative strategy was helpful to them sinoeds difficult

for them to access credits the financial institutions. Therefordghrough this systa, street
vendors were able to conduct business efficiently (Og&086) Since therewere many
financial institutions and special development funds given to poor people to sustain their small
businesses, street vendomuild now enjoy this opportunity ahcontinue doing their activities in

a relaxed manner. The only thing they resbddasto organize themselves in a small greapd

submit their business plan in the appropriate channel for financial supptite same line of
research, Katrijn (2016) reped that street traderssually had their friends' back when they
needed help in their business@ghenever they need moral support, they always go back to
their friends, whichhelpedthem go on with their daily activitieS herefore, the government
neeced to make sure that develogd proper mechanisms to support them. Trust and support
from the local and municipal authoritiegere needed to show appreciation because the sector
offers employment to a significant population among youth in TanZahedecision to provide
entrepreneurship special ID camlasa step further towards supporting and appreciating the role
played by the street vendors in Tanzania. The government needs to make sure that thely include
them in their development plans becaussy thould keep doing their job legally by paying the
appropriate tax as needed.

5.0Conclusion andL imitations of the Study

The focus of the current study whased orreviewing andanalyzing the academic articles on
the street vending business in Tanzailiae study analysed5 scholarly journals in the area of
the street vending businesshe study contributel to the existing literature distinctly. The
contribution answeed the research question "whhed researchers done concerning street
vending busines i n Tanzani a? 0 hadthmedpublisioed avtitlest focused toe n t
addressing the positive side of the street vending business? Practically, thisostcidgel that,

to a minor extentthe published work$iad addressed the positive side of theestrvending
business. The study findingsere shown in the results by Ogawa (2006), Mramba (2014),
Mramba (2015a; 2015b ), Mrambat al., (2016), and Katrijn (2016). Most of the existing
empirical workshad focused on addressing challenges affecting tsteredors.

Overall, the study fouretl outthat the local government authoritibad negativelyperceived

street vendorsThis was why street vendorsvere neglected and mistreated. Lack of a clear
policy to guide them has become an issue that affectdaitms of business. The government
needs to collaborate with street vendors through their associations to come up with a clear
guideline to support this business. Since most of the youths in the camggngaging in this
business, the governmealso needed to develop mechanisms to empower street vendors. One
technique would be to train them in introductory entrepreneurship courses astihishelp

them conduct their business wisely.

Several limitationsvereencountered by researchers in toeirseof conducting this study. First,

this was a desk review whereby academic journals published in the area of street vending
business in Tanzania were collected and analyzed and ignored those conducted outside Tanzania.
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Also, the analysis of the existing lisgure was done based on published academic journals and
excludel information from conferences proceeding articles, book reviews, abstracts, editor
prefaces, internet columns, and conference reports. Future studies Isnriltcluded them in

the analysidor more insights into the subject. Street vendors all over the waete almost
suffering from similar issue§ herefore it would havebeen better for future researchers to do a
comparative study to see the extent of the similarity.

Additionally, the @aalysis in this studyasbased on articles from Google scholather studies

should focus on different search engines such as EBSCOHOST, Emerald Insight, and science
direct. Also, content analysis was used to analyze the generated articles; therefi@estddies

can opt for quantitative methods to explore the generated articles.
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Appendix 1 Summary of the Reviewed Empirical Literatures onStreet Vending
BusinessStudies in Tanzania

Theme Aim/objective The focus of the | Main findings Author(s)
study
Factors hindering| Food vending Lack of compliance with Godrich,
effective business in food vendor regulations. Juma, &
enforcement of | Dodoma Factors hndering the Mfinanga
food vending Municipality enforcement of food vendor| (2018)
regulations in regulations including;
Dodoma shortage of food storage
Municipality facilities, lack of knowledge
on food vending regulations
attitudes of customers, and
shortage of funds and
informality of food vendors.
Street vendors | Street vendors in Street vendors operate in a| Mrambaet
Challenges| skills and Dar es salaam | challenging environment. | al. (2015b)
affecting strategies to They lack business skills
street improve their
vending operations
business How did Street vendors a] Contradicting orders from | Nyirenda
reallocation has | Ubungo the municipal mayor and th¢ and Msoka|
affected the Municipality district commissioner (2019)
welfare of steet regarding reallocation.
vendors
The situation led to chaos
and a lot of disturbance to
the vendors.
Lack of comprehensive
written natiaal policy to
manage the activities of
informal traders in Tanzanig
IS seen to be a significant
problem calling for
coordinated policies at the
municipal level.
The problem of | Street vendrs in | Street vendors are affected| Munishi
capital Morogoro by their lack of knowledge | and
inadequacy Municipality about financial institutions, | Casmir
among street financing procedures, (2019)
vendors business skills and training,

limited access to credit
institutions, and knowledge
in using them.
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Theme Aim/objective The focus of the | Main findings Author(s)
study
Vendors also lackedupport
from the national and
international levels necessa
for copng with inadequate
capital.
They are unaware of or
unwilling to consult financia
institutions due to fear of
bureaucratic procedures
involved in acquiring capital
Limitations and | Street traders in | Street vendors are restraing Mrambaet
types of work Dar es salaam | by unreliable business al. (2016)
undertaken by information, weak business
street strategies, limited access to
traders capital, lack of education,
and inadeqate support from
the authorities.
To investigate Street vendors in Ignorance, perceived cost, | Msuya
strategies of skill§ Tanzania lack of resources, and lack ( (2019)
development to business skills, and lack of
micro-businesses training, ae the main issues
affecting the development o
micro-businesses.
Law, How normatively | Street vendors in MKURABITA reform Steiler
Regulation | and politically Tarzania agenda presents informal | (2018)
s & charged concept street trade as a business tk
Policies of the informal Is not compatible with a
economy modern economy and legal
continues to steer system
policies towards Laws and bylaws fail to
urban street trade recognize the contribution o
street trading as an income
generating activity.
How the StreetvendorsinThe o0t he doi 1 Lyons,
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Theme Aim/objective The focus of the | Main findings Author(s)
study
606 Doi ng B|Arusha, Mbeya, | reform®indicate an impact | Brown, &
reforms have Morogoro, on the performance of micr¢ Msoka
impacted Mwanza and Dal enterprises, specificgllon (2014)
the micre es salaam street vendors in Tanzania.
enterprises of the
poor.
The study Street vendors i Tanzanian government Mramba
proposed Tanzania should develop supportive | (2015a)
regulations to policies, laws, regulations
guide street that addresdhe street
vending business vending business.
operations.
How did the Street vendors a| Uncoordinated policies at th Nyirenda
reallocation has | Ubungo municipal level adversely | and Msoka|
affected the Municipality affect welfare. (2019)
welfare of street
vendors Clear directives and policy
guidelines are required to
avoid confusion among stre
vendors in different
municipalities.
Investigates the | Street vendors il Formalization is not the only Michal
potential of Tanzania thing that is needed to solve (2013
proposed legal street vending challenges.
empowerment The governments should
reforms to increase the security of the
overcome barriers poor by making sure that
to micro-business regulations are fit for
formalization. purpose and accessible to
smallscale operators.
The role of social| Seconehand Mali kauli makes it possible| Ogawa
networks on the | clothes street for street vendors to acquirg (2006)
street vending vendors in goods on cretfrom the
business via Mwanza city middleman.
credit transaction
called mali kauli.
Socialt Examines the Street vendors in Friends do offer practical | Katrijn
Cultural roles of friendshipg Tanzania and moral support also offe| (2016)
issues in the lives of a sense of business directig
young street
traders
Assessment of | Street vendors i Low levels of business skill§ Mrambaet
street vendor's Dar es salaam | limit them from opting for | al. (2015b)

business

mobile phone technology.
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Theme Aim/objective The focus of the | Main findings Author(s)
study
activities, skills,
and strategies to
improve street
vendor's business
Skills & prospects
Technolog | Mobile phone Street vendors il 98% of street vendors use | Mramba
y usage patterns | Dar es salaam | mobile phones to (2014)
among street communicate with their
vendors family & friends, and very
few are using them for
business.
Explore the Street vendors i Marketing strategies used b Mramba
marketirg Dar es salaam | street vendors are weak an(¢ (2015b)
communication relatively similar.
strategies used by
street vendors The selection of marketing
strategies depends on costg
and business skills.
Wha technology | Street traders in | Technology innovations sug Mramba et
innovation Dar es salaam | as customeclient al. (2016)
possibilities are matchmaking and record
needed to keeping are needed to
improve the stree eliminate the challenges
vending business affectingstreet vendors.
Mobile phones can be used
to assist street vendors in
their daily activities.
To investigate Street vendors il Micro-businesses should bg Msuya
skills relevant to | Tanzania given elearning, pubc- (2019)
informal micro funded, or lowcost skills
businesses development schemes, usa
of psychological contracts,
contextualizing the skills
development programs.
Identify the Street vendors in The mobility of street Haule
existing patterns | Dar es salaam | vendors was positively (2019)

of population
mobility and,
based on the
characteriscs of
the migrants who
are street vendors

to uncover the

and the coastal
regions

influenced by the presence
business opportunities
enhanced by urban growth.

Most of the street vendors
are migrating to urban areas

and work in Dar es salaam.
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Theme Aim/objective The focus of the | Main findings Author(s)
study
existing
Urbanizati | relationships
on between human
population
mobility and the
pace of
urbanization.
Changing nature | Street vendors a| There is a negative Haule and
and character of | Kimara bus stop, relationship between Chille
street vending kimara Temboni,| urbanization and the types ¢ (2018)

with spatial
variation within
the urba and
periurban
settings.

MbeziMwisho,
Kibamba,
Kiluvya, Dar es
salaam, Kibaha,
Kwa Mathias,
Korogwe, Visiga
and Mlandizi.

goods soldy street vendors

Street vending is principally
an urban activity that limits
young men and women fron
farming.

Source: Literature ReviewW2020)
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Abstract: Technological adancement has been revolutionizing the way companies conduct
business in various industries around the world, particularly banking. The use of mobile phones
and the internet has increased the trend towachline banking in both developed and
developing contries. The adoption of online banking by consumers in developing countries,
though, has been slower than in developed countries. Beginning with a review of the literature
on the development and implementation of online banking in general and in deyeopntries

in specific, this papeanalyze Ghanadés efforts to speed up the
banking services in its banks and by its citizens. The findings eeltbat security concerns and

the challenges of carrying out individual trams@nswereproblematic to the average customer.
Customers repoed that slow transaction times, internet accessibility, and even online banking
operation difficultieswerefrustrating. The research findinggere of significance to developers

on online baking services with respect to planning and implementing online banking portals.
The results alsaverebeneficial for both practitioners and academics to give them a sense of the
depth, direction, and acceptance of online banking in this developing country.

Key Words: Online banking technology, Ghana, Consumer attitudes, Online banking adoption

1.0Introduction

Since the miell990, there has been a trend in the banking industry to useesélfe channels

such as online banking and mobile banking (PatdPaiel, 2018; Pikkarainen et al., 2004).
Electronic banking channels are playing an increasingly important role in the banking sector.
Online banking is a secured website system that creates an opportunity for customers to access
their bank accounts, concufinancial transactions, leverage other financial services and other
general banking services and products (Oertzen & Odekerken, ZDdl#)e banking can be
accessed via a personal computer or any other electronic communication mechanism (Biney,

2011). According to Essinger (1999), online banking provides clients access to their bank
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accounts through a website and allows them to make assessments of their financial reports while
observing strict security measures. The banking Industry all over the wadgressively using

online banking as an established approach for combining traditional banking and internet
technology.

Many developed nations like Australia United States, , Estonia and other countries in Western
Europe are successfully offering avdi banking to their customé8&athye, 1999)Kolodinsky et

al., (2004) Eriksson et al.(2005) Pikkarainen et al.(2004) and Gurau,(2002) Having seen

the major success and convenience among customers in developed countries, there are major
signs ofan increasing movement towards online banking acceptance by developing contries.
banking or the more popular name online banking services make it convenient for customers to
access their accourtisenty four hours a day and seven days a weaahkt satements, pay bills,

or even transfer fund8ecause it reduces costs and affords the financial institution access to
prompt and accurate customer diat@lows bank management ilmvest valuable resources such

as time and money in developing online bark features (Gerrard & Cunningham,2003).
Expanded competition in the banking sector and customers continued requests for online services
has motivated banks to furnish their amenities online (Southard & Siau,2004). The pace of
technological development fiademanded that banks modify their banking services delivery
systems significantly. Consequently, by the end of 2003, over 50% of the commercial banks in
the U.S. and Europe offered online banking services to their custorersgatdeaMurillo, et

al., 20D).

Research agendas for the African region regarding online banking has been(Gtarcte
support this assertion!ptudies on the adoption and implementation of internet banking (IB) in
many African countries are infrequent and thus a major gapderstanding the online banking
phenomena is deficient. Many African countries have no research articles on IB and Africa
continues to be the highly undexsearched continent in the area of information and
communication technology and information syssefibarika & Okoli, 2005)Therefore, there

is a need to close the gap in this research arba.study investigat the inclination of
customers to accept online banking as an alternative means of banking in a developing country.

The essential reason fthis researclwasto explore the proliferation and implementation of
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online banking in the suBaharan region of Ghana. The findings of this investigationld

provide insight into the dissemination and adoption of online research on the African continent
The main purpose of this stuayasto understand what drives customers adoption of the online
channel within the banking context. As such, the research questions presented in this study
asled a. whatwere the demographic and soeszonomic differencesdtween online banking
adaptors and neansers? b. whaivere the bank services preferred for online banking versus
traditional baking? c. whatverethe differences between online banking adaptors aneusers

in terms of bank selection criteria? d. whaere the reasons behind the slow pace of

implementation in Ghana?

To accomplish this goal, the authors conducted a comprehensive review of the literature along
with a quantitative analysis of data collected in Ghana. This pagtencbd different literature
streams and adds a different perspective relating to developing countries to the literature that
already exists. The findings will be useful for both practitioners and academics to give them a
sense of the depth, direction, and acceptance of online Igaimkihe developing country. This
studywould also furnish a theoretical and conceptual framework for future research studies in

this growing field of study (Humphrey, 2014).

2.0Literature Review

Research concerning online banking has been carrieth auany developed and developing
countries. Among the most prominent are: Australia (Herington & Weaven , 2007; Taiwan
(Chen, 1999), the UK (Boyes & Stone, 2003; Jayawardhena & Foley, 2000), South Africa
(Tsitsi, et al., 2016) Malaysia (Mohan et al., 2QI)land (Szopinski, 2016), India (Banu et al.,
2019), Turkey (Polatoglu & Ekin, 2001), Italy (Hasan, Maccario, & Zazzara, 2009), Finland
(Karjaluoto, Mattila, & Pento, 2002), Singapore (Liao & Cheung, 2002), Pakistan (Raza &Nida,
2013), Thailand (Prompathapakdee, 2009), Palestine (Salem, et al., 2019), Malacca (Ling, Lim,
Tan, & Huat, 2016), China (Mao et al., 2020) and Korea (Suh & Han, 2002). These research
studies have provided extensive insight connected with the physical structure and the consumer

psychology associated with consumers acceptance of online banking.
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In the presentlay business environment, the service industry is joining the modern global
economy by automating their transactiotisough the use of cuttingdge technological
applicatiors (Abualsauod & Othman, 2019). The spread of technology has created a faster, more
compl ex business environment that al most al/l
infrastructure is no different. It is very suitable for a variety of teclyicd adaptations. One of

the most popular modifications the banking industry has made is that of instituting online
banking to their service delivery system (Flavian, et.al., 2006). Internet bankiAgaokiag is

one of the technological applicationsathhas caused a major transformation in the banking
industry (Abualsauod & Othman, 2019). This electronic approach to transaction processing and
service delivery for its customers has had a substantial influence on how financial institutions
connect with astomers (Flavian, et.al., 2006). The level of independence approved for
customers and how they join thébanking process are the essential inputs to perceived service
quality (Akkucuk & Teuman, 2016). The resultant transformation-gereice provides kb

banks and customers some major benefits. These benefits include personalized services,
transaction security, speed of processing transactions and overall better service quality
(Abualsauod & Othman, 2019). Since banks are major players in developngant r y 6 s
economy, expanded use of electronic banking services has a positive influence on the economy.
It leads to lower prices of services that are not available with traditional distribution channels
(Szopinski, 2016). Banks can reach larger geograpleations which will significantly lower

their operating costs. These costs including handling fees, transaction costs, manpower and
overhead expenses will be automated and more efficiently administered with online electronic
banking (Salem, et al, 2019).

2.1 Competition

Another major reason for banks adopting electronic banking is competition. In the financial
sector competition has driven most opponents to acknowledge the importance of being capable
of going heado-head with similar electronic prodisc In this environment of increased
competition and intensifying, volatile customer demands, online banking will continue to be
important to customers primarily because it offeventy four hours a day and seven days a
week access, easy transactions aadbidance of lines at the physical bank (Oertzen &

Odekerken, 2019). The financial sector markets are changing rapidly.
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Essentially, banks have no choice but to offer online banking (Ong, et. al. 2017). In order to enter
new markets and hold on to custn® who are using information and communications
technology, banks have to provide services through Internet that are over and above what is
accessible through briegkndmortar channel of service distribution (Huang, 2017). The
international economy anddlcompetitive markets have driven banks to make great changes in
their operations (Danyali, 2018). Traditional banking services and transactions in the online
banking environment are substantially similar but operationally very different (Flavian, et.al,
2006). Getting consumers to use the transition can be a major learning and educational process.
While online banking can furnish consumers with a multitude of informaélated benefits

such as easy access, control over bank accounts at any time oa@myitplso can be scary for

those who are not familiar with online banking. Jansen and Leukfeldt (2016) explored factors
that may explain online banking fraud victimization. Several respondents reported having
insufficient knowledge and skills regarditite safety and security of online banking and finding

it difficult to assess to what extent protective measures help them to safeguard against fraudulent
attacks. Jansen and van Schaik (2018) concluded that online bank customers should have
confidence irthe efficacy of precautionary measures and in their own ability to actually perform

a measure. These are the two most important factors leading to precautionary online behavioral
intention. Moreover, both cognitive processes from Protection motivationyt(leMT) - threat

and coping appraisalare significant predictors of the intention to take precautionary measures.

In sum, our study suggests that customer's precautionary online behavior, ensuring a safer
onlinebanking experience, can be enhanced Wynhawledging these dimensions in security

education, training and awareness campaigns.

Customer satisfaction is a primary metric in the situation of online banking. Banks use different
approaches to personalize products and services to meet customdShektset.al, 2015).

Because the information can be personalized, it can help customers make better investment and
finance decisions (Loureiro, et al, 2014). The impactbfean ki ng on a customer o
importance but little is known aboutonh e banki ng user6s satisfacti
developing countries (Flavian, 2006). More than ever, in the banking industry, the consumers'

|l oyalty is vital while measuring customerso o
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to keepconsumers motivated and satisfied while doing transactions online. Hence, customer
satisfaction in online banking turn out to be more complicated and essential to retain loyal online
customers. (Ahmed, et al, 2020). One of the major issues relating tocthsion of online
banking into a bankodos service delivery system
approach to their banking activities. Cultural differences in technology acceptance can also have

an i mpact on whe onfine bankinga@mhob mer 6 s adopt

Researchers have discovered that the Hofstede concepts of individualism and collectivism are
cultural variables that can determine intentions and usage for online banking (Khan, et al, 2017).
Some cultures have immersed its popoladiinto living by very traditional ways of life that are
difficult to change. Other cultures are much more open and want to follow the edtiegdeas

and participate in a modern world of technology. People who believe in individualistic attributes
will be more independent in their decision making and probably more amenable to participating
in contemporary online bankingOthers who live by collectivist ideas, may continue to adhere

to the traditional banking approaches because their culture has pdbthetnotion of tradition

as the best way to do business in the contemporary world of thee@tury. Tradition provides
safety and comfort, no risk involved. As such people in this category would want to retain
traditional banking methods rather thanlioe banking (Khan, et al., 2017).

2.1 Conceptual Framework: Online Banking Adoption, Acceptance and Hypothesis

Continual technological change has created threats to established business models yet
simultaneously offering opportunities for innovativensce offerings, With the advanced and
dynamic growth of technologies the speed at which consumers are accepting these technologies
depends on a number of factors such as avail
need, security etc. (Lai, 2017Mo motivate people to accept online banking and participate in the
services it offers, it may be necessary to simultaneously add entertainment or extra conveniences
such as digital wallet, real time interaction like video banking, ATMs integrated witht sma
phones and website customization for very easy use. Also, biometric services, and digital
currency can contribute to an increasing adoption of line banking (Dauda & Lee, 2015). One of
the most popular conceptual framework for understanding the redaipsn involved with

customers adopting online banking is the Technology Acceptance Model (TAM). This model is
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purposefully fashioned for modelng user 6s acceptance of infor
Waite and Harrison (2015) reviewed the theoretdmlelopment of knowledge in the area of

online banking research and specifically to critically assess the contribution of TAM as a key
model utilized in online banking research. The TAM model focuses on two major beliefs that are
universal to the online osumer worldnamely the perceived usefulness of the information

system (PU) and the perceived ease of use or (PEU). These two factors relate to how the
customer s wuse of a banking information syst.
Likewise, the term perceived ease of use denotes how uncomplicated the system will be to
operate or use (Lai, 2017).The Technology Acceptance Model (TAM) proposes that the
consumer 6s behavioral i ntention (i .e.agdoppdopt.
or not adopt online banking. The usefulness and perceived ease of use are critical factors
affecting the adoption of any online banking system. (Estrella & Perez, Zli&model went

through several iterations before it became an accepted modekXplaining technology
acceptance. Lai, 2017 created the TAM model with the security and design extensions which
expanded the utility of the model. Figure 1 below depicts the content of the TAM model. The
addition of two features, design and securityresepnt parts of the systems capabilities while the
perceived ease of use and perceived usefulness are the consumer behaviors that denote the
motivation for accepting and using the online technology (Lai, 2017). The fundamental element

for increasing consuen use is to initially increase consumer acceptance of the IT system.

|l denti fying the factors that influence oneos
satisfy customerd6s needs. Two maj or edtledTt or s t
system relate to the PU or perceived usefulness and the (PEOU) or perceived ease of use. TAM

is a theory that has evolved over time (Holden & Karsh, 2010).
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Design Perceived
Usefulness
ConsumersQ
— Intention to use
Security . N .
Perceived
Ease of Use

‘ Source: Simulus Theoretical FFamework ¢Lai, 2016 ‘

Figure 1: Theoretical Framework for Technological Acceptance Model

Figure 1 depicts #h relationship among the critical elements of the TAM model of consumer
online banking adoption. The two major factor
banking service delivery system relates to its usefulness with regards to their ialdbadking

needs and the ease of using the online banking service delivery system. As previously
menti oned, t wo major components design, and
accepting the online system. Consumers want a system that is aasjetstand, easy to use.

The design part of the TAM model focuses on this consumer desire. The security element is also
an absolute necessity for any consumer of online banloghome banking, Kiljan et.al (2016)
examined 80 banks worldwide on how thaythenticate their customers and how they
implemented communications security as well as the implemented authentication methods for
mobile banking at 66 banks. Sevefitye (75%) of the banks offer an authentication method that
relies on multiple factorfor home banking. The possible use of multiple factors was found in
59% of mobile applications and 25% of mobile sité#ile this TAM model is simple in its
architecture, the messaging and how it is madkes consumers is critical to their acceptance

and their adoptionKiljan et.al,2016) To make it all work properly, trust is a critical component.

Trust
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One of the important variables that is critical to successful online banking is trust. Some
customers do not trust online banking services. Facact lias been their total experience and

to do business online raises skepticism (Flavian, 2006). Yasin et al. (2020), investigated the role
of online brand community engagement (OBCE) and the perceived trust of brand community
page (BCP) as mediating varlas between customer online brand experience (COBE) and the
intention to forward online company generated content (CGC). The results support the positive
influence of COBE on intention to forward CGC, mediated by brand community engagement
BCE. This findng led to the conclusion that managers should focus continuously on customers'

experiences with online banking brands aiming at creating unique online brand experiences.

Trust is an essential consideration associated with the establishment -0érionglationship
between providers and their customers. Some have insinuated that customers who trust in
tradition brick and mortar retailers will have a similar level of confidence in contemplating the
purchase of products from the online channel (Estrell&&® 2015). When customers feel safe

and secure in a company due to a kegn relationship, the supposed impediments to adoption

of the online channel can be significantly diminished (Estrella & Perez, 2015). The notion of
trust in Online banking can handerstood using the idea of social exchange theory. This concept
views interactions like that of an economic exchange. There are costs paid and rewards received.
People partake in the exchange only if the results are useful to them. Since rewardd&annot
certain in a social exchange, trust is essential. Trust becomes the determining factor for
consumers in their relationship with the bank. Trust increases the perceived certainty concerning
t he other partyés expected goexgioded.iTast in@amik r e du
banking is essential for diminishing uncertainty of financial transactions. Consumers will
reference the trust they had with a physical bank and make judgements about the online banking
based on their past physical bank trdst. such, trust in physical bank is clearly associated to

their intentions to use online banking (Monteazemi & Hamed, 2015).

Increases in customer satisfaction are an important part of gaining customer trust (Abualsauod &
Othman, 2019). A key ingredient ttn achieving customer trust in online banking is the
establishment of solid information technology security system that the customer knows about

and the bank has demonstrated repeatedly the
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For trust to beachieved in the online banking environment, the customer must be convinced that
the transaction method is secure, and that information given to the websites are not being
intercepted to a third party (Skidar & Munish, 2015). Trust is necessary wheramnisk
uncertainty and interdependence exist. A custemnented quality strategy is imperative.

Highly perceived quality leads to repeat business. Customer loyalty is an absolute necessity.

Service Quality

Service quality pertains to the entire support aedvices provided by the online service

provider. Some of the major satisfiers are integrity, reliability, responsiveness, availability and
functionality (Salem et al, 2019). It also refers to the differences that may occur between the
bankds weéebei teesaonder 6s need for human i nterac
& Othman, 2019). A customariented quality strategy is critical to service firms as it drives
customersd6 behavioral i ntentions. Hicgstomep er c e i
loyalty. Substandard service quality leads to negative word of mouth which may result in a loss

of sales and profits for the service firm with customers migrating to competitors. These factors
stress the importance of delivering high levels afise quality especially within an electronic

environment (Loonam & Deidera, 2008).

Hypotheses

As with many activities in our society, gender plays a role in determining which gender
participates in what event, which gender purchases which products and gdnder is
predominate in overall consumer decision making. Culturally, men are more prone than women
in being persuaded to use technology. Gender is considered an important factor in consumer
behavior. Men and women differ in their opinions and evadoaif online systems. ldentifying

such factors is important both for better ability to tailor technological products and marketing
communications to gender and understanding the different motives underlying new technology
adoptions. Ebanking services ara major determinant regarding retention in men but not for
women. Since the number of men who may ubarking services is greatdran the number of
women, men want convenience ubanking service (Mahmoud, 2019). Based on these ideas we

can posit tha
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Hi: There is a relationship between gender and online banking usersfeos.

Historically, there seems to be a major distinction between old and young regarding the use of
technology. It seems to be common that younger people appear to adaptilatd afith
technology more rapidly and more adeptly than do older pe¥plenger individuals are more
inclined to accept an innovation in information technology. Younger people are earlier adopters
while older people are later adopters (Ameme, 2015)ssged 65 and older are 43% slower at
using websites than users-23 (Gatsou et al, 2017). The mid age people are more likely to use
e-banking than younger or older consumers. Age does have a bearing on the perceived
usefulness, perceived ease of use mmention to use wireless financial services acceptance
(Shanab, 2015). Age 65 are late adaptors (Ameme,2015). As such twgpotimeszethat:

H2: There is a relationship between age and online banking usersens

When people have knowledge abouwidarn technology and how it can benefit their daily lives,
then they become more interested in its operation and applicability. Generally, people with more
education have more insight into nuances of society and hence are more curious about how they
can eyand their knowledge more and more. Education plays an important role in adoption and
use of ebanking (Shanab, 2015). The level of education increases the likelihood of using internet
Banking. Customer professions correlates positively with mature custosee of Internet
banking (Ameme, 2015). People with higher education are more comfortable and knowledgeable
of computers have good information and process skills which facilitate Internet uses (Shanab,
2015). People with higher education are earliempéets while people with lower education are
later adopters (Ameme, 2015). Sulaiman et al. (2007) faundhat 2.9% of the people they
surveyed who adopted mobile banking had a secondary education or below while 75% who had
a master 6s degbarkieg. VEitt thipih mind we cénypothesistate that:

H3: There is a relationship between education level and online banking useusemn

Historically, the poor sector of most economies shied away from participating in new technology

arrangementgspecially when it related to banking. The issue of trust and tradition generally
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occupied the concerns of poor people or those people with less monetary reséoomding

to Sulaiman et al.(2007) income level does have a major impact on adoptioineftzanking.

The higher oneds income the more inclination
lower the income level the inclination is to not participate. Hence, the richer participate the
poorer do not participate in online bankidgpersm 6 s i ncome can have an i

adopt online banking or not. Hence, we can assert that:

Ha4: There is a relationship between income level and online banking userseon

3.00nline Banking in Developing Countries

One way of understanding lome banking in developing countries is to examine the respective
articles written about the subject among developing count@aine Banking in developing
countries has been carried out in Asia (90 articles, 47.9%). This is closely followed by the
Middle East (42 articles, 22.3%), Africa (37 articles, 19.7%), Eastern Europe (17 articles, 9.0%),
Caribbean (1 article, 0.5%) and South America (1 article, 0.5%) (Sabi, 2014). One exciting
research topic is cust@madoption and the use of online bankingth$e (1999) is a pioneer in

the study of online banking adoptiongskxploratory studies revealthat security concerns, an
absence of mindfulness about internet banking, and absurd costs are the most significant
purposes behind neneception among Austal i an cl i ent s. The result
banking literature indicates an advancement on internet banking (IB) adoption in developing
countries, especially African countries contrasted to the results of the previous trend study
conducted by Bao (2007) on IB in the world. The diffusion of IB in developing countries from

the year 2000 to 201®as consistent with the diffusion of technology curve. It shows a steady
growth in the diffusion research peaking in 2012 (Sabi, 204dycroft et al. (P02) foundout

t hat product features such as | ower fees, f
services, acceptable service quality, and honest reporting in the popularweeelfactors to
encourage the adoption of online banking. Liao anctu@l (2002) foundout that other
elements, for instance accuracy, d@ndliness, transaction speed, user experience, user
involvement, and convenience, have a significant influence on the adoption of online banking.
HernandeaMurillo et al. (2010) disavered that although basdpecific characteristics are

important determinants of banks' adoption decisions, the competition also plays an important
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role. Martins et al. (2014introducel a conceptual model that merges a unified theory of
acceptance of omle banking and the application of technologiieir researckexplains that the
transaction behavior of online banking customers demonstrates a significant desire to do their
banking online. The response of the customer is an important variable to mondnline
banking.

Research in International banking statistics example, The Bank of International Settlements

or European Central Bank) establishes that various payment routines are present in different
countries. For instance, Japan is a easfiric culture. While the Americans and French use of
checks abundanthB@hle et al., 2001). The popularity and acceptance of online banking are also
significantly different from country to countryOnline banking in the United Statés more
straightforwardto conceptualize and implement because of a highly educated population. This
characteristic alone can increase the chances of customer acceptance (Sullivan, 2000). Campbell
and Frei (2020) found that customer adoption and use of online banking is assodtathe

following:

i. substitution primarily from incrementally more costly ssdfvice delivery channels (ATM
and Voice Response Unit (VRU);

ii. augmentation of service consumption in more costly asssstedce delivery channels
(branch and caltenter);

iii. a substantial increase in total transaction volume;

iv. an increase in estimated average cost to serve resulting from the combination of p@ts (1)

and a reduction in sheteérm customer profitability.

Many research articles are tmed towards studying online banking adoption in European
countries. Sayar and Wolfe (2007) investigataline banking from a customer perspective and
compare online banking adoption in the UK and Turkey. They exahtime two countries
concerning onlindanking services and finout thatthe most critical factors relatedto online

banking adoption in these two countrigerereliability and usability. Polasik and/i s ni ews k 6 s
(2009) empirical study indicated that the link between the decision to openia@ account and

the perceived level of security of online transactions were foremost in the customers' minds.
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They also foundbut that certain demographic variables are robust predictors of the adoption
status. In recent years, online banking has akmine popular in developing countries. In

China, researchers have demonstratedttiexte was a significant relationship between trust

and perceived risk. These two variablegrec r uci al I n explaining ¢c
banking usage intention@hao etal., 2010). Raza and Nida (2013) discovered in Pakistan

that the alleged useful ness, the information
privacy have more influence on increasing cc¢
services. Tsgi Chikandiw® s et al . (irlidaleB that peresvedaisefalrress,

perceived ease of use, and tragre essential variables for attitude towards online banking in
South Africa.

The classificatiorof online banking research by Sabi (2014) shaweat internet and computer
literacy (18.6%)weresome of the crucial aspects that influeshaser approval and acceptance

of internet banking. Internet bank awareness (7.4%), infrastructure (9.6%) and accessibility to
computers and internet (10.6%) wealso seen to be imperative to adoption of internet banking
since many customers in these developing countries nonexistence to a computer and the internet
access (Sukkar & Hasan, 2005; George & Gireeshkumar, 2012; Ezeoha, 2005; Agwu, 2012). The
classificaton also showed that many researchers used demographic factors (20.7%) ageh as
gender, education and income as well as social norms as study varldt@gsercentage and
number of articles for different countries in Africa shown in Figure 2, focub@mnesearch into
internet banking adoption and implementation that has been carried out in Nigeria (12 articles)
followed by Ghana, Mauritius and Tunisia (4 articles). According to the 2010 population and
housing census (PHC), Ghana is a country oftle ldver twentyfour (24) million population.

Ghana is segmented into ten Political regions with diverse cultures and traditions. Ghana is noted
for its political stability and peace. Since its independence in 1957, Ghana's economy has not
only been entely sustained by agriculture, but the service industry plays a pivotal role in terms
of economic stability and growth. The banking industry, as part of the service industry, also
contributes significantly to the economy. For decades, the industry haseeraleariety of

useful services not only to individuals but companies and firms as well. Globalization and
technology advancement haustiated massive revolution in the banking sector all over the

world, and Ghana is no exception. According to Oforil@0 several financial institutions have
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invested in technological infrastructure in order not to be left out in the new wave of change in

the banking industry. The new phenomenon is the online banking technology, which has been
embraced almost by everynéncial institution because more people in Ghana have access to the

use of the internet.
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Figure 2: Article Classification for African Countries
Source: Sabi2014).

Over the years, the banking industry, the world over, has evolved fronrirgnttaditional and
conventional services through electronic banking to internet (online) banking services to ensure
productivity increase, competitiveness, improving managerial effectiveness and efficiency as
well as customer service delivery. The betsefierived from the use of the internet in banking
services cannot be overemphasized. In Ghana, growth in the use of online banking has been
relatively slow and hence the need to invest.i

new technology

4.00verview of Ghana Online Banking

According to Biney (2011),thBank of Ghanaés updated | ist of
banks in Ghana had increased to twezight (28) in number as of 2011. For several years, these
financial institutions hve rendered a variety of services to clients using the traditional means of
long queues at the banking premises (AKUweum, 2011). Catching up with the spirit of

globalization, technology advancement, and the necessity to improve customer servicg deliver
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to an internationally acceptable standard has called for a drastic change in the banking operations
in Ghana. The move for upgrading to an electronic technology has been very fast in Ghana, with
the focus on introducing an efficient modern delivery franord of improving customer services

to a 24/7 access to banking (Akufavum, 2011).

According toBiney (2011), 21 recognized banks out of 28 in Ghana as of 2011 were rendering
internet banking services to their clients. The clientele services currantg from electronic

bill presentation and payment, fund transfers between customer's accounts and another, checking
of savings accounts, bank statement, loan application and transactions, real online balance and
domestic wire transfer, SMS texting of poase on account3he use of ATMs in effecting

service delivery with the significant banks is widespread in Ghana. Ofori et al. (2013) indicate
that the most significant transformation in the banking industry in Ghana was engineered by the
introduction of the government of Ghana's policy development agenda captioned 'ICT for
Accelerated Development (ICT4AD) policy in 2003. The aim was to establish aledCSocie
economic development in the country. Ghana was known to lead in ICT development and
internet @option in the West African suiegion as at 2003 (Zachary 2003; Adams & Lamptey
2009). To regulate money supply in the industry biometrically, Gogernment of Ghana
introduced a project known ;@s-zwich, the first of its kind, to purposely make Ghareaashless

society (Breckenridge, 2010). From the Bank of Ghaizavieh report (2008), online banking
wasenhanced by an automated clearing house system that was brought during the introduction of

Ghana's interbank payment systemzwich cards.

As opina by (Woldie et al., 2008; Ofori & Dankwah, 2013; Domeher et al., 2014), the current
position of banking development indicates that most banks in Ghana have switched on to the use
of internet banking technology since it is flexible and convenient in tefrearvice delivery and
management operations. However, the growth of this technology is relatively still at the infantile
stage since the banks concerned only provide exclusive services to their corporate customers
despite several awareness mé@aansahet al., 2015)Most of the banks in Ghana link up with

the telecommunication industries to offer banking services through the internet and mobile
phones to ensure sustainable competitive advantage (Asante et al., 2011). At the moment, major
telecommunicabn networks in Ghana such as MTN, TIGO, VODAFONE, and AIRTEL have
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introduced mobile banking across the country as the fastest delivery service to augment and
compete with the banks. This innovation has been welcomed with massive participation by the
public. However, technology is only limited to cash transfer and withdrawals via the same
mobile network. Transfer and withdrawal of cash across all other mobile networks are yet to be
introduced. According to Ofori and Dankwah, (2013), the result of theiargsen the adoption

of internet banking in Ghana showed that much as there are benefits to the acceptance of online
banking technology, challenges and barriers are enormous and numerous as well. This was
further supported by (Agboyi & Ackah, 2014) in theurvey on the adoption of electronic
banking in the Ghana banking system. It must be noted that the use of online banking in Ghana is
not widely spread to many banks across the country hence its relatively slow growth. This
process could be likely due wientele attitude and acceptance toward online banking. The
motivation of this studyvasto investigate consumers' attitudes toward online banking in Ghana

and to ascertain reasons for the relatively slow growth of online banking marketing in Ghana.

Currently, major telecommunication networks in Ghana, such as MTN, TIGO, VODAFONE,
and AIRTEL have launched mobile banking across the country as the fastest delivery service to
ensure assistance and competitiveness among banks. This new technology heseipéet and
massivelyacceptedby Ghanaians. However, technology is only limited to cash transfer and
withdrawals via the same mobile network. Transfer and withdrawal of cash across all other
mobile networks are yet to be witnessed. Despite the efforte toachprove the state of online
banking, the growth has still been at the infantile stage (Atsede, 2008), considering the
awareness created (Quansah et all., 2015). Therefore, this study investigates the level of clientele

attitude and acceptance towardine banking and its challenges in Ghana.

5.0Methodology

The research aimed at accessing the Ghanaians practices to the use of online banking in their
daily life. The quantitative approach employed to measure such human behavior. This research
used pimary data, collected from the staff (teaching and-teaching) of three (3) second cycle
institutions, workers from twenty small and medium scale businesses, and students in a tertiary
institution all in the Kumasi metropolis. The questionnaire itemsoleed from Kaynak and

Harcar (2005)The questionnaire consisted of five groups of questions: screening questions used
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to categorize the respondents into five categoriedinenbanking users/nonusers, frequency of

bank visits, time period with the barmiccount, number of different bank account and overall
internet usageQuestions were asked that related to the criteria of choosing a bank among online
bank users and nonusers. The items developed for the examination of the research propositions
measuredhe subjects’' given importance of different factors when choosing a commercial bank
online adaptor versus narsers such as "location being near home or work, fast and efficient
service, external appearance, interior comfort, counter partition, onlineesepaink reputation

and its image, friendliness of bank personnel, availability of credit with favorable terms, lower
service charges on checking account, lower interest charges on loans, higher interest payments
on saving accounts, confidentiality of bardonfidence in bank manager, financial counseling

and advisory services, overdraft privileges on checking accounts, hours of operation,
knowledgeable staff, courtesy of personnel, promptness in correcting errors, accurate billing,
convenience and availdity of ATM machines, convenience of bank branches, bank fees and
charges, ni ghtpodenposLiitkoerryto sAc adiex ranging from
i mportanto was used to measure bank customer s
cust omer s O pr digetbanking was eneaaured using aalichmtomous scale: "Do you
useodl i ne banking for your banking transaction?
ontline and traditional banking of the various banking servicesthiose who use oline

banking. The respondents are required to allocate 10 points betwdiee and conventional

methods on different bank services. Additionally, there were questions related to reasons for not
adopting online banking only for thosénavdo not use online banking. Finally, issues relating

to the demographic characteristics of online banking users andseos were presented in the

survey.

5.1 Sampling Procedure and Sample Composition

The sample concerns with the observation of algpn@portion of a population in order to make
generalization, representing the facts and views of the entire population. In this research, the
focus was set on the staff (teaching and-teathing) of three (3) second cycle institutions,
twenty Small and mdium scale businesses, and students in a tertiary institution all in the Kumasi

metropolis.
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The random sampling method was used to administer the questionnaire. The researcher found
this more convenient because of the proximity to the location of tkeetselinstitutions and
businesses. It also saved much time and reduced the cost of transportation that could arise from
guestionnaire administration. A total of 350 questionnaire items were administered to the
selected institutions and businesses. Thearekers agreed that with such a number of the
sample size, they could conveniently obtain the needed information. It must be emphasized that
out of the total sample of 350 from the selected institutions and businesses in the Kumasi
metropolis306 (87.4%) espondents participated in the research, while 44 (12.57) did not. With
the 306 workable samples, 198 (64.7%) were professionals (teaching atehdoing) of the
selected second cycle institutions and others. The remaining 108 respondents consi8ted of 7
(23.85%) respondents from the small businesses and 35 (11.43%) students from selected tertiary

institutions.

The data setonsisedof 107 online bank service users (35.1%) and 198usans (64.9 %). The

demographic and soceconomic profile of theespondents is presented in Table 1.

5.2 Data Collection Procedure

After administering the questionnaire, the researchers whiteal maximum of two weeks for

the respondents to complete the survey. After the two weeks, the researchers collected the
conpleted questionnaire. The completed questionnaires were collected personally by the

researcher for analysis.

6.0 Results and Discussions of Findings

To assess the statistical significance of the differences in demographics-amel lmemk usage,

cross taulation, and a Chsquare test of association was performed. A close examination of the
profile depicedthat therewverestatistically significant differences in demographic characteristics

of ortline bank users and narsers in Ghana. Online bank useerevmostly male; high income
earners consisted of a younger age group, held more professional and administrative, technical

related type of jobs, and homemakers.
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The sample consisted of about 49.5 male and 50.5 female bank customers. Female online bank
savice usersvereonly 26.5 % of the total female sample, while 43.%f4male respondents
wereorntline banking users. The ratios for nosers related to gendeere56.1% female versus

43.9 % of males. About 50.9 % of -3& years age group were-tne banking users, oiine

bank users account 40.7 % of the3Byear group, under 25 years old grdwp the lowest

ration (30.2%) for ofine banking practices while over 55 years old grdwag no usage of
online banking. Online bank users comprisg#d34.6% university graduates, while the ratios
were 21.5% for vocational schools, 36.4% for high schools, 10.7 for secondary school, and
%17.8 for primary schools. Concerning occupation, 59.4 % of the student population were using
ortline banking. All other occup@ans distributed between dime bank users and narsers can

be found in Table 1.
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Table 1. Demographic and Socikieconomic Characteristics of the Sample

Online  |Online Ban
Bank User
Nonuser |(n=107,
(n=198, [35.1%) Percentage [Chi-Square
64.9%)
Gender 9.69™
Male 56.5% W¥3.5% 49.5 %
Female 73.5% [26.5% 50.5 %
Age 12.01"
Under 25 69.8% [30.2 % 28.2 %
26-35 67.4% [32.6 % 42.3 %
36-45 49.1% [(50.9 % 18.0 %
46-55 593 % 140.7 % 8.9 %
Over 55 100.0 % [0.0 % 2.6 %
Education 91.23"
Primary School 82.2% [17.8% 14.8 %
Secondary School [89.3% [10.7 % 33.8%
High School 63.6 % [36.4 % 25.2 %
Vocational School [34.3% [65.7 % 11.5%
University 17.8% 82.9% 14.8 %

Occupation 22.07"
Professional 60.0% 140.0% 22.3 %
Administrative 585% W¥Y1.5% 17.4 %

Trade Man - Salei68.4% [31.6 % 12.5%
Man
Housewife 71.4% 286 % 6.9 %
Technical 76.9% [23.1 % 12.8 %
Craftsman 92.3% |7.7% 10.2 %
Student 40.6 % [59.4 % 10.5 %
Unemployed 72.7% [27.3% 3.6 %
Income 39.12"
Low 79.8% [20.2 % 35.7 %
Medium 66.0% 144.0% 48.2 %
High 28.6% [/1.4% 16.1 %

*** Significant relationship for 0.01 significance level

One of the major aims of this study was to e
banking practices. And further, tis¢udy focused on the main demographic factors that impact

online banking adoption decision among Ghanaian consumers. To complete this objective, the
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authors completed a comprehensive review of the literature, established hypotheses to guide the
analyses ah performed various statistical data dissections in order to examine the decision

behavior of the consumers. The results of the hypotheses analyses is presented in Table 2.

Table 2 Hypotheses Analyses

H: There is a relationship between gender and onliaekibg| Supported

users/norusers

H2: There is a relationship between age and online banking user{ Supported

users

Hs: There is a relationship between education level and online bal Supported

users/norusers

H4: There is a relationship betweemcome level and online bankir Supported

users/norusers

The results shown in Table @as for the hypothesesthat wasrelated to demographic
charact er i st whosupporfed far age,tgendee, edudation and income, but rejected

for marital stats and occupation. This means that all of these demographic variables such as
age, gender , i ncome and education do have an
adopt online banking service$he ChiSquare technique allowed test of the signifcant

differences between the soalemographic characteristics and interest level of the event.
Comparison of the different level of interest slkeoMhat generally, sample characteristizas

fairly uniform in terms of marital status and occupation asigoefl by the values obtained in

the ChiSquare analysis ¢¢13.163, p=.106) for marital status and $%3.396, p=.096) for
occupation. A significant relationship was be
very surprisingly male respondentsre foundwith higher interest to the event than females. As

well as demographic and soggonomic characteristics of respondents, information related to

the frequency of visit to the bank branch, the period of maintaining the account, and time spent

on the internet were also investigated. There were statistically significant differences between
on-line bank users and narsers on the frequency of visits to the bank, period of bank account,

the number of banks used, and internet usage (see Table 3).
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Table 3: Banking Characteristics and Internet Usage of the Sample of Respondents

Online Online Bank
Bank NonrUsers
Users (n=107,
(n=198, [35.1%) PercentagChi-Square
64.9%)
Frequency of Visits to Bank 13.55
Branch
Daily 54.2 % 45.8 % 7.9 %
2/3 Times a week 63.6 % 36.4 % 7.2 %
Once a week 67.8 % 32.2 % 47.9 %
Once every two weeks 51.8 % 48.2 % 18.4 %
Once a month 21.1 % 78.9 % 18.7 %
Period of Bank Account 11.48
Less Than two year 66.7 % 33.3 % 18.7 %
Two up to 5 Years 73.7 % 26.3 % 44.9 %
Five and more years 53.2 % 46.8 % 36.4 %
Number of Banks Used 44.4
1 77.6% 22.4% 63.0 %
2 48.5% 51.5% 31.8 %
Three and more 12.5% 87.5% 5.2 %
Internet Usage 30.1
Light Users less than 5 hour{77.9% 21.1% 40.0 %
week
Medium Users 6.5 hours a week65.9% 34.1% 40.3 %
Heavy Users more than 15 hou36.7% 63.3% 19.7 %
week

* Significant reltionship for 0.01 significance level
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6.1 Commercial Bank Selection Criteria for On-line Banking Users versus Nofusers

The ttest was used to test for the statistical significance of differences betwédiee dank

users and nceaosers. A mean scorerfthe importance of each selection criteria for each group
was calculated. The results of this analysiasseen in Table 4. Online bank customers for all

the requirements except counter partition, night depository, afditheotank service attached

less importance for selecting a commercial bank. External appearance, confidence in bank
manager, overdraft privileges on checking accounts, and knowledgeable staff have almost the
same significance for both groups. There were statistically significantetiffes in the selection
criteria of an odine bank customer and traditional bank customers.-D&ars attackqd more
importance to fast service, bank reputation and image, promptness in correcting errors, and
accurate billing in selecting a commercial baAK.of the other factorsverenot significant for

both groups.
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Figure 3: A comparative Profile of the Importance Given Selecting a Commercial Bank for

Online Bank Customers and Traditional Bank Customers.
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Table 4: Commercial Bank Selection CriteriaOnline Banking Users versus Non

Users
Online
Nonusers | Banking _
Mean Users Sg. | Mean Std. Error
Mean t-test @ iffere Difference
tailed) | nce

Fast Service 5.35 4.96 2.498 |0.013 | 041 0.16
Higher interest payments on savings accounts | 5.13 5.01 0.803 | 0.423 | 0.12 0.15
Lower interest charges on loans 5.10 4.83 1.665 |0.097 | 0.26 0.16
Availability of credit with favourable terms 5.09 4.58 3.109 | 0.001 |0.51 0.16
Promptness in correcting errors 5.08 4.48 3.64 0 0.6 0.16
Friendliness of bank personnel 4.9 4.8 1.178 |0.24 |0.19 0.15
Confidence in the bank manager 4.96 4.95 0.082 |0.935 |0.11 0.14
Lower service charges on checking account 494 4.85 0.519 | 0.604 | 0.89 0.16
Courtesy of personnel 4.93 4.64 1.771 |0.078 | 0.29 0.16
Bank reputation and its image 4.93 4.44 2596 |0.01 |0.49 0.18
Convenience and availability of ATMs 4.92 4.64 1.714 |0.088 | 0.28 0.16
Location 491 4.74 1.079 |0.316 | 0.17 0.17
Accurate billing 491 4.5 2.17 0.031 | 0.41 0.19
Confidentiality of bank 4.88 4.71 1.681 |0.094 |0.22 0.13
Bank fees ad charges 477 4.59 1.143 | 0.254 | 0.18 0.16
Hours of operation 4.75 4.64 0.745 | 0.457 |0.11 0.15
Knowledgeable staff 4.72 472 -0.017 [ 0.987 |0 0.14
Financial counselling and advisory services 4.71 4.6 0.702 | 0.483 | 0.14 0.16
The convenience of bank branches 4.64 4.5 0.72 0.472 | 0.14 0.19
Overdraft privileges on checking accounts 4.61 4.6 0.05 0.96 |0.01 0.17
Interior Comfort 4.6 4.32 1.529 |0.128 | 0.28 0.18
External Appearance 4.39 4.36 0.207 | 0.836 | 0.03 0.15
Counter Partition 4.13 4.39 -1.706 | 0.089 | -0.03 0.15
Online Service 3.82 4.62 -3.85 0 -0.79 | 0.2

Night Depository 3.21 3.34 -0.707 | 0.48 |-0.13 |0.18
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6.2 Type of Bank Service and Banking Methods (Traditional Banking vs. Online Banking)

Table 4 and Figure 4 present the preference of bank customers #&remtifbank services by
traditional and online banking methods. These resudtee based on only chine banking users;
nontuserswere excluded from the analysis since it is assumed that they prefer traditional banking
for each service. The allocations danfollowed in Figure 2. The results shexthat many odine

banking users still prefer traditional banking methods for several banking senficesrding to

the results in Table 4, applying for a personal loan, handling CDs, investing in stockssimgrcha
insurance, saving plans, opening a new account, changing address and phone numbers, look up for
financial news, and applying for mortgageere services significantly preferred by traditional
methods even for those using online bank services. Hangilifgayments, monitoring transaction
history, review monthly statements, transfer between accounts, view previous payments, inquire
about account balances, inquire about account summary and request for copies ofi@eports
services significantly preferdewith online banking, Other services such as handling saving
accounts, information about fund price, buy and sell foreign currency, check order, and buy and sell
securitieswere services whichwere not significant in terms of traditional or dime banking

preferences.

Table: 5 Preferences for Type of Bank Services for Traditional and Online Banking

Paired Std. Std. | T- | Significance
Difference | Deviation | Error | test | Level
Mean Mean
1. Applying for a Persong 1.570 4.247 0.411 | 3.824 | 0.000
Loan
2. Handling CDs 1.776 3.720 0.360 | 4.938 | 0.000
-1.271 3.908 0.378 | - 0.001
3. Handling Bill Payments 3.364
4. Investing in Stocks 0.897 3.829 0.370 | 2.424 | 0.017
5. Purchasing Insurance 0.972 3.679 0.356 | 2.733 | 0.007
6. Handling Saving Account | 0.131 4.003 0.387 | 0.338| 0.736
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Paired Std. Std. T-test | Significance
Difference | Deviation | Error Level
Mean Mean
7. Saving Plans 0.953 3.522 0.340 2.800 0.006
8. Monitor Transactions Histor] -1.607 4.179 0.404 -3.979 | 0.000
9. View Images of Cancelle| 0.748 3.598 0.348 2.150 0.034
Checks
10.Review Monthy Statements | -2.019 3.359 0.325 -6.217 | 0.000
11.Transfer Between Accounts| -1.103 4.302 0.416 -2.652 | 0.009
12.Information  about  Fun¢ 0.299 3.903 0.377 0.793 0.430
Prices
13.0pen a new Account 1.701 3.834 0.371 4.589 0.000
14.View previous Payments -1.159 4.010 0.38 2.990 0.003
15.Buy and Sell Foreigf 0.467 3.977 0.384 1.215 0.227
Currency
16.Changing Address, Phor 1.103 4.114 0.398 2.773 0.007
number
17.Check Order 0.561 3.642 0.352 1.592 0.114
18.Inquire about accour| -1.514 3.591 0.347 -4.361 | 0.000
balances
19.Inquire abait account -1.626 3.758 0.363 -4.476 | 0.000
summary
20.Lookup for Financial News | 1.458 3.393 0.328 4.444 0.000
21.Request for copies (¢ -0.766 3.427 0.331 2.313 0.023
statements
22.Buy/Sell Securities 0.579 3.827 0.370 1.566 0.120
23. Applying for Mortgage 1.159 3.454 0.334 3.471 0.001
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Figure 4: Allocation of Preference for Different Banking Service by Traditional and Online
Banking Methods

Table 5 summarizes the major services, according to importance, Ghanaian consumer preferences
for various online bankig services. Knowing this information gives bank managers insight into

which preferred services they needo devote more attention.

6.3 Reasons for not Using Online Banking

Respondents whdid not use ofline methods indicated several reasons for dojp#ngto online
banking. A fivepoint scale was used where 1= not at all important reason and 5= very important
reason. The results shedthat most important reason for not using online banking is security
concerns and difficulty in completing a specifransaction. Second to the security concerese

the following issuesi.) slow download timesi.) difficulty finding information,iii.) availability of

150



The PanAfrican Journal of Business Management, Volume 5, issue2021

internet accessy.) satisfaction with branch banking services, e.) navigation difficultjasability

to talk faceto-face with a bank representative, and g.) the complexity of connecting to the web.

Table 6. Reasons for Not Using Online Banking

Std.
Reasons Mean | Deviation
Satisfaction with Branch Banking Services 3.44 | 1.215
Security Concerns 3.71 | 1.274
Fee Charged for Services 3.14 | 1.270
The convenience of Bank Branches 3.28 | 1.316
Inability to Talk Face to Face 3.33 | 1.026
Don6ét have enough time to 1311 |1.223
No Paper Receipts 3.30 |1.382
The difficulty of completing a specific traaction online 3.71 | 1.090
Slow download times 3.51 |1.306
Havendot Got Around to |t 3.22 |1.305
Difficulty finding information 3.43 |1.340
Service is New and Want to Wait 3.27 |1.271
Dond6t have Internet Access |343 |1.267
Dondét wunderstand How It Wor{ 334 |1.303
The difficulty of connecting to the web 3.32 | 1.336
Difficulties in Navigation 3.36 | 1.216

Table 6 provides perspectiven some of the reasoms towhy Ghanaian consumersddnot
want to use Online banking services. Security and difficultgampleting the bank transactions

seem to be the most important reasons for not adopting online banking services.

7.0Conclusions
The findings will be useful for both practitioners and academics to give them a sense of the depth,
direction, and acceptaa of online banking in this developing countijhe study furnish a

theoretical and conceptual framework for future research studies in this growing field of study. The
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initiation of internet technology has substantially transformed the way of banklogtin service
deliveries around the world today. Internet technology has transformed the marketing strategies of
banking industry in the way they serve and deliver their services to the end consumer using the
online banking. Some of the banking activittat have been facilitated through the use of online
banking include handling bill payments, investing in stocks, monitor transactions history, review
monthly statements, online transaction processing. The study expands the understanding of online
bankingusage and adaptation by studying users outside the U.S. In this regard, Ghana, a West
African country with a low, middkéncome status, becomes our focus. Ghaeas a new
environment, which can provide an understanding of whether marketddsuse Onlhe Banking

as a valid commercial mechanism to achieve business objectives and goals. Banking in
international settings (Ghana), as well as domestic environments (bb&)a significant
managerial implications. The research brought to light the differebeéseen online and
traditional bank customers when they decide on the commercial bank selection in a developing

country.

7.1 Managerial Implications

The implications for using Online Banking in business transactions are substantial, and hence the
studyprovides a broader understanding of its capacity as a financial tool for conducting business. It
must be noted that online banking in Ghana is not widespread among banks across the country, and
this is likely due tachallengng barriers against both mareagent and consumers. Managers need
to emphasize to customers and stakeholders that there are

1 That a customer can manage his/her account 24/7 from any location that has an ameérnet

1 Can pay all bills without having to leave home or visit a bank.
Additionally, managers also have to recognize that there are some major factors that must be
addressed in order for the implementation of online banking can be successfully implemented.
Some of the factors that managers neddtow are:

1 Risk factori participants need to be assured that their bank has a highly secure system with

firewalls, encryption system and other essential security measures
1T Recognize that the customerbés offline tra

adoption
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1 Consumer trussia critical issue as to whether a customer will use online hakiag
1 Four area that are crucial to success in online banking deliveoynmunication, privacy
security and the reputation of the bank delivering the services.
Managers who conscientiouslfocus on these areas of concern, the implementation and

performance of their online banking system will operate more smoothly and successfully

7.2 Future Research

Forthcoming research could encompass further antecedents of online banking approvaj allowin
projection of overall customer satisfaction to a higher level, and bank type wise evaluation of such
analytical relations. Several proposed issues for future studies can be recognized cost, recognized
value and attitude toward use. Fields persists fatystg the mediating effect of overall customer
satisfaction of online banking customers on loyalty. Many developing countries are stit under
researched in the area of IB, it should an extension of the growth of research studies particularly as

many of tlem attempt to overtake with the developed countries on the internet banking trend.

Online banking literature indicates that along with the incentives for customers to use online
banking is the development of Internet technology, trust, convenienceefiiciency and higher
satisfaction of customers than the tradition. Furthermore, online banking encourages green banking
via paperless transactions and less use of vehicles that reduces air pollution; but the online banking
literature has not taken into msideration the sustainability concerns for online banking usage
(Burhanudin, et al., 2019). Therefore, future studies should address if online banking commitment
to environmental sustainability and happiness is a motivation to use online banking irpitkevelo

beside just for the convenience reasons.
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