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Abstract

This study seeks to determine the effect of Busiri@svelopment Services (BDS) on the
comfort level of the Islamic Microfinance Systendé®MES owners in Yemen. Based on the
importance of SMEs in Yemen which consists of 99d#%ll businesses in Yemen and their
important role on the overall economic developm@ntreducing poverty and creating new
job. The paper made it easy to see what effectasgeriee Islamic microfinance system is
bringing in SMEs sector in the country. 532 questaires were distributed amongst the
SMEs owners in Yemen to collect data, 346 werermetl and further 320 were selected for
Data analysis. It was found in the study that theas a remarkable effect of BDS on the
satisfaction and the perceived benefits that SMEseos got through dealing with Islamic

microfinance system. The additional findings wereconfirm the role of perceived benefits

mediating the relationship between satisfaction &5 but the moderating effects of
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perceived benefits on the two were not confirmed.

Keywords. Islamic financing system, SMEs, Islamic Microfin@ndnstitution (IMFI),
Business Development Services, Customer Satisfgd®artial Least Squares, SMEs/Yemen

1. Introduction

With the rapidly changing and challenging of bussenvironment, customers deemed to be
the main partners of any organizations to achiaw&esses. Without satisfied and loyal
customers, organizations have no chance to furgnew or even survive. That is why;
customer satisfaction constructs has become onaguh@ most investigated constructs in
management and marketing. In other words custoreatisfaction nowadays became the key
element of business strategy and an important fgsabny organization to achieve. The
essential job of organizations managements eitlarufacturing or service is to expand the
customer base and ensure a high level of satisfacti

Additionally, customer satisfaction is the main igador for future organizational
performance. Because organizations seek to designimplement different strategies to
intense their customers focus and gain a high lef/alatisfaction as well. One of the vital
reasons behind the establishment of Islamic fimansiystem for the SME is to help needy
customers to increase their income and upgrade likgig standards. To reach this goal,
Islamic banking and financial system is like otlmeganizations, exerting great efforts to
fulfill all the needs of their customers and mele¢ texpectations. In general, customer
satisfaction defined by Bhattacherjee (2001) agaifigation a consumer gets from the
product they are using. In addition to that, thatifcation of a consumer is determined as
how they grade the consumption continuously (Gastaf, Johnson & Roos, 2005).

In Yemen, more seriously Islamic Microfinance systeas been currently supporting only
11% of the SMEs (Fararah & AL-Swidi, 2013). Thisver portion can be attributed to many
issues in relation to the operations of Islamiafiaing system for the SMEs. One of the main
issues related to the recent introduction of tHamg microfinance system, the business
development service to be offered to the SMEs tsseen as an advantage since the Islamic
microfinance has to undergo through a long prote$&® able to arrange BDS to their SMEs
clients.

2. Literature Review

The effect of business development services toSiH&s satisfaction is still lacking in the
literature. Despite the fact that some researdhiex to investigate the business development
service (Ellahi, Bukhari, Naeem, 2010; Mahmood,12Mazanai & Fatoki, 2011) the effect
of the business development service on clientgsfaation is still absent in the literature.
More importantly, the satisfaction from the SMEsnans’ perspective with the BDS offered
by Islamic banking and finance system, in generat] Islamic Microfinance, in particular,
still waiting for more research to be conducted.

The main goal of Islamic Microfinance System isofiter financial services to those who
have small or medium businesses. Even in Yemenighiee main target of each Islamic
Microfinance institution. SMEs owners are a big reeuof development in economy and
reducing the poverty and paving the ways for nelws jas it consists 99.6 % of all business
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and the GDP of 7.2% plus of the country, employimgre than 485000 employers equal to
11.9% from Yemeni workforce according to data inOQO(Ministry of Planning and
International Cooperation Yemen, MOPIC, 2004). Téwgdence of the importance of small
and medium enterprises in Yemeni economy. In féemen government should take care to
develop these kinds of investment by financing digfothe Islamic financial system. MOPIC
(2004) Yemeni government defined small and mediaterprises as samll businesses are
1-4 emlpoyees,5-9 workers for the medium, and IDamnlpoyees are the larger firms. The
importance of SMEs grew enormously over the laginty years; this real growth has been
matched by an appreciation of their role. In additi SMEs is reduced the percent of
unemployment, and create new innovation and busines

Al-Swidi and Mahmood (2011) documented that thekbansystem in Yemen still lacking in
providing microfinance services, Islamic Banks ddaanovative new products to develop
the SMEs and poverty reduction efforts. The studgleated in 2004 by the Ministry of
planning and International cooperation that leges tiworkers working for small and medium
enterprises working in Yemen can contact the firdmsupporters for successful operation.
Al-Tayar (2011) assumed that, government and comialebanks in Yemen recognize the
difficulties in financing SMEs, because of the cdexgies of Yemeni economic, in one hand,
financial market in Yemen still young is not exc&ftlyears old, and the guarantees should
be real assets like houses or gold, in case toagtee the customers to pay off the money
later by high present, Now days there are fournigtabanks in Yemen, but still poor to
finance SMEs, and there are many difficulties to tpe fund. The Islamic Microfinance
providers in Yemen:

— Sana’a Microfinance Program (AZAL)

— Nama Microfinance Program

— Wadi Hadramout Credit & Savings

— Sustainable for Social Development program

— Al-Amal Microfinance Bank

— AL-Tadamon for Islamic Microfinance

—  Al-kuraimi Islamic Microfinance Bank

2.1. Business Development Services

In a key study conducted by Ellahi, Bukhari, andeda (2010) defined business
development services as services provided suchlaasng, technology transfer, business
advice, marketing assistance, monitoring, and méion aimed to support small and
medium entrepreneurs to improve the performancethefr businesses. Moreover, the
Committee of Donor Agencies for Small Business Dgwament (CDASBD) (2001) defined
BDS to “include guidance, consultancy and counegliervices, market trends, development
in science and information and promotions in caeeel business”. BDS tries to increase the
performance of the enterprises, market accessoamaprove competition ability. In addition,
BDS considered serving group and individual busessas different to the community of
larger organizations.

Brijlal (2008) documented that, traditionally, BDitad been referred to “non-financial
services”. In addition, BDS may offer together withancial services that mean, that BDS
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services includes the finance assistance. In addititernational Finance Corporation (2006)
reported that the entrepreneurs run their busimess successfully with the help of BDS and
its can also act as an enhance and another foren adrtificate in a stage where actual
guarantee can be obstacle to maintain common $gcequirements.

The competency transference and giving businesstasse is the immediate goal of BDS
services. According to SFD (2012) BDS would proviale the support needed for the

development of enterprises through studying waysupporting them technically by gaining

experience from similar experiences, and encougaginovations that would lead to the

diversification and growth of enterprises. The navheéhe agency that SFD established is
Small and Medium Enterprises Development (SMED)e BMEs advancement process is
growing alongside the field of business suppornmationally .Under the roof of BDS quite

the big number of services are offered. In moraitigtthe following subsection elaborates
some of the main Business Development Services.

2.1.1. Training

Basically, one of the crucially felt demands to artpentrepreneurs with the basic skills to
effectively and successfully run their businessigprovide training assistance in the SMEs
sector. Business plan preparation and marketingarel are included in the SMEs training
program. Huang (2001) cleared out training as ritrey consists of organized learning
activities capable of improving individual perfornt through changes in knowledge, skills
or attitudes”. Activities like worker’s training eds, devising training objectives, yearly
training schemes, the procedures to deliver, etialylacoaching results, implementing
coaching programs and documenting coaching recardsincluded in training process.
Training should be directly coordinated with stepteof the organization overall and the
activities of each line department.so more effgcttoaching can be done by establishing a
specific department in each office to arrange widskeoaching and advancement.

Therefore training is important to the successtaftaip SMEs. Brijlal (2008) assumed that
management training can enhance the chances ofvaurand performance of SME.
Although the importance of training in improvingethbusiness performance has been
emphasized the literature has given little attentmthis aspect. A study by the Organization
of Economic Cooperation and Development (2002)dwito light the positive correlation
between the level of management training and theoimeline performance of the SME.
Rogerson (2000) also found out that the successooth African SMEs were positively
affected by training. Therefore it can be conclutleat the provision of training services to
start-up SMEs can positively contribute towardsrtiseccess and enhance their access to
debt finance.

2.1.2. Monitoring

Monitoring assistance is the next nonfinancial merwvhich includes coaching and the
purpose of the coaching includes the transfererfceompetency. There are different
definitions from different writers which define mwring but the definitions differ from one
another according to the different contexts in \Wwhilefinitions are being defined. Bozeman
and Feeney (2007) define monitoring as a coursactibn for the trial transference of
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wisdom, understanding and information, psycholdgsgport and a community that is
supposed to receive by a receiver as somethintedeta their assignment, livelihood and
occupational progress.

Monitoring involves the simple person to person pamication, this communication during
a continued span of time between two people, one hés greater understanding and
information (Monitor) and other one is supposecth&ve less knowledge and wisdom. The
monitor generally is considered as leader who basntand on all the business surroundings
and has an excellent knowledge and skills. Insgfitall the small differences in defining the
monitoring, the main and final aim remains the saraetransference of competency and
expertise.

In Yemen, the SMEs are lacking the art of busin#ss, situation is worst for the beginner
SMEs or if they have proper working plans but thegk the competency to how to use their
work plan to build a reasonable and profitable éraBome sort of monitoring is always
needed for initiating the career to grow trade etge and skills. Face to face monitoring is
though expensive but gives good results. Arranthigyassistance to support SMEs is hard to
maintain lest the scale of economics is achievedit 3s very important that there is a
program which is providing the SMEs the monitoraggistance, and such type of coaching
and assistance are aided by the business develbpargites.

Herringtonet al, (2009 emphasized that monitoring ,coaching aréder training platforms
are an important part of entrepreneurial advancéswrithe idea was generated that the
performance of small enterprises get improved Withhelp of monitoring and they can even
go for the help from the foreign finances.

2.1.3. Marketing Assistance

The retailing of the company’s creation especiallfhe beginning with a new idea is very
important for the prosperity of a new businesgh# proper publicity of the new product is
not made it will crash no matter how advantagedwes groduct is. When small market
businesses are trying to public their products flaeg these main threats, their deficiency of
knowledge in retailing trends, their insufficiemformation about the trade process and the
product’'s quality, cost of product, packing sergiatc., but business development services
with the help of their skilled and expert resouragsde it easy by contributing the retailing
services to SMEs (Bozeman & Feeney, 2007).

2.1.4. Networking

Enhancing and sustaining business linkages is atsonportant BDS function. Upcoming
entrepreneurs and small business can greatly ealtheit chances of survival and growth by
forming linkages with large and established entegst Jenkins, Akhalkatsi, Roberts and
Gardiner (2007) have emphasized on the importarficeusiness linkages in developing
countries. They proposed local SMEs can offer laegeerprises with opportunities to
decrease costs and increase flexibility and speatan, in the fields which include
procurement, distribution and sales. It is furtpeoposed that business linkages increase
local integration and rooting, providing accesdaical knowledge by spurring increase and
development in the local SMEs. This will bring ab@economic and social impacts in the
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wider community (Jenkinet al, 2007).

Besides, the task of business linkages in the velaen of large firms found expression in
the literature. Large firms can use linkages amloegl SMEs in a lot of different areas of
their own value chain. These areas include proceng¢nagricultural out grower’s schemes,
manufacturing subcontracting, outsourcing of norecfunctions and services, franchising
and leasing, distribution and retail, sale of ficiahservices, information and communication
technologies and other helpful inputs and toolsesehprograms will only be possible if the
capacity of the small enterprises is built to nteetrequirements of the larger firms (Jenkins
et al, 2007).

A\ Macrothll'lk Journal of Entrepreneur ship and Business | nnovation

2.1.5. Technological Development and Transfer

With the 2f' century’s advancement in technology economy thaviges competition
requires an enterprise that handles changes itetimology. Due to insufficient resources
and skilled staff this kind of handling is a mudmalienging task for SMEs. Provision of
technology advice as well as support of innovatiothe SME sector is aided by BDS. Due
to challenges such as less availability of infoioratand maturity of technology, and hurdles
in financing the achievement of new technologysittihe need of the hour to provide
assistance to SME’s to aid them to cope with tlig§eulties (Bozeman & Feeney, 2007).
According to SFD (2012), studies proved the impwréaof business development services
provided by microfinance institutions, as they ooty improve the managing capacity of
enterprises, but also, help to increase the incane efficiency of those enterprises, in
addition to generating employment opportunitieseSghfactors, in turn, increase the need for
enterprises to access financial sources and thiittydo invest more efficiently.

Reasoning, SFD sought to include BDS in its ranfjaabivities and organized numerous
vocational technical training courses, and brougkperts specialized in BDS. For this
purpose, the Social Fund of Development in Yeméeabéished a dedicated and specialized
national agency for the promotion of BDS that woptdvide all the support needed for the
development of enterprises by studying ways to stpjpem technically, by learning from
similar experiences, and by encouraging innovatityas would lead to the diversification
and growth of enterprises.

The significant of Microfinance in Yemen after 18ays became more and more popular and
its proved that it is successful way to increasmine, The main achievements in MFI is
Providing support for business development ser(iBEsS), creation and growth of the MF
sector from scratch, Creation and continuous deveémnt of basic infrastructure for the MF
industry to grow (systems, cadres, resources)oduated the philosophy of best practices,
Attracted a number of donors and key players, Pegpaand currently carrying-out the
National SME Development Strategy (SFD, 2012).

2.2. Business Development services and SMEs

BDS facilities are significant operations consigtof outdoor assessment of the consequence
of Business development consultants and supporfawor of improved strategy of
surroundings intended for the confined marketplafcBusiness development consultants. At
this stage the majority of BDS providers are pulbistitutions, NGOs or offices supported
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by donors, generally most of these organizatioesdanded by donors or Governments. BDS
providers may be called company, program and uigiit or individual who directly
provides BDS to SMEs. Also BDS providers might Hassified charity organizations,
personal firms designed for earning economic bgnefssified personal organizations and
etc. In addition BDS facilities can be offered lrganizations which specialize in a different
industry than of service provision but they stand them as division of a business deal
broader or trade to trade relationship (The Conamitof Donor Agencies for Small
Enterprise Développement, 2001).

Since Mathibe and Zyl (2011) clearly mentioned, iBess support programs have to provide
at least record all the training, monitoring ansstens that they offer to SMEs, also, Business
support programs have to record the successesadnce$ of the SMEs, and reasons why
SMEs are succeeding or failing. The reasons of SMisre that business skills and lack
managerial skills of entrepreneurs. Several of tdemot know how to write a business plan.
Business support programs have to provide trairimgoefore assisting financially the
entrepreneurs, in the case of those who do noepsdbe skills. Business support programs
ought to then guide and coach entrepreneurs fariagof at least two years after assisting
them financially. This will decrease the failuréerand increase the enterprise sustainability.
Moreover, the Committee of Donor Agencies for Sniatiterprise Development, (2001)
stated ; to enhance the presentation of minutep@rges to enter markets and their capability
towards the competition. Tactical services couldliftate the minute enterprise to recognize
the service markets system amenities, product pladch looking to get financing. The
operational services souk might already survivacesithere are huge of stipulate and
eagerness to shell out and go through these senlitdifference, the promotes intended for
tactical services for SMEs less developing thanatowbig businesses plus the SMEs
owners looking for the donors to provide BDS. Irseaf Yemen there is less of BDS
provided by MFIs, also there are government orgdigns provide BDS to SMEs but there
is less relationship between these institutions ifd to provide BDS to SMEs who get
financial support from MFIs to develop their busisae

Mahmood (2011) conducted a survey in micro-funding women involved in running their
own business in Pakistan, by using a sample siz87ofjuestionnaires from the side of
women seeking to get their business funded fromtée micro-funding institutions in
Pakistan. The finding showed that microfinanceitagsbns were given the recognition to
women for setting up their business. On the otlaedh 62% of women seeking to get their
business funded successfully set up their own gsimccording to the funds provided by
micro-funding institutions and 38% failed to use ttunds for the intended purpose. The
absence of proper guidance by micro-funding instiis measured an issue lead to a reduced
of number of women setting up their own busineggedding on the funds provided by the
micro-funding institutions.

Ellahi et al, (2010) studied the relationship between functibtslamic funding manner used
for development of SMEs, as well as independentabbes, fixed assets, current assets
financing, setup financing, business developmentices, and risk management, and their
relation with the intervening variable awarenesd wasllingness, as well as, their relation
with the moderating variable availability of Islaanmodes, the units of examination are
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personal minute and average enterprises lookinfjrfancing in the course of Islamic style,
the data was of 20 SMEs using Islamic financing esodnd 05 banks that offer Islamic
financing, Questionnaires were personally looked fou to regulate the removal of any
ambiguities whereas replying to them, this resedocimd that, the majority of SMEs use
their finances for car funding, system financingeational wealth, utensils, raw material
and other funding.

Hence, Mazanai and Fatoki (2011) concluded thectfeness of Business Development
Services providers (BDS) through experimental olsteon to advance the level of
admittance to the financial institutions for thos#o want to start-up their SMEs; the
sampled was 315 questionnaires distributed and t@ywas recommended sampled and it
is sufficient to be an acceptable delegate of tii@bitants target, the psychiatry of facts
integrated expressive figures, regression as welt@relation examination. The finding
showed that the majority of SMEs start-up has &gareness of the Business Development
services provided. In addition, the result poinded that set up SMEs who was attentive and
followed the BDS provides have been progressingegard to their admittance to the
financial debt. The study supposed to improve tiwaraness of the BDS to the start-up
SMEs.

While Mathibe and Zyl (2011) studied the impacthafsiness support services to minute,
intermediate and Micro Enterprises (SMMESs) in Sodfinica, the study conducted five
structured interviews with the management represeet of the five different business
support programs Free State province, the findnagcated that many SMMEs are aware of
business support program in the Free State andvare less informed as to where to access
finances, at the same time, it was found that sésibonsibility for business support program
appeared to be incompetent, and therefore, dgliwer quality services. From this study it
can be concluded that the entire program the gowvent-driven initiatives to develop and
support SMMEs struggle the most to become operatiofhe business support program
focused on markets to some degree, but it seldode rma inherent requirement.
Continuously, SMEs as the building blocks of eachnemy, these business entities are run
by fresh people who need consultation from the onioredits’ providers. To be able to
survive and grow and to have the ability to rephg money back to the banks and
microfinance programs. That is why the trade matuservices are one of the important
determinations to enhance the satisfaction of SM&sers and drive them to a fruitful
interaction with the program provided. Finally, titerature of Islamic microfinance system
as well as the conventional microfinance systestilislacking the investigation of the role of
BDS. The purpose of this cram is to fill up thissfiure in the journalism by expanding the
knowledge from this point of view by emphasizingtbe importance of SMEs to the overall
economic development.

2.3. Perceived Benefits and SMEs Owners’ Satisfiacti

Heaney and Goldsmith (1999) establish that thereans optimistic association amid
information search and apparent advantage of bgrdenvices. Therefore, consumers looked
for more study material when they alleged benefitd the material have receiving would
promote their hunt course.
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Besides, Punj & Staelin 1983 and Srinivasan & Ratch(1991) established to facilitate that
high-quality deals and buys and charge saving speds were considerably optimistically
correlated to study material hunt for automobilBlsis is shown that a parallel association
amid services and supplies, demonstrating thantslievill go to hunt for traditions to
distinguish and conclude choices of services iy theel that the study material can assist
them in doing so (Schmidt & Spreng, 1996).

Generally, the apparent settlements are apprectatedigment the contentment of patrons
concerning the BDS provided. Besides, the eleviitecpparent profit the elevated outcome
of the business development practices on the pEitcomtentment. This study will examine
perceived benefits as a moderate and mediate @nealthe relationship between BDS and
satisfaction of SMEs owners.

2.4. Hypothesis Development

H,. There is a positive and significant relationshgtween business development service
provided by IMFI and SMEs owners’ satisfaction.

H,.There is a positive and significant relationshigtween business development service
provided by IMFI and Perceived benefit.

Hs. There is a positive and significant relationsbgtween Perceived benefit and SMEs
owners’ satisfaction.

Hs. The effect of perceived benefit has a moderatohg in the relationship between business
development services provided by IMFI and SMEs aw/rsatisfaction.

Hs. The influence of perceived benefit possesses dididen role in the relationship between
business development services provided by IMFISEES owners’ satisfaction.

3. Research Methodology and Framewor k

3.1. Research Framework

According to the details of the literature revielat mentioned before, this framework
designed to investigate the relationship in thisgpra

Business
Development 7y
Services providec

»] SMEs Owner’s Satisfaction

Perceived benefits

Figure 1. Research Framework
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3.2. Measurements of Instruments

The measurements of Business Development SenBi2S)Wwere taken from the associated
researches in the financial sector related to #tisfaction literature of customer. Moreover,
the study used deployed measure and it has been tadm (Ellahiet al, 2010; Mazanai &
Fatoki, 2011). The measurement related to perceperefits was replicated from (Heaney
and Goldsmith, 1999) and the overall satisfactiosasure was taken from (Angelova and
Zekiri, 2011).

3.3. Population and sampling

Since, the impact of BDS is analyzed in this stymlgvided with the help of Islamic
financing scheme to SMEs owners’ satisfaction im¥a. The populations of this study are
the owners of small and medium enterprises (SME) miake transactions with institutions
of Islamic Micro financing system which account 341SMEs at the end of 2010. The
sample data were gathered from the owners of sandlilmedium enterprises (SMES) located
in Yemen with the help of self administered questare. A total of 532 questionnaires were
distributed, respondents were 346 out of which 3&fe utilized for the purpose data
analysis. Moreover, SME will be a unit of analysis.

4, Resear ch Results Discussion
4.1. Testing the Measurement Model Outer Model @BIbS Approach

With the help of PLS (partial least square) proceduhich is Structural Equations Modeling
SmartPLS 2.0 was used for the purpose of develogiageliability prior to the model is
evaluated and also PLS used for hypotheses tested.

Figure 2.The Research Model
4.2. The Construct Validity

The Construct Validity related to the measure geterthe extent at which the items generated
for the purpose of measuring a construct can aptepy measure the concept they were
designed to measure (Hait al, 2010). To be more specific, the total items glesd for the
purpose of measuring a construct must load highetheir respective construct than their
loadings on other constructs. Clearly, the resuiticated the construct validity of the
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measures used as illustrated in two ways.

Firstly, the items shows high loading on their edjfve constructs when compared to other
constructs. Secondly, the item loadings were dmpmtly loading on their respective
constructs confirming the Construct Validity rethte the measures practiced in this study as

depicted in both (Table 1 and Table 2) (Chow & C008).

Table 1. Loading and Cross-Loadings of the items

Constructs ltems BD (OK) PB
BD38 0.766 0.543 0.467
BD39 0.829 0.572 0.481
BD40 0.835 0.595 0.449
Business Development Services| BD41 0.764 0.490 0.391
BD42 0.788 0.517 0.454
BD43 0.747 0.475 0.408
BD44 0.667 0.423 0.389
0s51 0.465 0.730 0.547
0S52 0.555 0.808 0.522
Overall Satisfaction 0S53 0.523 0.802 0.480
0S54 0.598 0.833 0.561
0S55 0.469 0.718 0.478
Perceived Benefits PB46 0.394 0.428 0.740
PB47 0.428 0.436 | 0.773
PB48 0.392 0.439 | 0.709
PB49 0.503 0.599 | 0.690
PB50 0.345 0.507 | 0.680
Table 2. T value results
Constructs ltems ) Standard
Loadings Error T Value P Value
BD38 0.766 0.012 16.118 0.000
BD39 0.829 0.011 18.493 0.000
BD40 0.835 0.009 22.596 0.000
Business Development Services | BD41 0.764 0.009 18.279 0.000
BD42 0.788 0.009 19.967 0.000
BD43 0.747 0.010 17.507 0.000
BD44 0.667 0.013 12.349 0.000
Overall Satisfaction 0S51 0.730 0.013 19.284 0.000
0S52 0.808 0.012 22.929 0.000
0S53 0.802 0.011 22.122 0.000
0S54 0.833 0.014 21.226 0.000
Perceived Benefits 0S55 0.718 0.013 18.015 0.000
PB46 0.723 0.016 16.256 0.000
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PB47 0.778 0.017 15.087 0.000
PB48 0.715 0.023 14.586 0.000
PB49 0.710 0.019 14.036 0.000
PB50 0.686 0.036 18.805 0.000

4.3. The Convergent Validity

As showed in Table 3 the composite reliability wasun a range of 0.845 to 0.912 which
exceeds the pre-set value i.e. 0.7 (Fornell & Larck981; Hairt al, 2010). As well as, the
AVE (average variances extracted) values rangiogn 10.523 to 0.608 is trying to illustrate a
good level of construct validity related to the diseeasures (Barclagt al., 1995). The
convergent validity of the remaining model is comid from these outcomes.

Table 3.Convergent Validity Analysis

Constructs ltems Cronbach's
Loadings Alpha CR AVEP
BD38 0.766
BD39 0.829
BD40 0.835
Business Development Services | BD41 0.764 0.886 0.912 0.597
BD42 0.788
BD43 0.747
BD44 0.667
0s51 0.730
0S52 0.808
Overall Satisfaction 0S53 0.802 0.838 0.885 0.608
0S54 0.833
0S55 0.718
PB46 0.723
PB47 0.778
Perceived Benefits PB48 0.715 0.773 0.845 0.523
PB49 0.710
PB50 0.686

a: CR = E factor loading) / {(X factor loadingj) + £ (variance of error)}
b: AVE =X (factor loading)/ (= (factor loading) + £ (variance of error)}
4.4. The Discriminate Validity

The definition of discriminate validity is the erteat which a set of items possess the
efficacy to distinguish one construct from otherefiefore, the shared variance of construct is
supposed to be greater if compared with the shaaddnce of other constructs (Compeau et
al., 1999). A criteria was suggested by Fornell dmdcker (1981) for the purpose of

evaluation of the discriminant validity. Like densbrated in in Table# 4, the sqaure roots of
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AVE ( avergae variance extracted) are being consttidiagonal elements and the varaible
correlation is given below the diagonal elemenfsthe diagonal elements are being
considered higher than the elements in other @fahal in their related colums and rows
then we can make the comparison and assume thendisant validity. Moreover, the
outcome of the correlation matrix explained in &l make sure the confirmance of
discriminant validity.
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Table 4. Correlations and Discriminate Validity

Constructs 1 2 3
1) Business Development Services 0.773
2) Overall Satisfaction 0.672 0.780
3) Perceived Benefits 0.564 0.665 0.723

4.5. Predictive Relevance of the Model

The study findings related to the quality of préidic of the model, as illustrated in Table 5

indicated that the redundancy (cross-validatedteel to Perceived Benefits and satisfaction
were 0.240 and 0.412 respectively. And the Crosslded Communality value was 0.500

and 0.678&espectively. These values are more than zeroatidg an adequate predictive

validity of the model based on the criteria mengidiy Fornell and Cha (1994).

Table 5: Prediction Relevance of the Model

Cross-Validated Cross-Validated
Endogenous R Square .
Redundancy Communality
Perceived Benefits 0.504 0.240 0.500
Satisfaction 0.623 0.412 0.678

4.6. (GoF) Goodness of Fit of the Model.

Dislike CB-SEM, PLS-SEM has only one measure ofdy&ss of fit which was defined to be
the global fit measure by Tenenhaetsal (2005). It is the geometric mean of the average
variances extracted and the averagéoRthe endogenous variables as given in thevitig
formula

Gof = ;'(F X AVE) (1)

Particularly, the GoF value of this model was fouadoe 0.608 which is considered large
when compared to the baseline values suggested diyeWet al., (2009) (small =0.1,
medium =0.25, large =0.36). The results showed tha@tmodel goodness of fit measure
based on the average variance explained is largghwidicate an adequate level of global.
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Figure 3 Path Coefficient Result (Beta)
PB: Perceived Benefits

BDS: Business Development Services

OS: SMEs Owners’ Satisfaction

4.7. The Structural Model and Hypothesis Testing

After the measurement model has been establishedeixt step was to test the hypotheses of
the study by running PLS Bootstrapping in SmartRL( the cases was 320 and the samples
generated was 500. The results were reportedfgume 2, Figure 3, and Figure 6.

oo J[ oewr |[ vous |[ 7o |[ vsm0 |
S TN
‘H_rf.:l N'JJI' 1‘!.-739 re_g.‘id ;l-.__j-l-f"f

#

Y lI.' e

=]
.
e .
- 1 O
12008 b
Boas .1H: o 1.012 .
BEAS ~ -~ a H‘H Lok
L Py . ETPT S m—
i “"L*I;: . e e |
: AT~ 2 4 3 —
Hinlcind Ly 155 W L
; _ R e
31,648 — o,
— 05 fa
gz ) e z H"‘I

— i
- - P | osss
B3

Figure 4.Path Coefficients T values
PB: Perceived Benefits

BDS: Business Development Services
OS: SMEs Owners’ Satisfaction
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Table 6 .The Results of the Hypothesis Testing
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Path Standard
Hyp No Hypothesis Coefficient Error T Value P Value Decision
BDS ->
) ) 0.256*** 0.224 1.969 0.025 Supported
Hy Satisfaction
BDS -> Perceived
i 0.579*** 0.045 12.809 0.000 Supported
H, Benefits
Perceived Benefits
. ) 0.322%** 0.129 2.487 0.007 Supported
Hs -> Satisfaction

***:p<0.001;**:p<0.01

As illustrated in Figures 2, 3 and Table 6 BDS hgsositive and significant effect on the
perceived benefits at the 0.001 level of signifea=0.309, t= 1.852, p<0.001). The results
also show that perceived benefits have a positesignificant effect on the satisfaction of
customers at the 0.001 level of significangeQ.336, t= 2.728, p<0.001). Similarly, the BDS
has a positive and significant effect on the lewadsatisfaction of IMFI customers at the
0.001 level of significance f€0.564, t= 13.287, p<0.001). Therefore, these ltesu
supported the hypotheses of the studyH, and H as developed in the study.

4.8. Testing the Mediating role of Perceived Bdsefi

To test the mediating effect of the perceived biénhem the relationship between service
quality and satisfaction, the PLS bootstrappingpadgm was run to estimate the indirect
effect among the variables. The results obtaindtussrated in Table 7 show that the service
quality directly and indirectly affects significagntthe satisfaction of the customers at the
0.001 level of significance with indicatof$=<0.751, 21.308, p<0.001) angH0.237, t= 4.417,
p<0.001) respectively. It can also be concluded pleaceived benefits is a partial mediator
between service quality and satisfaction carrying) @ 32%, as a Variance Accounted for
(VAF), of the influence of service quality with gdaction. This result supported the that
was hypothesized in the study regarding the meudjagffect of the perceived benefits.

Table 7. Mediation Analysis Results

Hyp. ) o Standard| T P o
Hypothesis Path Coefficient Decision
No Error Value | Value

a*b C c'

Perceived Benefit$
mediates the
Hy relationship between 0.237*** | 0.751** | 0.496** | 0.054 | 4.417| 0.000
the BDS and
satisfaction

Partial
Mediation

4.9. Testing the Moderating Effect of Perceiveddiesn

In testing the moderating effect of the perceivedddits on the relationship between the BDS
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and satisfaction, the interaction variable was arath The results in Table 8 showed that the
moderating effect was not supported as the interastariable introduced was insignificant
(p=0.19, t= 0.772, p>0.05). The results showed tmatt regarding the moderating effect of
perceived benefits on the BDS and satisfactiortioglship was not supported.
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Table 8. Moderating effect results

Path Standard
No Hypothesis Coefficient Error T Value P Value Decision

Perceived Benefits
Moderates the relationshi
Hs 0.251 0.248 1.012 0.156 Not Supported

between BDS and

satisfaction

5. Conclusions

To investigate the effects of BDS provided by thkarhic Finance banking in Yemen on the
satisfaction level of the small business owners thasforemost purpose of the study. SMEs
are the building blocks of each economy, thesenlegsi entities are run by fresh people who
need consultation from the micro credits’ providélis be able to survive and grow and to
have the ability to repay the money back to thekbaand microfinance programs. That is
why the BDS are one of the main causes to enhdreadtisfaction of SMEs owners and
drive them to a fruitful interaction with the progd program.

The effects of BDS on the satisfaction level andc@iwed benefits were confirmed in this
study. The hypothesis was supported in the reanlisconfirms that BDS is quite important
for bringing satisfaction in customers as well@&édep the high level of perceived benefits.
With the entire hypothesis testing, the partial ragon of the perceived benefits on the
relationship between the BDS and satisfaction iss @onfirmed in the statistical results.it
gives evidence that the satisfaction of the custencan be directly as well as indirectly
through enhancing the level of perceived benefits affected by the high level of BDS
provided. Otherwise there is no moderating effdcperceived benefits on the relationship
between BDS and satisfaction. The results can Ipaed in a sense that the Islamic
Microfinance benefits of dealing are not highly geved and recognized. But in a term of
variable the perceived benefits were found to lierdenant customer satisfaction.

The next study could be recognize in other vargalbiat effecting the level of SMEs owners’
satisfaction to improve the services provided byFIMepending on the perceived benefits
and BDS that provided by Islamic Microfinance Ihgions. And to see what is the problems
faced SMEs sector that makes their contribution¥@meni GDP only 07.1 %, since they
account 99.9% from all businesses in Yemen. Therajheat value if some more factors are
to be added to examine the SMEs owners’ satisfactior instance the critical factors
affecting the level of customer satisfaction suslservice equality and easy financing access.
Since the small businesses needs of consultantiifemeent from those of bigger businesses,
the business growth may moderate as an infludiaitébr of the satisfaction level. The results
of the paper might be very significant for acadesraad Islamic bankers as well in order to
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make the Islamic Microfinance system compatiblepppr and keep on working the
customers should be the main focus on partnergredinputs to achieve continue service
improvements should highly incorporate.
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