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Small and medium-sized enterprises (SMEs) in tourism and
hospitality settings have considerable responsibility for
Egyptian economic growth. However, there is a difficulty
that SMEs have in accessing the financial system. Based on a
shortage in latent studies investigating several issues related
to financing tourism and hospitality SMEs in Egypt, the
current study filled this research gap and explored the
obstacles that small investors and local people are facing.
The current study investigated the importance of the
originality of tourism and hospitality products, and services,
and uncovered the significance of establishing an Egyptian
tourism bank for SMEs. Additionally, it developed a causal
model that included novel relationships and examined them
in the context of Egyptian tourism and hospitality SMEs. A
total of 500 questionnaires were distributed to a random
sample of SMEs owners who are enrolled in Micro, Small,
and Medium Enterprises Development Agency (MSMEDA),
the official umbrella of micro, small, and medium projects in
Egypt. The number of valid questionnaires was 316. The
results indicated that financial institutions do not have a huge
willingness to finance tourism and hospitality SMEs. Local
people, small investors, and manufacturers need subsidies
from the government and assistance to get authentic raw
materials to be more able to present original products. There
is a problem concerning getting the required loans, and the
provision of guarantees. Decision-makers in the Egyptian
tourism and hospitality sectors should give more support to
SMEs that present authentic products and services reflecting
the identity, customs, and traditions of the host community.

Introduction

The tourism and hospitality industries in Egypt are significant sectors in terms of their
contribution to the economic growth of the country; additionally, they are fragmented
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business activities. During the past few years, the Egyptian tourism and hospitality
settings registered a strong drop affecting different economic sectors. However, it
lately started to regain according to economic and governmental reports. A noticeable
percentage of the tourism and hospitality activities is prevailed by small-medium
enterprises (SMEs) (Ramzy, 2020). SMEs are one of the most important leading
instruments for the tourism and hospitality industry (Ghazi, & Ammar, 2018).
Providing a steady business environment is needed for these business components
because they supply the country's economic development, job opportunities, and a
notable resource of tax generation (Khokhobaia, 2019).

Presenting local products and services, related to the heritage and culture of a specific
destination contributes as a source of national income and improves the living
conditions of the local people. The heritage activities attract a larger number of
tourists, increase revenue, create job opportunities, and boost exports of antiques and
handicrafts, in addition to encouraging local and foreign investment in those areas
(Greffe 2004; Al-Shamy 2021). Mohamed et al. (2020) confirmed that besides
handicrafts and souvenirs, Egypt has rich food culture indicating the unique
authenticity of the country, and a food civilization rooted back to 5,500 years ago or
earlier. The Egyptian food experience is a great approach to conjure tourists’
connections with Egypt’s exceptional history, and they typically spend about 40% of
their travel budget on food.

There are different SMEs in both the tourism and hospitality industries. In the tourism
sector, they are distributed across three main industry groups: recreation and
entertainment, transportation, and travel services (Pierce, 2011; Ghazi, & Ammar,
2018). While in the hospitality sector, they are represented in restaurants, and SME
hotels as accommodation facilities (Rosenfeld 2008; Ghazi, & Ammar, 2018). In spite
of the significance of SMEs, working in the tourism and hospitality sectors in Egypt,
they are facing real obstacles: the weak fund, and decreased support, and the inability
to get loans. Moreover, they are competing with international companies that produce
non-original products and services. Although local craft products or local souvenirs
gain attention, such souvenirs are eventually imitated by the non-original producers or
even replaced by imported products (Soukhathamma vonga and Park 2019). Tourists
are attracted to these non-original products and services because of their cheap price
and their attractive appearance, moreover, the non-ability of tourists to distinguish
between original and non-original products.

Obtaining the required fund is one of the most vital elements for SMEs’ growth;
nevertheless, in many cases, they have obstacles obtaining the financing they need.
Finding financing can be in particular challenging for SMEs in the tourism and
hospitality industry because they are often seen by financial agencies as relatively
risky compared to SMEs in other industries (Council of Tourism Associations of
British Columbia, 2006). According to consultations with tourism business owners in
Ontario, one of the most significant impediments to improving, modernizing, and/or
expanding operations for businesses in tourism industries—particularly for SMEs—is
the availability of financing (Ontario Tourism Competitiveness Study, 2009).
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There is a shortage in previous studies investigating several issues related to financing
SMEs in the context of tourism and hospitality industries in Egypt. There is a need to
explore the importance of financing and presenting subsidies and guarantees to the
investors for establishing tourism and hospitality SMEs in Egypt and investigate the
role of supporting these projects in enhancing the originality and authenticity of local
tourism and hospitality products and services. The current study intends to fill gaps in
latent literature by shedding light on the value of tourism and hospitality SMESs in the
Egyptian destination, uncovering the obstacles that SMEs owners and local people are
facing to get loans and guarantees, examining the importance of the originality of
tourism and hospitality products, and services, exploring the significance of
establishing an Egyptian tourism bank for SMEs. The research hypotheses are as
follows:

H.1: There is a significant relationship between the provision of subsidies and
originality.

H.2: There is a significant relationship between the provision of guarantees and
originality.

H.3: There is a significant relationship between the provision of loans and
originality.

H.4: There is a significant relationship between originality and demand for authentic
local tourism products.

Literature Review

1. Small and Medium Enterprises in Tourism and Hospitality Industry

It is essential to understand the meaning of small and medium-sized enterprises
(SMEs). Although The World Bank (WB) continues to have no definition of what an
SME is because the meaning of SMEs varies depending on country standards, the
International Finance Corporation (an international financial institution which is a
member of the world bank group) uses a common standard definition. The
International Finance Corporation declared that the small business includes from (10)
to (49) employees, and its total assets and annual sales ranged between (100)
thousand and less than (3) million dollars. However, the medium project incorporates
(50) to (300) employees and its total assets, and annual sales are not less than (3)
million and do not go above (15) million dollars (World Bank Group 2019).

In Egypt, based on the Medium and Small Enterprises Development Law (1), Article
One of Law No. 152 of 2020 defines medium projects as each established industrial
project its invested capital is (5) million pounds and does not exceed (15) million
pounds. Or every newly established non-industrial project, its invested capital is (3)
million pounds and does not exceed (5) million pounds (Small, Medium, and Micro
Enterprise Development Law, 2020). As for small projects, the sixth paragraph of the
law defines them as each established industrial project its invested capital is (50)
thousand pounds and less than (5) million pounds. Or every non-industrial project, its
invested capital, is (50) thousand pounds and less than (3) million pounds (Small,
Medium and Micro Enterprise Development Law, 2020).
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SMEs in tourism and hospitality settings have a substantial role in economic
development and progress, especially in developing countries (Peric et al., 2009).
Tourism and hospitality SMEs improve a country's worldwide image, facilitate local,
regional, and national sustainability, and participate in overall economic growth
(Peric et al., 2009; Sit et al., 2020). They are important economic activities, and their
growth can contribute significantly to economic development strategy, which
improves the quality of life for the societies, particularly in developing territories
(Carrillo-Hidalgo & Pulido-Fernandez 2016). They create new job opportunities,
directly and indirectly, generate foreign exchange, increase revenue, contribute to
poverty alleviation, and provide opportunities for related smaller businesses (Dar &
Mehta 2014; Elgarhy & Salem 2020). Additionally, they encourage residents to use
geography, history, nature, and intangible assets such as cultural cuisine and customs
to attract visitors and investors (Mann 2020). In Egypt, Eragi (2007) confirmed that
tourism and hospitality projects increase the national income and create jobs for the
Egyptian local people. In Egypt, the improvement of SMEs is one of the major World
Tourism Organization strategies that can be utilized to improve overall tourism and
hospitality development indicators and enhance the quality of the standard of living of
the Egyptian local people (Eraqi 2007).

Even though tourism and hospitality industries can positively influence the economic
situation of a country or region, there is a difficulty local tourism businesses have in
accessing the financial system (Carrillo-Hidalgo & Pulido-Fernandez 2016). Tourism
and hospitality projects need investments to start and improve the business (Teker and
Teker 2012; Das and Ghosh 2014; Vujovic and Arsic 2018; Sit et al., 2020; Mann
2020), such as depending on debt with high-interest payments (Diaz and Kien 2019).
They require finance depending on various alternatives for tourism financing like
government assistance, private sector participation, institutional finance, private
source of finance, foreign investment and financing by Inter-Governmental
organizations (Das and Ghosh 2014).

2. Financing Small and Medium Enterprises in Tourism and Hospitality Industry
Financing tourism and hospitality projects are looking for one or more investment
alternatives (such as debt and equity) with reasonable interest rates and set criteria to
assess the project's financial needs (Diaz and Kien 2019). The financing of SMEs in
tourism and hospitality is crucial and essential, as it enables them to establish
themselves, expand, and be open to new business sectors (Carrillo-Hidalgo & Pulido-
Fernandez 2016). Among the most prominent areas of investment in tourism and
hotel SMEs are investment in accommodation and catering services, investment in
tourism transport, investment in tourist entertainment and investment in tourism
companies (Mounir et al., 2018).

There is a need to pay attention to facilitating procedures for obtaining appropriate
financial support to finance SMEs in the tourism and hospitality industry with the
necessity of coordinating with financial institutions by signing memoranda of
cooperation and providing other investment incentives for them (Mounir et al., 2018).
Specifically, enabling financing hospitality and tourism projects enable families with
limited resources to have a new source of income that helps them improve their
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quality of life, which ultimately benefits both the development and reduction of
poverty in the country (Diaz and Kien 2019). Hence, it is essential to enable access to
financial services for people to ensure the development of an economy and achieve
financial inclusion for most of the population, regardless of their condition (Carrillo-
Hidalgo & Pulido-Fernandez 2019).

Researchers confirmed that the sources of finance vary, and they divided them into
internal and external sources, private and public sources, and local and international
sources. First, the internal financing sources is the owner contribution; while external
financing sources are such as funds from the family, friends, and the capital market
sources such as companies, investment funds, development and investment banks,
insurance companies, and equipment manufacturers (Badulescu et al., 2015; Vujovic
and Arsic 2018). Second, private and public (governmental) investors finance SMEs
and have a crucial role in tourism development (Dar and Mehta 2014); however, they
have different aims and do not seek the same results. Private investors seek
profitability (although this is not always the case), but public investors seek economic
development for the country (Bodlender 1982). Third, according to local and
international sources, Bodlender (1982) declared that local authorities are national
banks and other project financing institutions, while international financial institutions
are regional development banks and international aid institutions.

Egypt's most important local government financing institutions are the National Bank
of Egypt, Bank Misr, and Banque Du Caire. The National Bank of Egypt
implemented 32 projects in the tourism industry (Helmy et al., 2017). In comparison,
Bank Misr is a partner in 208 tourism projects owned by the country. Banque Du
Caire is a pioneer in funding Small and Medium Enterprises (SMEs) and
microfinance projects (Helmy et al., 2017). According to IFIs, most of them are
financing tourism and hospitality projects, as they consider it a means to achieve their
goals (Carrillo-Hidalgo & Pulido-Fernandez 2016).

The most popular and primary sources of funds for financing tourism and hospitality
projects are own funds in the form of shares (share capital) and other assets in the
form of loans (Vujovic and Arsic 2018). The researchers focused on bank loans which
have benefits over equity capital. Bank loans mean crediting partnership; therefore,
the investor (the creditor) only has a right to payment and does not have the right to
vote like the case of equity capital (Mujovic and Arsic 2018). Furthermore, financing
from loans is cheaper than from equity capital. On the one hand, in loans, the tax
amount is deducted from the net profits; on the other hand, payments to investors are
made from the net profit already taxed (Vujovic and Arsic 2018). Accordingly, bank
loans have become the most common source of financing tourism and hospitality
projects (Sit et al., 2020).

3. Obstacles of Financing Small and Medium Enterprises in Tourism and
Hospitality Industry

Most SMEs in the tourism and hospitality industries face several obstacles to

obtaining the required financing, especially in developing countries. Financial

institutions (mainly banks) are generally unwilling to finance SMEs because they
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neglect the market segment with lower capacity, consisting of SMEs and the poorest
households (Carrillo-Hidalgo & Pulido-Fernandez, 2019). The high-interest rate and
shorter loan maturities make the firms' access to finance more complex and more
expensive (Badulescu et al., 2015). In Egypt, Elgarhy and Tamam (2020) summarized
the main difficulties of financing SMEs as follows: strictness in the request for
guarantees, the problem of approving the granting of loan collateral to projects that do
not have sufficient assets, or the amount of the loan is insufficient, especially in
projects that require special equipment, and lack of a grace period to pay the loan
installments in times of tourism crises due to the stagnation of tourism movement or
in the absence of distribution channels for the sale of products, as well as labor and
operating costs.

Several negative consequences occur based on the lack of financing as a common
challenge hindering the development of tourism and hospitality settings. SMEs are
excluded from the current financial system, making it difficult for those SMEs to
carry out an activity, resulting in several popular destinations slowly dying (Diaz and
Kien 2019). Specifically, local people such as women and youth can provide local
products that express the Egyptian cultural heritage, but they need financial support to
be able to gain access to economic opportunities and basic living conditions, and their
quality of life (Akama and Kieti 2007; Carrillo-Hidalgo & Pulido-Fernandez, 2019).

Many developing countries that lack funds seek financial aid from international
financial institutions (IFIs) (Bodlender 1982). However, IFls provide big financing
projects such as infrastructure and concessional finance to local intermediary banks to
view optimistic private-sector developers (Mann 2020). In high-income economies,
94% of adults have a bank account; however, this percentage drops to 63% in
developing economies. Moreover, in developed economies, more than 50% of
borrowers turn to the formal financial system; this rate drops to less than 20% in
developing economies, where people borrow from relatives or friends (Carrillo-
Hidalgo & Pulido-Fernéndez, 2019).

Attya (2021) explained the obstacles of financing SMEs in Egypt declaring that the
larger the size of the project, the greater its access to financing. More than 75% of
small and micro enterprises never apply for bank loans and depend on self-financing.
Most small businesses that seek bank financing are rejected. Attya (2021) further
declared that that the Egyptian government has provided many financing initiatives
through the Social Fund for Development, or through the Small and Medium
Enterprises Development Authority, especially in the wake of the emergency crisis
caused by the exposure of the international community to the Covid-19 pandemic, to
alleviate the severity of its adverse effects. Additionally, the diversity of programs
and initiatives directed at these projects exceed (40) programs under the governmental
and non-governmental organizations, the Social Fund for Development, the Central
Bank, and other banks. However, these initiatives did not achieve practically a
complete solution to the financing problems of this type of project. A small
percentage of SMEs are those that have proven to benefit from these programs.
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Financing is a key element in tourism investment operations and its ease.
(Abdelhamid 2021). In Egypt, there are difficulties in financing tourism activities, as
banks do not want to finance tourism projects even if the rate of self-financing to
loans is acceptable according to general standards. This is due to the banks' fear of the
high level of risks in tourism projects and their preference for lending local business
owners for import and export operations (Abdelhamid 2021). Attya (2021) declared
that the Egyptian government has focused on SMEs and considered them a crucial
element in the national priorities and has a role in achieving economic stability. Attia
(2021) also emphasized that the significance of spreading the culture of SMEs,
especially among youth and those returning from long business trips abroad, who are
looking for serious investment opportunities. This spread will not be achieved without
being accompanied by a tangible demonstration of the active role, aid, and facilities
that the government can provide to support the work of these projects. Besides,
announcing the efforts made to overcome all the obstacles they could face, especially
in the early stages of the enterprise.

4. Financing and Originating the Tourism and Hospitality Local Products and
Services in Egypt

The intangible cultural heritage represents a part of the national and human memory
that should be documented and protected from loss because it is a spiritual or moral
heritage, and neglecting in preserving it leads to gradually being forgotten and losing
its peculiarities and identity (Al-Shamy 2021). Intangible cultural heritage is the
orally transmitted and expressed by languages, dialects, customs, traditions, rituals,
beliefs, folk practices, festivities, popular and religious holidays, professions, crafts,
games, proverbs, folk tales, orally transmitted poems, singing, music of all kinds,
performing arts, folk dance, practices, forms of expression, knowledge, skills, the
associated artifacts, and cultural places (Al-Shamy 2021).

In tourism and hospitality settings, souvenirs (such as handicrafts) and the designs of
hotels’ buildings which are harmonized with their surroundings (Rosenfeld 2008) are
an important intangible cultural heritage that reflects the history and can hold the
values of heritage (Ona and Solis 2017). In Europe, typical cultural heritage includes
festivals and events, banquets, music, theatre, shows, village and rural life (e.g. farms,
Sunday markets), gastronomy, general sightseeing, village buildings, historic and
religious monuments (Rosenfeld 2008). In Egypt, Cultural heritage contributes to
strengthening the identity and belonging of Egyptian cultural heritage in the hearts of
Egyptians, and there is a need to promote and market heritage products and crafts (Al-
Shamy 2021).

Presenting local products and services, related to the heritage and culture of a specific
tourism destination for sale contributes as a source of national income and improves
the living conditions of the local people. The heritage activities attract a larger
number of tourists, increase income, create job opportunities, and boost exports of
antiques and handicrafts, in addition to encouraging local and foreign investment in
those areas (Greffe 2004; Al-Shamy 2021). Traditional artifacts represent a
fundamental part of a community’s culture; specifically when there are made by local
people and made of local raw materials (Ona and Solis 2017). Selling local products
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substantially impact on the economic growth of tourism destinations, deliver
additional income to communities, and generate employment and state revenues
(Kastenholz et al., 2016). Handicrafts are a significant aspect of creative expression of
the local community, closely tied to its way of life (Ona and Solis 2017). The
purchase of local products and services such as: traditional food; handicraft; silk
carpets; textiles and silver has a significant role in engaging tourists with the culture
of the destination, stimulating the development of a favorable destination image
(Jimura 2011; Kastenholz et al., 2016), affirming the national identity and promoting
solidarity (Greffe 2004), and achieving a high quality of life for local people (Eraqi
2007).

Mohamed et al. (2020) confirmed that besides handicrafts and souviners, Egypt has a
rich food culture which indicates the unique authenticity of the country, and a food
civilization rooted back to 5,500 years ago or earlier. The Egyptian food experience is
a great approach to conjure tourists’ connections with Egypt’s exceptional history,
and they typically spend about 40% of their travel budget on food (Mohamed et al.,
2020). Egyptian food differentiate and distinguish the Egyptian destination along with
other cultural and natural resources, as BBC reported (Mohamed et al., 2020).
Finally, the food image of a particular destination can potentially create a unique
“brand” that can enforce the competitive advantage of the destination (Mohamed et
al., 2020). In Egypt, the focus was on the intended part only, such as buildings and
monuments, but there is also an intangible heritage such as traditional and popular
cultural dimensions, crafts and local products that need more intention (Al-Shamy
2021). It is necessary towidely promote heritage handicraft products located in
historical areas, such as holding exhibitions, celebrations and international festivals,
as well as promoting cultural and heritage sites and adoptg global strategies for
awareness of the Egyptian cultural heritage actual value and emphasizing tangible and
intangible heritage (Al-Shamy 2021).

Souviners related to culture and heritage made by local people with local raw
materials are unique and authentic and present an authentic experience to the tourists
(Nagarjuna 2015). Authentic souvenirs need to integrate culture and history to
represent the destination identity, to be handmade and have a unique, attractive
presentation, and to require local-specific skills of local artists or recognisable person
for craftsmanship (Soukhathammavong & Park 2019). Latent studies confirmed that
tourists are likely to avoid buying souvenirs which, in their view, are lacking
authenticity, even when prices are cheaper, if they found the authentic alternatives
(Soukhathammavong & Park 2019). Authentic souvenirs include uniqueness and
originality, workmanship (handmade), aesthetics, function and use, cultural and
historic integrity, craftsmen and appealing material, and product identification
(Soukhathammavong and Park 2019). The present social and economic environment
has become interested in emphasizing the originality and quality of products in a
globalised environment where things lose their novelty and there is serious difficulty
due to competition at both the national and international level (Greffe 2004).

Local people are usually not engaged in tourism or hospitality product development
and derive minimal gains from the tourism industry while bearing many of the costs
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(Akama and Kieti 2007). In spite of the significant contribution of local people in
saving the cultural heritage, they are represented as key players in supporting the
offered authentic tourism and hospitality products and services, especially those
related to culture and heritage, they always feel excluded from participation in
tourism activities (Bichler 2021). Further, there is a gap between local people and
tourists and when local craft products or local souvenirs gain attention, such souvenirs
are eventually imitated by non-original producer or even replaced by imported
products (Soukhathammavonga and Park 2019). Furthermore, the development of
small and medium sized handicrafts businesses that focus on locally themed and made
items, support restaurants, hotels, souvenirs, shopping (Rosenfeld 2008). Moreover,
improve the level of artisans' skills in local traditions and the involvement of high-
quality craftsmen/producers (Soukhathammavon and Park 2019).

Based on the previous discussion, the following hypotheses are proposed, Fig (1):
H.1: There is a significant relationship between the Provision of subsidies and

originality.

H.2: There is a significant relationship between the Provision of guarantees and
originality.

H.3: There is a significant relationship between the Provision of loans and
originality.

H.4: There is a significant relationship between originality and demand for authentic
local tourism products.

Provision of Subsidies H1

H2
Provision of Guarantees the originality
H3
Provision of loans H4
r
Demand for
Authentic

Local Tourism
Products

Fig.1. The proposed Research Model

3. Methodology

The current study adopted the questionnaire survey as the most suitable data
collection method for large sample sizes. Among the various methods of the
questionnaire survey, a web-based questionnaire survey has efficiency in providing
researchers with unique features, format options, and other visual and functional
advantages such as including screening questions help in excluding unqualified
respondents and assure the anonymity of the respondents which help in collecting
high-quality data.

1. Sampling
The current study took into consideration various data collection actions and sample
characteristics. As the focus was on testing relationships related to financing SMEs in
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the tourism and hospitality industry, and the originality and demand for authentic
local tourism and hospitality product. A total of 500 questionnaires were distributed
to a random sample of SMEs owners who are enrolled in Micro, Small, and Medium
Enterprises Development Agency (MSMEDA), the official umbrella of micro, small,
and medium projects in Egypt. 316 copies were collected with a response rate of
(63.2%).

The characteristics of the participants were as follows: most of them were male
(61.39%); where the female respondents were (38.60%). The majority of respondents
were between the ages of 21 and 30 (46.5%) and between the ages of 31 and 40
(41.9%). The minority of respondents were between the ages of 41 and 50 and
between the ages of 51 and 60 (5.8%) for both. More than 50% of the participants
were considered medium-sized enterprises owners (capital from 3 to 5 million
pounds), whereas (42.3%) of them were considered small-sized enterprises owners
(capital from 50 thousand pounds to less than 3 million pounds). As for the business
activities of the participating SMEs owners, car rental (22%), ceremony organizing
office (17%), Bazar (13)%, restaurant (39%), and Coffee (9%). Regarding the type of
project ownership, partnership (58.2%), solo proprietorship (37.7%), and franchise
(4.1%). When it comes to the age of the SMEs of the respondents, it is found that
SMEs from (2-5 years old) were (47.9%), Up to 2 years old were (43.2%), from (5-9
years old) were (4.8%), and from (13 years to above) were (4.1%).

2. Measurement items

The questionnaire is divided into three main parts, as follows. The first section asks
about respondents’ characteristics. The second section includes questions regarding
the profile of tourism and hospitality projects. The third part of the questionnaire
contains the measurement items to examine the proposed model. The questions were
rated on a Likert scale ranging from strongly disagree (1) to strongly agree (5). The
study was conducted in November and December - 2021.

To examine the conceptual model, the study used 22 items from previous studies. To
measure the provision of subsidies, 6-items were adapted from Kwarteng et al.
(2016). As for testing the provisions of loans, 6-items scale were adapted from
Kwarteng et al. (2016). Moreover, the study employed a 6-item scale for the
provisions of guarantees Kwarteng et al. (2016); a 4-item scale was adapted from
Ansu-Mensah et al. (2021) for the assessment of the role of finance on the
performance of SMEs (the originality of their products and services). Finally, the
demand for authentic tourism local products was measured by 6 items adapted from
(Qiu, Chen, and Lee, 2021). The phrasing of items was slightly modified to fit the
context of the current study.

3. Data analysis

The current study utilized IBM SPSS v. 22 for the analysis of the respondents’
demographic characteristics, the profile of the tourism and hospitality projects, and
the test of the hypotheses in the proposed model.
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4. Results and Discussion

1. Validity and Reliability

The results show Cronbach’s o values of all variables of the research exceed 0.71,
supporting enough measurement reliability, Where Hair et al. (2010) contends that,
Cronbach’s o value greater than 0.7 is good for reliability (Table 1). The results
indicated high-reliability coefficients for the questionnaire, indicating a satisfactory
internal consistency, and shows also a high validity for the questionnaire attributes.

Table 1
Cronbach’s a values of all variables in the proposed model
Dimensions Cronbach's alpha | No. of Items
Reliability

Provision of subsidies, provision of 773 17
guarantees, and provision of loans
Originality 749 4
Demand for authentic local tourism 901 7
products

2. Descriptive Statistics
It is important to explore the significance of the means values which are as follows:
values between 0.0 and 1.790 means (completely disagree). Values are between 1.790
and 2.590 means (disagree). Values are between 2.590 and 3.390 means neutral.
Values are between 3.390 and 4.190 means (agree). Values are between 4.190 and 5
means (completely agree).

Table 2
Descriptive statistics for provision of subsidies
Items M SD | Rank
1 | Cost of operation is too expensive 4.368 | 0.756 1
2 | | cannot compete fairly with the existing well- | 4.071 | 0.898 2
established firms
3 | I have limited access to finance 4.065 | 0.803 3
4 | Subsidies from the government on raw materials are | 3.948 | 0.903 4
very helpful
5 | I not aware of any subsidies 3.568 | 0.875 5
6 | The subsidies are discriminatory 3.297 | 0.815 6
Total 3.886 | .535

M=Mean SD=Standard Deviation

Table (2) shows some descriptive statistics of the provision of subsidies dimension.
The data shows that the mean score for this variable was 3.88, statistically meaning
that the respondents seek to get the subsidies. Also, it is apparent that the respondents
completely agree that the cost of operation is too expensive (M= 4.36; S.D = 0.75).
They also agree that they cannot compete fairly with the existing well-established
firms (M= 4.07; S.D = 0.89). They also have limited access to finance (M= 4.06; S.D
= 0.80). In addition to that, they agree that subsidies from the government on raw
materials are very helpful (M= 3.94; S.D = 0.90), besides they do not aware of any
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kind of subsidies. This indicates that there is a gap between the governmental
initiatives to support the SMEs and the owner of these SMEs because of the lack of
awareness. As regards the last item of this variable, the respondents are not sure
whether the subsidies are discriminatory or not (M= 3.88; S.D = 0.84).

Table 3
Descriptive statistics for provision of loans
Items M SD | Rank
1 Interest on loans in the open market is too 4.265 | 0.861 4
expensive
2 | cannot compete with the larger firms for loan access 4.381 | 0.784 3

3 Loans from the government and support institutions | 3.800 | 0.983 5
are discriminatory
4 I don’t have the requirements to access loans from | 4.400 | 0.951 2
the financial institutions
5 Loan processes are too cumbersome 4.419 | 0.692 1

Total 4.277 | 0.571

Table (3) shows that the mean score for this variable was 4.27, statistically meaning
that there is a real problem for the respondents seeking to get the required loans. The
respondents agree that they could not get the required loans because of some reasons
which are ranked as follows; loan processes are too cumbersome, which comes in the
first rank (M= 4.41; S.D = 0.69). The second rank is that the respondents do not have
the requirements to access loans from the financial institutions (M= 4.40; S.D = 0.95).
The third rank is that the respondents cannot compete with the larger firms for loan
access (M= 4.38; S.D = 0.78). Regarding the fourth rank, comes interest on loans in
the open market. The respondents agree that it is too expensive (M= 4.26; S.D =
0.86).  Whereas loans from the government and support institutions are
discriminatory, come in the last rank because respondents are not sure of that (M=
3.80; S.D =0.98).

Table 4
Descriptive statistics for provision of guarantees
Items M SD | Rank
1| I find it difficult to meet the requirements of the banks | 4.323 | 0.469 1
for loans
2| | am not aware of any guarantees from the government | 3.335 | 0.899 4
3| The provision of guarantees are discriminatory 3.716 | 0.532 3
4 | The size of my business is too small to attract 4.310 | 0.491 2
guarantees
Total 3.983 | 0.383

Table (4) shows that the mean score for provision of guarantees was 3.98, statistically
meaning that the respondents agree that there is a problem concerning the provision
of guarantees. The reasons being the provision of guarantees represent a problem are
ranked as follows; “it is difficult to meet the requirements of the banks for loans”
comes at a first rank (M= 4.32, SD= 0.46). Followed by “The size of business is too
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small to attract guarantees” (M= 4.31, SD= 0.49). Furthermore, “The provision of
guarantees are discriminatory” comes at a third rank (M= 3.71, SD= 0.53), “l am not
aware of any guarantees from the government” is ranked last (M= 3.33, SD=0.89).

Table 5
Descriptive statistics for the originality of products and services
Items M SD
1 | Access to finance has aided my business to acquire 4.245 | 0.432
certain original raw materials needed for operation.
2 | My business is able to pay off its workers due to 4.155 | 0.583
access to finance.
3 | My business has acquired modern technologies | 4.148 | 0.494
which have affected the originality of my products
positively due to access to finance.
4 | Access to finance has helped my business expand due | 3.961 | 0.545
to its ability to provide products that show the
identity of the hostel community new strategies
adopted.

Total 4.127 | 0.389

Table (5) shows that the mean score for the originality of products and services was
4.12, statistically meaning that there is clear agreement on the importance of finance
in enhancing the authenticity of the tourism and hospitality products and services and
its role in supporting them to reflect the values and customs of the host community.

Table 6
Descriptive statistics for the financing obstacles
Items M SD | Rank
1 | High-interest rate 4.419 | 0.623 5
2 | Shorter loan maturities 4.587 | 0.590 2
3 | Strictness in the request for guarantees 4.632 | 0.547 1
4 | Do not have sufficient assets 4,535 | 0.627 3
5 | The amount of the loan is insufficient 4.239 | 0.798 6
6 | Lack of a grace period 4,516 | 0.574 4
Total 4.488 | 0.382

Table (6) shows that the mean score for the financing obstacles was 4.88,
statistically meaning that the respondents agree that the reasons mentioned
above in table 6 wholly obstruct them to obtain the required finance. The
obstacles of finance are ranked as follows; “Strictness in the request for
guarantees” comes at a first rank (M= 4.63, SD= 0.54). Followed by "Shorter
loan maturities” (M= 4.58, SD= 0.59). Furthermore, “Do not have sufficient
assets” comes at a third rank (M= 4.53, SD= 0.62), "Lack of a grace period" is
ranked at a fourth rank (M= 4.51, SD= 0.57). In addition high interest rate is
ranked at a fifth rank (M= 4.41, SD= 0.62). “The amount of the loan is
insufficient” is ranked last (M= 6.23, SD= 0.79).
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Table 7
Descriptive statistics for demand for authentic local tourism products
Items M SD
1 | | feel that the tourist is very positive when he buys the 3.836 | 1.118

authentic local tourism product
2 | | believe that using the original tourism product makes the | 3.855 | 1.142
tourist happy
3 | | feel the satisfaction of the tourist when using the tourism | 3.776 | 1.152
product that expresses the identity of the tourism
destination
4 | | feel that the tourist is proud to use an authentic local 3.836 | 1.124
tourism product when visiting the tourist destination.
5 | I think that the tourist spends a lot of time in the tourism 3.855 | 1.118
destination, when the tourism products he uses are
authentic, compared to the time spent when using the
traditional tourism products
6 | | think that the tourist is more in demand for the authentic | 3.526 | 1.409
tourism product
7 | 1 think that the authentic local tourism product is one of 3.428 | 1.374
the brands that tourists usually want to buy
Total 3.730 | 0.960

Table (7) shows some descriptive statistics of the demand for authentic local
tourism products dimension. The data shows that the mean score for this
variable was 3.73, statistically meaning that the respondents agree that there is a
tourist demand for authentic local tourism products.

3. Testing the Hypotheses of the Proposed Model

Table 8
The Correlation between a provision of subsidies, provision of loans, provision of
guarantees, demand for authentic local tourism products, and originality

Variables Correlation Type | Originality
Provision of subsidies Pearson Correlation 2727
Sig. (2-tailed) 0.001
Provision of loans Pearson Correlation 3127
Sig. (2-tailed) 0.000
Provision of guarantees Pearson Correlation 520"
Sig. (2-tailed) 0.000
Demand for authentic local tourism products | Pearson Correlation -0.104
Sig. (2-tailed) 0.200

** Correlation is significant at the 0.01 level (2-tailed).

As shown in table 8, H1, H2 and H3 are supported. On the one hand, it is clear that
there is a statistically significant relationship between the provision of subsidies and
originality (H1: 0.272), provision of loans and originality (H2: 0.312), and provision
of guarantees and originality (H3: 0.520). This is due to the importance of these items
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in supporting the SMEs and enabling them to get the origin raw materials which are
very essential to provide an original product that can reflect the identity of the host
community and express the originality of Egyptian tourism destination. On the other
hand, there the relationship between originality and demand for authentic local
tourism products is not significant and H4 is not supported. This can be explained by
several reasons, such as the turnout of tourists on non-original tourism products
because of their cheap price with their attractive appearance, in addition to the non-
ability of tourists to distinguish between origin and nonoriginal tourism and
hospitality products.

Table 9
Regression coefficients for provision of subsidies and provision of loans and
provisions of guarantees on originality

Model B R? F T Sig.
Provision of subsidies | 0.074 0.348 26.821 1.353 178
Provision of loans | 0.148 2.918 .004
Provision of guarantees | 0.493 7.298 .000

As shown in Table 9, the provision of subsidies has no significant effect on originality
(B= 0.074, Sig.= 0.178). This result could be explained by being the governmental
subsidies offered to SMEs in the tourism and hospitality industry are still in their
beginnings, thus its effect on supporting the SMEs is still limited. While, provision of
loans has a significant effect on originality (B= 0.148, Sig.= 0.004). This is because
providing the required finance through loans plays an important role in assisting
SMEs to get the original raw material, and then presenting original tourism and
hospitality products and services. Additionally, provision of guarantee has a
significant effect on originality (B= 0.493, Sig.= 0.000). This relationship clearly
reflects the necessity of simplifying the required guarantees as they affect positively
obtaining the required loans.

Table 10
Regression coefficients for the effect of originality on demand for authentic local
tourism products

Model B R? F T Sig.
Originality 0.041- 0.011 1.655 1.286- 2000.
-0.268

According to table 10, the effect of originality on demand for authentic local tourism
products is not significant (B= 0.041-, Sig.= 0.200).). This can be explained by
several reasons, such as the turnout of tourists on non-original tourism products
because of their cheap price with their attractive appearance, in addition to the non-
ability of tourists to distinguish between original and nonoriginal tourism products.

5. Conclusion and Recommendations

e Supporting tourism and hospitality SMEs enhance the originality of products and
services provided and enable the capability of competing with the non-original
products and services which are cheaper but not original.
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The improvement of the authenticity of the tourism and hospitality products and
services reflects the values and culture of the local community.

Most SMEs in the tourism and hospitality industries face several obstacles to
obtaining the required financing.

In Egypt, there are difficulties in financing tourism activities explained as follows:
financial institutions do not have a huge willingness to finance the tourism and
hospitality SMEs; cost of operation of SMEs is too expensive; local people and
small investors cannot compete fairly with the existing well-established firms;
they have limited access to finance.

Local people, small investors, and manufacturers need subsidies from the
government and assistance to get raw materials to be able to present authentic
products.

There is a fierce competition between the original products and services which
depend on authentic raw materials, and the non-original tourism and hospitality
products which are cheaper and have a more attractive appearance.

The demand for authentic local tourism products is not too much, because of the
non-ability of tourists to distinguish between original and nonoriginal products
and services.

Local people, small investors, and manufacturers could not get the required loans
because of some reasons: loan processes are too complicated; they do not have the
requirements to access loans from the financial institutions; they cannot compete
with the larger firms for loan access.

There is a problem concerning the provision of guarantees because the size of
SMEs is too small to attract guarantees, and sometimes the provision of
guarantees is discriminatory.

There is a need to pay attention to establishing a bank specialized in financing
tourism and hospitality SMEs and facilitating procedures for obtaining
appropriate financial support to SMEs.

Decision-makers in the Egyptian tourism and hospitality sectors should give more
support to SMEs which present authentic products and services that reflect the
identity, customs, and traditions of the host community.
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