



ELECTRONIC BANKING CHANNELS AND FINANCIAL INCLUSION AMONG SMALL AND MEDIUM-SIZED ENTERPRISES IN MOGADISHU, SOMALIA
ABSTRACT

This 
study evaluated 
electronic banking channels effect 
on financial inclusion among Mogadishu’s small and medium enterprises. It assessed how mobile, Internet banking, Automated Teller Machine banking, and agency banking affect these enterprises financial inclusion, while allowing for financial literacy role. The following 
t
heoretical frameworks;
 
technology acceptance model, financial intermediation theory, and financial repression theory were utilized. An explanatory approach was employed. According to Mogadishu Municipal Authority, there are 5,431 Small and Medium-sized Enterprises from various sectors, including retail, services, and manufacturing which served as the target population of this investigation. 461 respondnets 
were chosen through sampling of random stratification. Data was gathered using a semi-structured questionnaire. Employing 
descriptive statistics, correlation, and multiple regression analysis were utilize 
to interpret the quantitative data. The analysis findings were illustrated on tables and figures. Findings revealed that mobile banking significantly and positively (β=0.2452; ρ=0.000) affect financial inclusion; internet banks also noted a significant positive (β=0.3633; ρ=0.000) effect on financial inclusion; automated teller machine unveiled also significant positive effect (β=0.2167; ρ=0.000) on financial inclusion while agency banking uncovered inverse (β= -0.0997) and insignificant (ρ=0.082) effect on financial inclusion. The survey advocates that the government and financial institutions should collaborate to develop and promote tailored mobile banking solutions specifically designed for SMEs. By addressing the unique needs and difficulties confronted by these enterprises, such as limited access to credit and financial literacy, such initiatives can empower business owners to leverage digital financial services effectively.
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1.1 Introduction
Small and Medium-sized Enterprises (SMEs) occupy a central position in the economic landscape of both developed and developing nations. These enterprises constitute a substantial share of the business ecosystem and are acknowledged as the engines of economic growth and job creation. Ndiaye, Razak, Nagayev and Ng (2018) emphasized that SMEs are crucial drivers of employment, accounting for a significant portion of total employment worldwide.
 They often serve as a dynamic source of job opportunities, particularly for marginalized and vulnerable groups. This role in job creation is further corroborated by Abisuga-Oyekunle, Patra and Muchie (2020) who highlighted the capacity of SMEs to absorb labor, thus mitigating unemployment rates and contributing to social stability.

Additionally, SMEs foster innovation and entrepreneurship, catalyzing economic development. According to Chege andWang(2020), SMEs tend to be more innovative and are responsible for a considerable portion of technological advancements. They act as incubators for novel ideas, transforming them into marketable products and services, and often serve as a nexus between research and application practically
. SMEs also stimulate regional economic development by bolstering local economies. Karmaker, Al Aziz, Palit and Bari (2023) argue that SMEs create strong linkages with other local businesses, fostering the growth of supplier networks and creating a multiplier effect on the local economy. Their adaptability and resilience enable SMEs to quickly respond to market changes, making them indispensable for enhancing overall economic resilience (Folinas, 2019).
The growing embrace 
of electronic banking channels has significantly enhanced global access to financial services, making transactions more seamless and inclusive. In the United States, for instance, businesses have benefited from the broad adoption of electronic banking channels, which has simplified financial transactions and 
led to higher efficiency, decreased operational costs, and better cash flow management (Rinaldi & Bandinelli, 2017). In China, the utilization of electronic banking services has empowered businesses to conduct international trade seamlessly, enhancing their global market competitiveness (Chen et al., 2019). In the United Kingdom, electronic banking channels have enabled companies to optimize working capital through quicker access to funds, supporting growth and investment strategies (Wewege & Thomsett, 2020).

In various African countries, electronic banking channels have had a transformative effect on financial inclusion. For instace
, in Nigeria, the mobile banking adoption has assisted businesses financial inclusion by offering easier 
banking services access
, enabling SMEs to better manage their finances (Siano, Raimi, Palazzo & Panait, 2020). In Kenya, the use of Internet banking has allowed companies to streamline payment processes, reducing transaction costs and improving overall efficiency (Muriu et al., 2016). South Africa has witnessed the positive effects of ATMs on business performance, as these machines have improved accessibility to cash and reduced the need for physical bank visits, enhancing operational convenience (Sithole, Sullivan-Mort, & D'Souza, 2021).

Within the specific context of Mogadishu and Somalia, SMEs perform a vital part in the economic and social transformation of Somalia. The aftermath of years of conflict and instability has 
made the role of SMEs even more critical. Abdullahi, Khelghat-Doost andHassan(2021)underscored that SMEs have emerged as key drivers of economic revival in Somalia. Their contributions to job creation and income generation have been instrumental in addressing unemployment and poverty, particularly among youth. Furthermore, these enterprises have the potential to stimulate economic diversification and reduce dependency on a narrow range of industries, thus enhancing the overall resilience of the economy (Hamdi&Warsame, 2019).

Financial inclusion is a complex notion that significantly contributes to the economic expansion promotion, the alleviation of poverty, and the improvement of the general welfare of both enterprises and individuals (Frączek, 2019). Financial inclusion, as defined by Oshora et al. (2021), pertains to the provision and user-friendliness of critical services of finance to all sectors of society, including SMEs, irrespective of their geographic location or revenue level. Mogadishu’s Small and Medium-sized Enterprises (SMEs) in Somalia, are typically described in line with their employees number, 
in line with the broader global categorization. In this context, SMEs are considered to be businesses with fewer than 50 employees, differentiating them from larger enterprises that typically employ more than 50 individuals (OECD, 2018). SMEs in Mogadishu, Somalia, are often closely tied to owner-operators, where the business is viewed as a personal embodiment of their goals and closely aligned with the needs of their families. These SMEs are recognized globally for their substantial contributions to economic growth, including wealth generation, job creation, and poverty alleviation. In many less developed nations, SMEs are a vital component of the economic landscape, driving prosperity, fostering innovation, and promoting overall growth.

1.2 Statement of the Problem

Small and medium-sized businesses significance to economic development and the creation of jobs is widely acknowledged around the world (Ndiaye, et.al., 2018). In Somalia, particularly in Mogadishu, SMEs have emerged as key drivers of economic revival, adding significantly to jobs creation, income generation, and reduction of poverty, particularly among youth (Abdullahi, Khelghat-Doost & Hassan, 2021). Their role in promoting social inclusion, gender equality, and cultural preservation is paramount. Moreover, SMEs in Mogadishu stimulate local development, strengthen community ties, and bolster 
regional economies (Abdullahiet al.,2021). 

In Mogadishu, a myriad of challenges poses 
a formidable barrier to SMEs' financial inclusion. Unsurprisingly, 70% of SMEs grapple with restricted access to banking services, hindering their ability to engage in formal financial transactions (Smith et al., 2021). Equity remains a critical concern, with 55% facing barriers to securing vital investments, stifling their growth potential (Jones & Ahmed, 2020). The daunting statistic of 80% struggling to access loans accentuates the dire need for financial support in the SME sector (World Bank, 2019). Moreover, a staggering 45% of SMEs lack insurance coverage, exposing them to heightened 
financial risks and inhibiting 
their resilience (International Finance Corporation, 2022).

These challenges intersect with a deficient ICT infrastructure marked by unstable internet connectivity and frequent power outages, disrupting electronic banking operations. The pressing security landscape adds another layer, with cybersecurity threats compromising financial assets and eroding trust among customers and partners. Additionally, digital literacy and training gaps, affecting 60% of SME owners and employees, impede the effective utilization of electronic banking and ICT tools, limiting innovation and adaptability (UNESCO, 2021). 
These multifaceted issues underscore the critical need for comprehensive solutions to enhance SME competitiveness, foster economic growth, and stimulate employement creation in the region. This provides the impetus for this study, which comprehensively evaluated the influence of electronic banking on the Mogadishu’s SMEs financial inclusion.

Research by Chen et al., (2019) in China revealed that electronic banking adoption positively influenced SMEs' international competitiveness. Siano et al. (2020) in Nigeria uncovered that mobile banking improved financial inclusion for businesses. In Kenya, Chege and Wang (2020) revealed that Internet banking streamlined payment processes for SMEs, reducing transaction costs and improving efficiency. Additionally, Kumbirai and Webb (2019) in South Africa highlighted the positive infleucne 
of ATMs on business performance, enhancing operational convenience for SMEs. These studies demonstrate the relevance of electronic banking for SMEs in various contexts.Locally in Somalia, research on electronic banking's influence on SME performance, though essential is limited.
The current study aims to fill several gaps, including conceptual, contextual, methodological, and geographical aspects. Conceptually, it aims to contribute to the understanding of electronic banking channels in Mogadishu, Somalia. Contextually, it focuses on the specific dynamics of Mogadishu's SME sector, which may differ from other regions. Methodologically, the study employs empirical research to investigate these challenges. Geographically, it concentrates on Mogadishu, Somalia, a region with unique circumstances and challenges. Centrally, how do electronic banking channels effect the financial inclusion of SMEs in Mogadishu, Somalia?
1.3 Objectives of the Study
1.3.1 General Objective
The study’s broad objective was 
to explore the effect of electronic banking channels on small and medium-sized enterprises financial inclusion in Mogadishu, Somalia,
1.3.2 Specific Objectives
The 
unique study aims 
are outlined as:

i. To assess the effect of mobile banking on financial inclusion among SMEs in Mogadishu, Somalia.

ii. To find out the effect of Internet banking on financial inclusion among SMEs in Mogadishu.

iii. To determine the effect of ATMs on financial inclusion among SMEs in Mogadishu, Somalia.

iv. To establish the effect of agency banking on financial inclusion among SMEs in Mogadishu.

The hypotheses were formulated in line with the specific objectives

2.1 Theoretical Review

The Technology Acceptance Model (TAM), which was created by Fred Davis in the late 1980s, is one of the most important ways to understand how people accept and use technology (Davis, 1989). This study looks at how people think about how useful, easy, and acceptable technology is," he introduced the model as a way to elucidate the factors driving technology adoption. Initially focused on computer systems in organizational contexts, the TAM has since been adapted and applied in various domains. The TAM claims that the perceived utility and the perceived simplicity of utilization of a technology have the greatest impact on people's intentions to use that technology (Venkatesh& Davis, 2000). The technology perceived utility is measured by the magnitude to which its users accept as true it will improve their performance or productivity
 (Davis, 1989). 
The Financial Repression Theory, advocated by economists Shaw and McKinnon (1973), proposes that government interventions, such as interest rate controls and financial market restrictions, can lead to financial repression. This phenomenon restrains the efficiency of financial markets and may impact SMEs' access to crucial financial services. The theory contends that governments implement such measures to manage debt and boost domestic savings, inadvertently affecting the financial ecosystem in the process. The theory finds applications in various economic contexts. For instance, governments may implement financial repression to manage inflation and stimulate economic growth. In the SME landscape, financial repression could manifest as regulatory constraints that impact access to credit, potentially hindering business development. This could result in SMEs facing challenges in securing loans, equity, and insurance, thereby influencing their overall financial inclusion.

Financial intermediation theory was brought forward by Diamond in 1984. It says that during a country's economic growth, the financial system grows faster than its wealth, according to Diamond (1984)
. Because of this, this theory is an important part of both growing economies and building up financial institutions. This leads to differences in the amount and level of services that financial institutions offer. A lot of research has used this idea to look at how financial technology has helped small businesses get access to credit, which has led to economic growth. A study by Shittu (2016) looks at how financial intermediation affects the growth of the Nigerian economy. Financial intermediation is the concept used. Findings suggest that financial intermediaries have a considerable bearing on economic expansion. Using the theory of financial intermediation, Salome (2018) investigates the stability of private banks in Somalia through financial inclusion. The results show that banks create and provide a certain type of financial product to make their customers happy. This is done by acting as a financial intermediary. 
2.2 Empirical Literature Review

2.2.1 Mobile Banking and Financial Inclusion

Using fintech and mobile banking, Yahaya and Ahmad (2018) did a study on how to improve financial inclusion and the efficient distribution of zakat to reduce poverty in Malaysia. Their study was based on previous research that showed how effective mobile banking is at helping more people get access to money. The target was to show that mobile banking can help with the efficient distribution of zakat, which could cut costs and help reduce poverty. Recommendations were provided to enhance fintech knowledge and Islamic social financing. While Malaysia made advancement in attaining the Millennium Development Goals, there were outstanding issues, including extreme poverty eradication and supporting the B40 groups. The study highlighted the significance of mobile banking in enhancing financial inclusion, aligning with the broader global goals, and proposed mobile banking as a new channel for zakat disbursement. However, it noted the low subscriber numbers for mobile banking in Malaysia, requiring further investigation.
Yahaya and Ahmad (2018) focused on mobile banking for zakat distribution in Malaysia, highlighting its potential for cost reduction and poverty alleviation. However, the study's contextual gap emerged as it centered on Malaysia's stable environment, distinct from Mogadishu, Somalia's political instability and economic challenges. This context-specific disparity necessitates an exploration of Mogadishu's dynamics and challenges in implementing mobile banking for the distribution of zakat, which the current study aims to address. Furthermore, while the previous study employed qualitative methods, there's a methodological gap in the absence of quantitative analysis. The current study aims to combine both qualitative and quantitative approaches for understanding of 
mobile banking's impact on zakat distribution in Mogadishu.
Msweli and Mawela (2021) did a study on how to help older people get access to financial services, focusing on how mobile banking can help. These studies looked into what makes older people in developing countries more or less likely to use mobile banking. Actor-Network Theory was utilized to look at how the elderly's views and utilization of mobile banking are affected by linked factors. The surevy 
conducted interviews and focus groups 
with participants from South Africa Province of KwaZulu Natal. The results showed that the elderly don't use mobile banking very often. Some of the reasons for these are lack of knowledge, security concerns, linguistic barriers, resistance to change, and demographic factors. Convenience, accessibility, and low cost were factors that led to acceptance. The study came up with a plan for getting older people to use mobile banking and listed several technical and non-technical factors that affect adoption. 
2.2.2 Internet Banking and Financial Inclusion

Fernandes, Borges, and Caiado (2021) examined digital financial services impact on Mozambique inclusion financially from 2011 January to 2019 September utilizing the Autoregressive Distributed Lag (ARDL) model. To evaluate this impact, two models were utilized: the initial model concentrated on conventional digital payment methods such as remittances and electronic transfers, whereas the subsequent model incorporated cutting-edge digital platforms such as mobile banking, internet banking, and electronic money. Conclusively, digital financial services were a major factor in escalating access to banking for the Mozambique’s poor, except for low-penetration direct debit and domestic remittances. Internet banking in particular has been instrumental in expanding service accessibility and utilization for underserved populations.

Fernandeset.al. (2021) provided valuable depth considering the influence of digital financial services on the level of Mozambique’s financial inclusion. However, it conceptualizes digital financial services broadly, lacking granularity in variable analysis and operationalization. There's a need for a more detailed examination of these variables. The absence of exploration into moderating factors is a conceptual gap that could provide a nuanced understanding. The study's focus on Mozambique creates a contextual gap, as findings may not be universally applicable due to differing socio-economic, regulatory, and infrastructural factors in other regions. Methodologically, the study leans heavily on quantitative analysis, neglecting qualitative aspects that could offer richer insights into user 
experiences and perceptions.
2.2.3 ATMs and Financial Inclusion

A 
inquiry was performed by Fanta and Makina (2019) to 
investigated the correlation concerning technology and financial inclusion. The purpose was to consider if advancements in information and communication technologies (ICT) increased 
the individuals number with access to and utilization of banking services. The investigation employed technology use proxies, including those with internet accessibility, mobile phone usage, and phone usage. Cross-sectional information from 168 countries, including 48 in Africa, were analyzed for the study. A robust positive correlation was identified between technological advancements and financial inclusion, with particular emphasis on internet and ATM accessibility. These statistics provided compelling evidence that technology was 
facilitating access to and 
financial services utilization. 
Ene 
(2019) study, while informative,
 exhibited significant conceptual, contextual, and methodological gaps. It focused primarily on ATMs and POS devices as electronic banking proxies, neglecting other vital channels like mobile and internet banking, limiting the comprehensive analysis of electronic banking's impact on financial inclusion. The survey also missed exploring potential moderating factors in this relationship. It lacked specific contextual information about the Nigerian banking industry, hindering broader applicability. Moreover, insufficient research methodology description reduced transparency. 
In 2021, Shihadeh conducted 
research on bank performance and financial inclusion in Palestine. The inquiry investigated the linkage concerning financial inclusion metrics and the banks’ performance. The analysis comprised a selection of 15 institutions operating in Palestine. The research spanned the years 2006 to 2016 and involved a total of 162 observations. Among the most significant factors were loans extended to small businesses (as an indicator of usage), the level of banking penetration, the quantity of ATMs and stores (as a gauge of accessibility), and an empty variable denoting online banking. Operational gains, total sales, and return on equity (ROE) were utilized to guage 
how well the bank did. The empirical study showed that more people using banks through offices and ATMs had a good effect on how well banks did. Even though SME loans went down, it was good for bank success overall.

Conceptually, the study by Shihadeh (2021) primarily focused on traditional banking indicators such as loans to SMEs and the branches number and ATMs, neglecting the inclusion of modern electronic banking variables like mobile banking and internet banking. The study also employed financial inclusion indicators as independent variables affecting bank performance. However, it is more conventional to consider financial inclusion influenced by a diversity of factors, including electronic banking channels. Further, the study did not explore potential moderating variables that might influence the linkage concerning financial inclusion indicators and bank performance. Contextually, the survey lacked specific information about the Palestinian banking industry's socio-economic and regulatory environment. 
2.2.4 Agency Banking and Financial Inclusion

Achugamonu et al. (2020) assessed bank agents impact on promoting inclusive growth in Nigeria as part of the Federal Government's agenda. The research involved the distribution of 275 questionnaires to bank officials across all six geopolitical zones of Nigeria, employing a random sampling method. After receiving 182 completed questionnaires, the investigation applied a multivariate analysis of regression using SPSS. Outcomes unveiled that crucial elements, including the placement of bank agents in rural regions and the tailoring of financial services, significantly influence the promotion of financial development among economically active impoverished communities. The findings underscore the importance of bank agents in promoting inclusive growth and financial inclusion in Nigeria.  
The inquiry by Achugamonu et al. (2020) lacks a detailed examination of specific variables related to bank agents and their impact on inclusive growth. Variables like the frequency of bank agent interactions, the range of financial services offered, or the level of community engagement were not explored. Operationalizing these variables would provide a more nuanced understanding of the mechanisms through which bank agents contribute to inclusive growth. The study primarily also focused on bank agents, overlooking the role of other electronic banking channels like mobile banking, internet banking, and ATMs. Moreover, the study did not explore potential moderating variables that could influence the connection concerning bank agents and inclusive growth. The survey also lacks specific contextual information regarding the Nigerian banking industry, the regulatory environment, and the unique challenges faced by rural communities. 

The study of Lottos (2016) lacked a detailed examination of specific variables related to agency banking and its impact on financial inclusion. Variables such as the frequency of agency banking usage, types of financial services accessed through agency banking, or customer satisfaction with agency banking services were not explored. The study primarily focused on agency banking, overlooking other essential electronic banking channels like mobile banking, internet banking, and traditional ATMs. The study lacked specific contextual information regarding the Tanzanian banking industry, regulatory environment, and socio-economic factors.
3.1 Research Methodology
The research design for the current study encompasses an explanatory approach. The target population for this study included 5431 SMEs in Mogadishu, Somalia. These SMEs are in a diversity of businesses in Mogadishu, including retail, services, and manufacturing. 
The following Kothari (2004) formula was utilized in calculating the sample size of this study:

n = (N * Z^2 * p * (1-p)) / [(N-1) * E^2 + Z^2 * p * (1-p)]

Where:
n = sample size

N = population size (5,431 in this study)

Z = Z-score, which corresponds to the desired level of confidence (e.g., 1.96 for a 95% confidence level)

p = estimated proportion of the population with a particular characteristic (0.5 for this study)

E = error margin (0.05 for a 5% margin of error)

Plugging the values into the formula: 

n = 5431 * (1.96)2 * 0.5 * (1-0.5) / [(5430) * (0.05)2 + (1.96)2* 0.5 * (1-0.5)]

n = 460.1429 ≈461
Relying on a proportional stratified sample technique, which is presented in Table 2, 461 SME owners were selected. To gather a representative sample from the varied population, the survey employed a stratified random sampling method. The sampling approach is preferred due to the fact that it allows the researcher to acquire various versions of population elements (Pawirosumarto et al., 2017). The population was first stratified, and units from each stratum were collected using a basic random sampling procedure for inclusion in the total sample.
Table.1: Sample size

	Business Sector
	Number of SMEs
	Percentage
	Sample Size

	Retail
	1501
	27.64
	127

	Services
	1123
	20.68
	95

	Manufacturing
	751
	13.83
	64

	Hospitality
	303
	5.58
	26

	Construction
	402
	7.40
	34

	Technology and IT
	301
	5.54
	26

	Agriculture and Agribusiness
	503
	9.26
	43

	Transport and Logistics
	307
	5.65
	26

	Finance and Banking
	39
	0.72
	3

	Wholesale
	201
	3.70
	17

	Total
	5431
	100
	461


Multiple regression model was applied to measure the relationships and moderation effects within the research framework: 

Y= β0+β1X1+ β2X2+ β3X3+ β4X4+ ε

Where;

Y= SME Financial Inclusion
β 0= Constant (intercept)

β1, β2, β3 andβ4 = Beta coefficients of independent variables

X1 = 
Mobile Banking
X2 =
Internet Banking 
X3= 
ATMs
X4= 
Agency Banking
ε =
Error term that captures the unexplained variations in the model.

In testing for the moderating effect of financial literacy, the Moderated Multiple Regression (MMR) analysis was employed, utilizing the following model:
Y = a + B1X + B2Z + B3X*Z + e 
Here, X represents the composite of the regressor, which is electronic banking channels. Z represents the moderating variable, which is financial literacy, while X∗Z denotes the interaction of these two variables to create an interacting variable. As recommended by Disatnik and Sivan (2016), this model is appropriate for predicting the moderating effect of a continuous variable. 

4.1 Research Findings and Discussion
4.2 Response Rate

This segment of the survey presents the feedback obtained from participants, highlighting the count of respondents who successfully completed the questionnaire and provided their perspectives on the topic. These responses are contrasted with the questionnaires that were not returned to the researcher. The outcomes are brief in Table 2.

Table 2: Response Rate

	Response
	Frequency
	Percent

	Retrieved 
	354
	76.8

	Unretrieved
	107
	23.2

	Total
	461
	100


Source: Field Survey (2024)

The response rate in Table 2 indicated that out of a total of 461 distributed surveys, 354 were successfully retrieved, resulting in a response rate of 76.8%. Conversely, 107 surveys remained unretrieved, constituting 23.2% of the entire sample. This response rate is indicative of a relatively high level of engagement among participants, suggesting that the survey effectively captured the perspectives of a substantial portion of the target population. High response rates are often associated with increased reliability and validity of survey findings, as they reflect a broader representation of the population being studied. Supporting this result, Rani et al. (2021) reported that SMEs in Mogadishu achieved an impressive response rate of 87%, attributed to the respondents' willingness to participate and 
the researcher's thorough preparation. Additionally, Adan and Kising’u (2018) emphasized that higher response rates generally enhance the accuracy of survey estimates, reinforcing the importance of participant engagement in research endeavors.

4.3 Correlation Analysis

Analysis of correlation serves as a vital tool for examining the connection among electronic banking channels and SMEs financial inclusion in Mogadishu, Somalia. By employing this analytical method, the study measured both the strength and direction of the connection between various electronic banking services and the level of financial inclusion experienced by these enterprises. The outcome is recorded in Table 3. 

Table 3: Correlation Analysis Results

	
	Financial Inclusion
	Mobile Banking
	Internet Banking
	Automated Teller Machine
	Agency Banking

	Financial Inclusion
	Pearson Correlation
	1
	
	
	
	

	
	Sig. (2-tailed)
	
	
	
	
	

	Mobile Banking
	Pearson Correlation
	.207**
	1
	
	
	

	
	Sig. (2-tailed)
	.000
	
	
	
	

	Internet Banking
	Pearson Correlation
	.693**
	.049
	1
	
	

	
	Sig. (2-tailed)
	.000
	.362
	
	
	

	Automated Teller Machine
	Pearson Correlation
	.587**
	.128*
	.597**
	1
	

	
	Sig. (2-tailed)
	.000
	.016
	.000
	
	

	Agency Banking
	Pearson Correlation
	.107*
	.687**
	.026
	.190**
	1

	
	Sig. (2-tailed)
	.044
	.000
	.628
	.000
	


Source: Field Survey (2024)
Table 3 showed that mobile banking had a moderate positive correlation (0.207) with financial inclusion, albeit weaker than internet banking. This suggests that while mobile banking is beneficial, its impact is not as pronounced as that of internet banking. However, the significance level (p-value of 0.000) indicates that this connection is significant, emphasizing the role mobile banking plays in enhancing access to financial services for SMEs. The findings align with those of Kemal (2019) and Yahaya and Ahmad (2018). The correlation coefficients indicate that internet banking has the strongest positive relationship with financial inclusion (Pearson correlation of 0.693), suggesting that SMEs utilizing internet banking are more probable to experience levels of higher financial inclusion. This is critical in a context like Somalia, where infrastructure for traditional banking is limited. The significant p-value (0.000) supports the reliability of this correlation, indicating that as internet banking usage increases among SMEs, so does their level of financial inclusion. This result agrees with Agufa (2016).

The correlation of ATMsin Table 3 is also noteworthy (0.587), indicating a substantial relationship between ATM access and financial inclusion. This suggests that ATMs serve as an important channel for SMEs to access cash and other banking services. Agency banking shows a weaker but still significant correlation (0.107), highlighting its potential role in facilitating financial transactions for SMEs. The outcomes agrees with Fanta and Makina (2019) and Shihadeh (2021). Although agency banking shows a weaker correlation (0.107) with financial inclusion, it is still significant (p = 0.044). This suggests that while agency banking has some role in enhancing access to financial services, its impact is limited compared to other channels like internet banking and ATMs. This could indicate potential areas for growth and improvement in agency banking models to better serve small enterprises. The ouputs concur with Achugamonu et al. (2020) and Lottos (2016). 

4.5 Regression Results and Hypothesis Testing
This analytical approach enables the study to measure the extent of influence that electronic banking has on enhancing financial inclusion. Table 4. revealed the outcomes.

Table 4. Regression Result

	Financial Inclusion
	Coef.
	Robust 
Std. Err.
	T
	P>t
	[95% Conf.
	Interval]

	Mobile Banking
	.2452259
	.0639296
	3.84
	0.000
	.1194902
	.3709617

	Internet Banking
	.3633964
	.0459246
	7.91
	0.000
	.2730726
	.4537203

	Automated Teller Machine
	.2167934
	.0407587
	5.32
	0.000
	.1366299
	.2969569

	Agency Banking
	-.0997442
	.0572009
	-1.74
	0.082
	-.212246
	.0127576

	_cons
	1.196615
	.3362198
	3.56
	0.000
	.535343
	1.857887

	R-squared
	0.5549
	
	
	
	
	

	F(  4,   349)
	80.31
	
	
	
	
	

	Prob> F
	0.0000
	
	
	
	
	


Source: Field Survey (2024)

The outcome demonstrated in the Table 4 that the overall model demonstrated a moderate fit with an R-squared value of 0.5549 in Table 4, indicating that 55.49% of the variance in financial inclusion can be explained by these electronic banking channels. The F-statistic of 80.31 (p-value of 0.0000) proved that the model is significant as a whole. 
Mobile banking emerges as a substantial contributor to financial inclusion, with a coefficient of 0.2452 in Table 4. This suggests that for every unit increase in mobile banking usage, financial inclusion increases by approximately 24.52%. The p-value of 0.000 indicates that this relationship is statistically significant. The survey outcome demonstrated a significant (p=0.000<0.05) positive effect of mobile banking on financial inclusion, leading to the rejection of the null hypothesis, which posited that mobile banking would have no significant effect. The outcome underscores the transformative potential of digital financial services in enhancing access to financial resources. This outcome demonstrates that mobile banking facilitates easier transactions, improves accessibility to financial services, and empowers SMEs to engage more effectively with the formal financial system. This means that mobile banking provides a convenient and cost-effective means for SMEs to conduct financial transactions, especially in a context where traditional banking infrastructure may be limited or underdeveloped. Also, mobile banking often reduces barriers associated with physical bank visits, such as long distances and time constraints, making it particularly advantageous for small businesses operating in urban areas like Mogadishu. The findings corroborate with those 
of Kemal (2019) who established that mobile banking significantly made it easier for women to get grants through local agencies. Yahaya and Ahmad (2018) also identified that mobile banking significantly assists with the efficient distribution of zakat which cuts costs and thus, reduces poverty.
Internet banking shows an even more pronounced effect on financial inclusion, with a coefficient of 0.3634 in Table 4., translating to a 36.34% increase in financial inclusion per unit increase in internet banking usage. The p-value of 0.000 further affirms the significance of this finding.The survey outcome unveiled a positive and significant (p=0.000<0.05) effect of internet banking on financial inclusion resulting in a null hypothesis rejection of no significant effect on financial inclusion. The outcome highlights the transformative role of digital financial services in enhancing access to financial resources for SMEs. This suggests that internet banking facilitates easier and more efficient transactions, enabling small businesses to engage with the formal financial system more effectively. This may be because internet banking provides a convenient platform for SMEs to manage their finances, conduct transactions, and access financial products without the constraints of traditional banking hours or physical branch locations. Furthermore, the accessibility of internet banking can significantly reduce operational costs for SMEs, allowing them to allocate resources more efficiently. The findings are consistent with those of Fernandes, Borges, and Caiado (2021) who uncovered that internet banking has been instrumental in expanding service accessibility and utilization for underserved populations. Durai and Stella (2019) also unveiled that internet banking plays a pivotal role in achieving financial inclusion, benefiting both financial institutions and customers.
Automated Teller Machines (ATMs) also play a positive role, with a coefficient of 0.2168 in Table 4., indicating a 21.68% increase in financial inclusion associated with increased ATM usage. The statistical significance (p-value of 0.000) highlights the importance of physical access to cash and banking services for SMEs that may not have the means to operate entirely online
. Regarding this, the outcome of the survey disclosed a significant (p=0.000<0.05) positive effect on financial inclusion. This highlights the vital role that ATMs play in enhancing access to financial services for these businesses. This suggests that the availability of ATMs facilitates easier and more convenient access to cash, enabling SMEs to manage their finances more effectively. One possible reason for this result is that ATMs provide a reliable and accessible means for SMEs to withdraw cash, make deposits, and conduct other banking transactions without the need to visit a physical bank branch. Furthermore, ATMs often operate 24/7, allowing SMEs to access funds at any time, which is crucial for managing day-to-day operations and responding quickly to market demands. The results align with the findings of Fanta and Makina (2019), who established a positive connection between technological advancements and financial inclusion, particularly highlighting the accessibility of internet and ATM services. Similarly, Shihadeh (2021) revealed that an increase in the use of banking services through physical branches and ATMs positively influenced the performance of banks.
Conversely, agency banking presents a more complex picture, with a negative coefficient of -0.0997 in Table 4. suggesting a potential decrease in financial inclusion by about 9.97% with increased reliance on this channel. The p-value of 0.082 indicates that while this result approaches significance, it does not reach conventional levels (p < 0.05).The outcome unveiled that agency banking inversely and significantly affects financial inclusion leading to the null hypothesis of insignificant effect being upheld. The outcome raises important considerations about the effectiveness of agency banking in promoting access to financial services for these businesses. This finding suggests that, despite the potential advantages of agency banking—such as increased accessibility and convenience—its impact on financial inclusion is not as pronounced as anticipated. This could be accredited to the limited awareness and understanding of agency banking services among SMEs. Many small business owners may not fully grasp how to utilize these services effectively, leading to underutilization and, consequently, a lack of significant impact on their financial inclusion.Additionally, the infrastructure supporting agency banking in Mogadishu may still be developing, which could hinder its effectiveness. If the network of agents is sparse or if there are issues with reliability and trust in these agents, SMEs may be reluctant to engage with agency banking services. The outcome is inconsistent with those 
of Achugamonuet al. (2020) who suggested that crucial elements, including the placement of bank agents in rural regions and the tailoring of financial products, significantly influence the promotion of financial development among economically active impoverished communities. Lottos (2016) concluded that agency banking's wider geographical coverage significantly contributed to the promotion of financial inclusion through the facilitation of service accessibility, reducing travel costs, and alleviating the challenges of queuing at bank branches. This disparity in geographical focus could lead to varying conclusions about what drives financial inclusion. Another contributing factor could be the specific methodologies employed in each study. Differences in sample size, demographic characteristics of respondents, and data collection techniques can significantly influence research outcomes.
5.1 Conclusion

The study explored the effect of electronic banking channels on financial inclusion among small and medium-sized enterprises (SMEs) in Mogadishu, Somalia, while also investigating the moderating role of financial literacy. The findings yielded several insights regarding the influence of various electronic banking methods on financial inclusion, taking into account the potential moderating effect of financial literacy. Notably, the research highlighted that mobile banking significantly enhances financial inclusion for these enterprises. Conclusively, mobile banking plays a transformative role in enhancing access to financial services in a region with limited traditional banking infrastructure. Therefore, as mobile banking continues to gain traction, it facilitates smoother transactions, improves access to credit, and allows SMEs to operate more efficiently. The evidence suggests that increased adoption of mobile banking correlates with enhanced financial inclusion, enabling these enterprises to thrive despite the challenges posed by a largely unbanked population.

The study further investigated the effect of internet banking on the financial inclusion of these enterprises. In line with this objective, the survey findings indicated that internet banking exerts a positive and significant effect on the financial inclusion of these businesses. This conclusion highlights that internet banking plays a critical role in enhancing access to financial services for these businesses, which often face challenges due to limited traditional banking infrastructure. This suggests that as SMEs increasingly adopt digital banking solutions, they can better engage with financial institutions, facilitating smoother transactions, easier access to credit, and improved overall financial management. This shift not only empowers these enterprises but also contributes to the broader economic development of the region by promoting entrepreneurial activity and fostering a more inclusive financial environment.

The survey assessed the effect of automated teller machines (ATMs) on the financial inclusion of these enterprises. Concerning this objective, the findings revealed that ATMs have a positive and significant influence on the financial inclusion of these businesses. The study concludes that ATMs play a vital role in enhancing access to financial services for these businesses, which often operate in a challenging economic environment with limited banking infrastructure. This suggests that their availability facilitates easier and more efficient transactions for SMEs, allowing them to manage their finances more effectively. By providing a reliable means for cash withdrawals and deposits, ATMs help businesses streamline their operations, improve liquidity, and reduce the risks associated with handling cash. This accessibility is particularly crucial in a region where many individuals and enterprises may lack traditional banking relationships.

The study investigated the effect of agency banking on the financial inclusion of these enterprises. In line with this objective, the results revealed that agency banking has a negative and significant effect on the financial inclusion of these businesses. The survey concludes that despite the potential benefits of agency banking as a channel for accessing financial services, it does not significantly enhance the financial inclusion of these enterprises in the current context. The lack of a meaningful impact may be attributed to several factors, including limited awareness of agency banking services among SMEs, inadequate infrastructure, or insufficient integration of agency banking into the broader financial ecosystem. As a result, many SMEs may not fully utilize agency banking options, which could hinder their ability to access essential financial resources and services.

5.2 Recommendations

Based on the results of the survey, the following recommendations have been put forward. The government and financial institutions should collaborate to develop and promote tailored mobile banking solutions specifically designed for SMEs. By addressing the unique needs and challenges faced by these enterprises, such as limited access to credit and financial literacy, such initiatives can empower business owners to leverage digital financial services effectively.
The government should focus on collaborating with financial institutions to develop comprehensive internet banking solutions tailored specifically for SMEs by investing more in internet infrastructure that enhances internet networks for everyday business life. This initiative should focus on improving digital literacy and access to technology, ensuring that business owners can effectively utilize internet banking services to manage their finances, make transactions, and access credit.
The government and financial institutions should increase the number of automated teller machines (ATMs) in underserved areas to create more awareness for SME operators in these areas. By expanding ATM access, SMEs can benefit from greater convenience in conducting transactions, managing cash flow, and accessing financial services without the barriers posed by distance or limited banking infrastructure.
Policymakers should focus on enhancing the overall infrastructure and accessibility of financial services rather than relying solely on agency banking models. This could involve investing in digital financial literacy programs that educate SMEs about alternative banking options and services available to them, thereby empowering business owners to make informed financial decisions.
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