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ABSTRACT

The paper aims to provide broad insights towards the acceptance of plastic card
payments from merchants in Mauritius. A quantitative research approach has been adopted
for the paper whereby the perceptions of merchants have been tapped by adopting
quantitative research techniques, by conducting a survey with 200 merchants across the 9
districts of the island of Mauritius.

As far as the perception of merchants is concerned for plastic card acceptance, only
37% of merchants accept plastic card payments and they have highlighted such factors as ‘to
increase frequency sales (21.7%)’°, ‘to increase competitiveness (20.8%)” and ‘lower risks of
theft and counterfeit (19.8%)’ as the main reasons for adopting innovative payment solutions.

This original research has made a valuable contribution to the body of literature as
there is a lack of empirical and holistic studies towards innovative payment solutions in
Mauritius. Therefore, the research has enough concrete and empirical findings that would
serve as a roadmap for banking executives, credit card companies, policy makers of banking
industry and merchants to better promote and sustain the adoption of plastic cards by
devising appealing marketing strategies in Post Covid19. The research will also provide
merchants with insightful ideas to promote the adoption of plastic cards among customers as
merchants are in direct touch with customers in the retail outlets of Mauritius.

This research is innovative since it has adopted a quantitative research approach to
deepen insights into the factors impacting on the acceptance of plastic cards among
merchants in Mauritius. This paper provides a holistic perspective in understanding the
emerging phenomenon of innovative payment solutions by integrating the views of merchants
unlike other studies which have concentrated on plastic card adoption only from a
customers’ point of view. This research is one of the pioneer studies that has addressed the
benefits and challenges of plastic card payments as there are several changes happening in
the payments landscape, following the pandemic crisis around the world.

Keywords: Innovative Payment Solutions, Cashless Society, Merchants’ Acceptance,
Barriers Mauritius.

Paper Type: Research Paper
INTRODUCTION

The credit card industry is made up of two business segments: the issuance of credit
cards to consumers and the acquisition of merchants into the credit card payment scheme.
Accepting credit card payments is an important business decision that involves cost, benefits
and risk considerations. This paper discusses the merchants' personal and business
characteristics and the perceptions of merchants towards the credit card payment system, both
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of which contribute significantly to merchants' acceptance of credit card payments in the
context of an island economy such as Mauritius.

While cash remains a popular method of payment, especially for small-value
transactions, the use of cash has been declining because of the increased use of alternative
payment methods, such as credit cards. Nevertheless, cash is almost universally accepted, and
credit cards are not, especially among small and medium sized businesses. It is therefore
important to study whether increased credit card acceptance will further increase card use and
reduce cash use.

This present research provides key insights on innovative payments solutions by
tapping the views of merchants. Cash has always been a popular method of payment for
customers to pay for goods and services from merchants at the point of sale, particularly, for
small value transactions. However, several studies have depicted that the use of plastic cards
has been accelerating and that the use of cash to conduct payments have been decreasing
(Govil, 2015; Sorrel, 2016; Jones, 2017, Fung et al., 2018). In fact, different factors have
been identified behind this shift from cash to cashless payments.

Arango et al. (2015) have depicted that credit cards rewards and merchant’s
acceptance of plastic cards have a contribution in the shift from cash to plastic cards.
Moreover, the plastic card market together with financial institutions are offering customers
with a wide range of plastic card products with various features, benefits, annual fees, lower
interest rates and rewards programs that are boosting the adoption of plastic cards among
customers (Fung et al., 2018). This paper offers an innovative perspective of understanding
plastic card adoption by uncovering the extensive literature review on plastic cards
comprising the broad factors impacting on the acceptance of plastic cards, and the hindrance
factors for non-acceptance of plastic cards since existing research on the adoption of plastic
cards is limited only for developed countries and from a customer’s perspective. Likewise, no
study has explored plastic card adoption from merchants’ perspective in Mauritius. Thus, this
research project is innovative in the sense that it has provided deep insights into the factors
impacting on the acceptance of plastic cards from in Mauritius. The research will also present
a new landmark to improve the views and understanding of merchants’ attitudes about the
factors influencing on the adoption of plastic cards in Mauritius.

The main objective of the paper is to explore the perception of merchants on the
phenomenon of plastic cards in Mauritius. There is a pressing need to understand the
adoption of plastic cards among merchants for a developing country such as Mauritius as no
academic research has studied the phenomenon of plastic card adoption from merchants’
perspectives. The paper will provide merchants with enough concrete evidence on the
perceptions of customers towards the significant factors impacting on the adoption of plastic
cards since the merchants are in direct touch with customers in the retail outlets.

AN OVERVIEW OF THE CASHLESS TRANSACTIONS AND USE OF PLASTIC
CARD PAYMENT IN MAURITIUS

Over the years, the introduction of new forms of payment including credit cards, debit
cards, online payments and recently mobile payments indicates that the Mauritian economy is
gradually moving to a cashless society. These new modes of payment are being widely
accepted by many local firms across industries (including banks, telecommunication
companies, online brand stores and public services) as well as among the local citizens.
According to Global Economy. Com website (2019), 73.8% of the people aged 15+ had a
debit card in 2017 compared to 50.94% in 2011. Furthermore, the number of people aged 15+
having a credit card registered a 10% increase during the same period. One of the factors
driving the adoption the modern forms of payment by firms is the high level of smartphone
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penetration in Mauritius. According to Statistics Mauritius (2018), 53% of Mauritians aged
12 years and above own a smartphone compared to 39 % in 2016. Moreover, attitudes and
perceptions of local citizens towards contactless payments have positively changed over the
years. According to the MCB annual report (2019), the number of “Juice by MCB” users has
surpassed that of internet banking to reach around 263,000 active mobile users. This
represents almost 25% among the total 1,062,100 MCB customers. Furthermore, out of its
956,000 mobile users, “My.T money” mobile app subscribers continues to thrive since its
inception in 2019 (the number of signed up customers and merchants stood at 200,000 and
1000 merchants respectively in 2019). In addition, a 43% increase in the number of mobile
transactions and the value of mobile transactions amounting to Rs 1,323 million in 2019
(Bank of Mauritius, 2019) further confirms the trend towards the adoption of cashless
transaction in Mauritius. According to official statistics from the Bank of Mauritius (2019),
the total number of cards in circulation as at June 2019 was 1,824,724, among which there
were 297,330 credit cards and 1,340,551 debit cards. With regards to internet banking
facilities, the Bank of Mauritius (2019) reports a rise of 12.8% in the number of transactions
from 346,952 during the period June 2018 to 391,463 to June 2019. A notable increase in the
volume and value of cashless transactions has been registered in Mauritius during the
COVID-19 (sanitary curfew) period when only contactless transactions (both payments and
delivery) were allowed. This widespread use of cashless transactions during the sanitary
curfew has proved to be an eye opener for local businesses to consider these innovative
modes of payment. However, since digital payments depend on the merchants’ continuance
intention to adopt cashless payment system, this paper explores the perception of merchants
on the phenomenon of plastic cards in Mauritius.

THEORETICAL BACKGROUND
Merchants’ Acceptance and Adoption of Plastic Cards

Merchants and banks will expect some growth by debit card payments as compared to
cash payments by 2019 (DeNederlandsche Bank, 2015). Nevertheless, several studies have
demonstrated that merchants are reluctant to accept plastic card payments (Levitin, 2008;
Chakravorti, 2000). According to the World Economic Forum (2016), developing economies
have a greater percentage of paper-based payment transactions. Micro-retailers such as self-
employed firms and small stores have the tendency to stay away from electronic transactions
because of the high costs, lack of awareness and other challenges. However, Plastic cards
(debit and credit) offer merchants a wide variety of benefits that paper money (cash and
cheque) do not (Chakravorti, 2000). According to the World Economic Forum (2016), a
study was conducted in India to analyse merchants’ payment behavior. Results have
indicated that 89% of merchants who accept debit card confirmed that they would
recommend other merchants to accept electronic payments. They have also highlighted
several benefits of acceptance such as safety, quicker transaction speed, ease of use and save
time in finding change. Similarly, Bolt & Chakravorti (2008) have highlighted that lately,
some merchants have started accepting card payments for safety and convenience purposes. It
is important to note that merchants are benefiting from easier accounting and cash
management with plastic payments. For instance, since 1% June 2009, American Airlines
started to accept only card payments for inflight procurements on all its domestic routes
(Chakravorti et al., 2010).
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Perceived Risks and Hindrances of Plastic Cards to Merchants
Fees associated with the adoption of plastic cards

Customers are being more and more implored to use new payment methods.
Normally, the products that are marketed to be ‘free on usage’ with appealing rewards are
actually not free but represent a multi-billion industry. According to the Bank of Mauritius,
the total value of payments made at point of sale (POS) in Mauritius consisted approximately
Rs 146 billion in 2015. There was also an estimated amount of Rs 3.6 billion that was shared
as ‘fees’ among payment system operators. Rochet & Wright (2009) have depicted in their
study that although plastic card payments are gaining popularity and achieving great heights,
merchants often complain that the fees they have to pay in order to accept credit cards
payments are out of proportion. Payment of fees at different levels are indeed viewed as a
really complicated structure that regrettably very often acts as a pain to merchants who have
to settle the bill for electronic payments as well as for customers who are trapped through
ambiguous contracts and associated hidden costs. Additionally, the habit to use cash,
complexity of card payment and fees associated with the adoption of payment cards pose
significant barriers for merchants in adopting plastic cards.

Merchant Discount Rate (MDR) or Merchant Service Commission (MSC)

The merchant discount rate is the rate charged to a merchant for payment processing
through debit and credit card transactions. According to the Competition Commission of
Mauritius, the MSC comprises of three main components, that is, the Issuer Interchange Fee,
network costs allocated to Visa and MasterCard, and the acquirer’s own costs and mark up.
In their study, Arango & Taylor (2008) have highlighted that acquirers offer merchants
specific rates depending on their monthly sales volumes and risk calculation. Therefore, the
higher the credit card sales the lower the rates (to encourage economies of scale). While
higher risk, as viewed by acquirers, is associated with higher rates.

In Mauritius, the merchant discount rate has risen significantly in the recent years and
actually ranges from just under 2% to over 3% of the total transaction amount. According to
Bank of Mauritius, about 35% of the merchant discount is paid to the acquirer, 10% - 15% is
paid to the credit card company while the largest portion — 50% - 60% goes to the issuer as
interchange, a fee paid by the merchants to compensate the credit card issuers (usually banks)
for assuming the costs and risks associated with credit cards. Therefore, the Competition
Commission of Mauritius (2016) has highlighted in their study that a large number of
merchants do not accept cards at point of sales. According to CCM’s merchant survey, only
48% of merchants in Mauritius accept payment cards. This figure of 2015 (48%) was more or
less the same as the total number of merchants accepting cards in 2012, despite an increase in
number of point of sales terminals has been registered.

However, in another study, the Bank of Canada has conducted a national survey of
merchants in 2006. This survey has analyzed merchants’ accepted modes of payment for
point of sales transactions, how merchants view payment methods, the share of each payment
method by annual sales and the cost associated with accepting payment cards. Results have
revealed that 89% of the merchants who answered to the survey accept cash, debit and credit
card payments simultaneously. Despite the high acceptance rate by merchants, merchants
have the tendency to view each means of payment differently.

“While 53 per cent of respondents prefer debit cards the most (followed by cash at 39 per cent), only 5
per cent say they prefer credit cards the most” (Arango & Taylor, 2008 pp.2).
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Merchants are not willing to accept payment by cards as the merchant fees are
relatively high, controlled by high sub-component costs (issuer fees, acquirer fees and
proprietary or network fees). A study by Chakravorti & Emmons (2001), has shed light on
the fact that the choice to accept credit cards seems to reduce merchant revenues by one to
three percent — the value of discount merchants faces while converting credit card receipts
into bank funds. Merchant fees have a more significant impact on smaller merchants who
have lower volumes of payments. Credit cards are less likely to be accepted at restaurants,
general merchandise and personal service stores but are fully accepted at petrol pumps, in the
furniture, trade and apparel service (Arango & Taylor, 2008). Therefore, CCM (2016, pp.10)
has proposed that

“Lower merchant fees could increase the level of card acceptance by merchants in Mauritius, which is
currently relatively low at 48%, further enhancing the scope for growth in the acquiring market”.

Issuer Interchange Fee (11F)

Issuer Interchange Fee (IIF) refers to the fee paid by an acquirer (the merchants’
banks) to an issuer (the cardholders’ banks) for each point of sales transaction paid by a
payment card issued by the latter (Rochet & Tirole, 2000). They have further elaborated that,

“In a payment card transaction, the consumer’s bank, called the issuer and the merchant’s bank, the
acquirer, must cooperate in order to enable the transaction” (pp.1).

The Issuer Interchange Fee is usually allocated as a percentage of the transaction
value. Interchange fees increase marginal cost for acquirers and decrease the marginal cost of
issuers by the same amount. According to the European Commission Report (2015) profit-
maximization firms respond to cost changes by adapting prices, hence interchange fees
increase fees on one side of the market (merchant side) and decreases fees on the other side
of the market (cardholder side).

The level of interchange fees affects merchants’ decision to accept or reject plastic
cards. In some countries, the issuer interchange fees have seen sharp movements while in
other countries they have remained moderately steady (Weiner & Wright, 2005). According
to European Commission Report (2015) merchants are forced to accept plastic cards even if
they are far more expensive than other means of payments for several reasons. Nowadays,
consumers carry cards instead of cash with them. Therefore, they fear that if they don’t
accept payment by cards their customers would switch to other merchants. It has also been
argued that the level of interchange fees motivates merchants to discourage the use of plastic
cards especially for lower value transactions.

Wright (2003) has highlighted in his research that several policymakers such as the
European Commission and the Australian Central Bank have disputed that card associations,
that is, Visa and MasterCard have set a too high interchange fee. This is acting as a hindrance
towards merchants’ acceptance of plastic cards as they have to pay a lot for accepting card
payments. Similarly, the 1IF applicable in Mauritius have been respectively set by Visa and
MasterCard for their individual card network. Rochet & Tirole (2000) have disputed that a
merchant’s total benefits and its decision of whether to accept a payment card does not only
depend on technological benefits such as protection as theft, fraud control and rapid
transactions but also “on the product of its increase in demand due to system membership
and its retail markup.” Therefore, Baxter (1983) has overstated merchants’ resistance to an
increase in both merchant discount and interchange fee.

Borestam & Schmiedel (2011) have analysed the interchange fees of different
countries (Belgium, France, Estonia, Portugal, Italy, and Spain) and found that the
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interchange fees have been declining over time. In Portugal, the interchange fee in 2010 was
0.57%, this was considered as the second lowest level over the previous nine years. This was
mainly due to increased competition with international payment card schemes. In Germany,
the interchange fee has remained almost constant since its introduction. In the United
Kingdom, the interchange fee for credit card purchase have decreased while the interchange
fee for debit card purchase have increased. In Slovenia, the interchange fee has remained
constant at the same level for 15 years, expect for one scheme in 2007 that increased the
interchange fees by 16.7%.

High Cost Associated with Point of Sales Terminal

According to a study by Dalberg (2016), entitled ‘Small merchants, Big opportunity’
results have revealed that more than 180 million micro and small merchants function across
the developing world. Although independently these businesses are small, their influence
within the global economy is quite significant. These micro and small merchants transact
over $6.5 trillion every year and interact with more than $4.5 million customers on a daily
basis. The study also explained “Because these merchants typically have thin margins, low-
income customers and small transaction values, and operate in cash-based ecosystems, little
has been done to integrate them into the cashless economy”. They have also stressed out the
fact that the hardware used in most of the digital payment systems is quite expensive to buy
and maintain. They have to pay rent or else purchase the terminal which is quite expensive
for them. Similarly, Chakravorti (2000) has depicted that merchants are unwillingly to adopt
electronic payments due to the large transition costs involved in obtaining the necessary
hardware and training of staffs.

In another study by the Bank of Canada’s survey (2006) results have depicted that
merchants pay about $45 to $53 a month for their payment processing and banking services,
this may also include terminal leasing. The survey also highlighted that although the
questionnaire did not consist of questions on communication costs, 56 per cent of respondents
revealed that they use dial-up lines and 30 per cent use high-speed lines and most of the
respondents use only one connection. Similarly, Dalberg (2016) has highlighted that cashless
acceptance is presently not the right time for micro and small merchants. This is so because,
utmost micro and small merchants in developing countries operate within a cash-based
ecosystem and hence making their income tied electronically is not a good idea. In order to
get a payment terminal, these micro and small merchants need to go through lengthy and
complex application procedures. According to one banking study in Philippines, these
terminals cost around $150 to above $700 depending on their capabilities, with the need for
software upgrades costing around $300 per year.

According to the Boston Consulting Group (2016), in India the merchant acceptance
for cards has by and large been stagnant for the past few years. India is considered as one of
the most underpenetrated with world, with approximately one million point of sales terminals
accepting card payments at around 700,000 to 800,000 merchant outlets. The most significant
reason for this low penetration is the high cost of ‘terminalizing’ merchants. On top of that,
once they have the terminal in their possession, they often face much difficulty in processing
transactions as they are frequent inconsistent electricity and faulty connection. Lastly, as
stated above, merchants pay numerous fees to accept payment cards. Therefore, due to the
fact of their thin margins and very few of their customers pay by cards, these small merchants
do not perceive cashless acceptance as critical to their success (World Bank Group and World
Economic Forum, 2016).
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Time Consuming, Complex and Potential for Error for Processing Card’s Transactions

Merchants working in busy environment like markets and buses found processing
cards transactions quite time consuming and complex as lots steps are involved. In the
Dalberg report (2016, pp.11), they have cited the experience of an electronic shop owner:
“My customers tried to use his card, but it didn’t work- he got impatient and left. I don’t want
this headache”. In Columbia, merchants are required to enter their transaction value and tax
amount separately whereas for debit card, customers are required to enter their PIN and also
sign for most transactions. In the same study, they have cited another example of a restaurant
owner in Indonesia facing frequent problem of employees entering the wrong amount. This
cause the business to either overcharge or undercharge its customers. In Bogota, a tailor shop
owner admitted that processing digital payments is actually too complicated for her
employees. Therefore, it is important to note that “the potential for error poses a significant
barrier to merchant adoption of digital payment systems” (pp.11).

Benefits of Plastic Cards to Merchants
Increase in sales by adopting plastic cards

Several studies (Chakravorti, 2000; Arango & Taylor, 2008; Levitin, 2008; Dalberg,
2016) have shown that the biggest benefits that plastic payments provide merchants with is
that, consumers considerably spend more when purchasing with plastic than with paper. The
consumer price elasticity depends largely on the method of payment. In comparison to paper,
plastic augments consumers’ willingness to pay for their products and services and to make
additional unplanned purchases. Nowadays, many restaurants and coffee shops are accepting
payment cards because of their rapid transaction speed as well as to increase their sales
(Chakravorti, 2010). Also, merchants that accept cards sell more in contrast to identical
merchants and earn higher profits.

Similarly, a study by Dalberg (2016) has depicted that customers are willing to pay
significantly more for the same product when paying with cards versus cash. Therefore, in
order to benefit from greater consumer spending, merchants are ready to pay any price it.
Although cash is perceived as cheaper on average for merchants, the overall benefits of cash
acceptance is nothing compared to the increased spending that goes with debit and credit card
usage. According to CCM’s merchant survey (2016), merchants accept card payments for
two most common reasons; ‘risk of losing sales’ and ‘increase frequency sales’. However,
merchants do not want to distinguish between cash and credit prices but instead they want to
distinguish between rewards and non-rewards cards and also between debit and credit cards
S0 as to boost the use of payments systems with the lower net costs. They have already started
doing so by introducing the no shipping fee.

Wright (2001) has highlighted that contrast to cash, plastic cards provide customers
with instant access to cash or funds which ensure that customers will have the facility to
make immediate purchase decisions. He has also identified two types of purchases: Impulse
purchases and Normal purchases. Plastic cards provide customers with unlimited budgets
which then lead to impulse purchases. However, this is not the same with cash payment, as
customer already have a limited amount of cash in their pocket to tend to make normal
purchases.

Attract Customers Who Like Card Payments

Chakravoti & To (2007, cited Wright 2010) have provided a model to illustrate why
merchants accept credit cards, grounded on the ability of credit cards to extend their illiquid
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customers’ consumption ahead in time and assure sales today versus uncertain sales
tomorrow. Merchants will also accept payment by cards for tactical reasons such as to attract
those customers who like to pay by cards from competitors who do not accept card payments
(Rochet & Tirole, 2000; Wright, 2001; Wright, 2003; Weiner & Wright, 2005; Borestam &
Schmiedel, 2011). According to the Capgemini report (2011), by accepting the most popular
payment cards, merchants are able to increase sales as well as attract potential customers. In a
similar vein, merchants may be obliged to accept cards out of fear that if they don’t accept
cards, their customers will go to other merchants.

According to the CCM’s report (2016) merchants’ willingness to accept cards
depends largely on their competitive aspects to offer customers with the best service.
However, Wright (2001) found that the interchange fee is much higher when merchants
compete against other merchants to attract customers paying by cards. He has also
highlighted that consumers do not select which industry to buy from based on whether
merchants in that particular industry accept card payments or not but customers tend to
purchase from the industry they are accustomed and matched to. Nevertheless, Chakravorti
(2000) has contradicted that customers prefer to frequent merchants that accept plastic cards.

Sustained Adoption of Plastic Cards

Plastic card is viewed as an important payment tool for customers all over the world
and according to several studies (Garcia, 1980; Feinberg, 1986; Hayhoe et al., 2000; Bernthal
et al., 2005; Pudaruth et al., 2013), it will continue to be so in the future, particularly in the
world of shopping. Numerous studies have depicted that there exists a significantly positive
relationship between plastic card adoption and customer’s future usage intention (Durkin &
Prince, 2000; Chien & DeVaney, 2001; Joo & Grable, 2004; Pudaruth et al., 2013). In a
similar vein, a study by Zafar et al., (2010) has highlighted that with time, the eligibility
criteria to obtain a credit card have been increasingly relaxed and thus making the number of
plastic cardholders reached to an amount of three million by the turn of the last century and
will definitely continue to climb the ladder in the future. However, Patil (2014) has concluded
in her study that the future growth of plastic cards would depend largely upon the banks’
willingness and capacity to meet and satisfy the challenges involved with plastic card
adoption. On the other hand, banks should make use of the opportunities available profitably
to satisfy customers as customers’ interest is of supreme importance.

RESEARCH METHODOLOGY

A structured questionnaire consisting of several sections was developed whereby the
questionnaire items were constructed and adapted from existing intensive literature review
and the list of sources has been included in the list of references. In this study, the opinions of
merchants towards acceptance of plastic cards payments were assessed on five-point Likert
scale (1: Strongly Disagree, 5: Strongly Agree) and nominal scale (1: Yes, 2: No). Statistical
techniques were used to process the data with statistical programme SPSS 24.0.

Sampling Plan

The targeted population consisted of merchants across the 9 districts of Mauritius to
capture their perception on the acceptance of plastic card payments. The sample size
amounted to 200 retail and non-retail merchants through the convenience sampling technique.
Face to face interviews by trained fieldworkers were carried with the merchants in the nine
districts across Mauritius for achieving a greater geographical representativeness.
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The Cronbach’s Alpha overall value for the entire merchant questionnaire was 0.988
and such a high figure infer that the questionnaire was a very good indicator of what the
researcher wanted to investigate in Table 1. According to Hair et al. (2005), a coefficient of
less than 0.6 indicates marginal to low internal consistency and a value of 0.60 or more
indicates satisfactory internal consistency reliability (Churchill, 1979).

Table 1

DEMOGRAPHIC PROFILE AND DETAIL OF BUSINESS OF MERCHANTS

Gender

Female, 47%

In terms of gender classification, 53 %
merchants were males and 47 %
merchants were females.

of
of

Black river
Savanne
Grand port
Flacq
Moka

Pamplemousses

Port Louis

classification, the majority of
respondents were from Plaines
Wilhems (40.5%), followed by
Grand Port (21%),
Pamplemousses (8%), Flacq
(6.5%), Moka (9%), Port Louis
(5.5%), Black River (5.5%),
Savanne (2.5%) and Riviere du
Rempart (1.5%)

47%
Male, 53 %
= Males = Females
Age Group
40.0% . e
Moreover, in terms of age classification,

35.0% the merchants of the survey study were in
30.0% the age group of Between 18 and 24
25.0% (6.5%); Between 25 and 34 (18.5%);

= Between 35 and 44 (34%); Between 45
20.0% and 54 (28.5%) and 55 and above
15.0% (12.5%)-
10.0% 6.5%

5.0% =

0.0% = = =

Between 18 Between 25Between 35Between 45 55 and
and 24 and 34 and 44 and 54 above
District Classification
Riviere du rempart . L.
Concerning district
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Service

Nature of Business
Manufacturin

62

Trading

According to nature of business,
67% of merchants are in the
Trading business, 27% are in the
Service business and 7% are in the
Manufacturing business.

Others
Household items

Health and medical services

Jewelry and luxury items
Textile products

Leather products and footwear
Cosmetic and beauty products
Automobile services
Educational services

Groceries

Food and accommodations

Types of goods and services

Travel and entertainment...

0%

7%
6%
5%
1%
2%
16%
3%
9%
6%
5%

20%

5% 10% 15% 20%

23%

25%

In terms of goods and services,
23% of merchants provide food
and accommodations, 20% sell
groceries, 16% sell textile
products, 9% provide cosmetic and
beauty  products, 6%  sell
household items and automobile
services respectively, 5% provide
health and medical services and
educational services respectively,
3% sell leather products and
footwear, 2% sell jewelry and
luxury items while only 1%
provide travel and entertainment
services. 7% of merchants provide
other services such as nail salon,
photo studio, wood work, general
retailer, postal services,
wholesaler and gas station.
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Merchants’ Acceptance of Plastic Cards in Table 2.

Table 2
FREQUENCIES ANALYSIS FOR MERCHANTS’ ACCEPTANCE OF PLASTIC CARDS

Banking institutions for merchants (n=74)

More than 2 banks B 2%

Regarding the banks which merchants

More than 1 bank I 12% .
! deal with, we can have observed that the

SBM I 29% Mauritius Commercial Bank is the leading
bank in Mauritius (49%), followed by the
Mch I 49% State Bank of Mauritius (29%), Barclays

(5%), MauBank (3%) and Bank One (1%).
12% of merchants deal with more than 1
5% bank while only 2% of merchants deal
with more than 2 banks.

MauBank M 3%
Barclays
BankOne [ 1%

0% 10% 20% 30% 40% 50% 60%

Acceptance of card payment by merchants (n=200)

In terms of merchants’ acceptance of
plastic cards in Mauritius, majority of
merchants (63%) do not accept plastic
card payment while only 37 % that is 74
merchants out of 200 merchants accept
plastic card payment. Among the 37%
merchants who accept card, 26.5% are in
the trading business, 7.5% in the service
and 3% in the manufacturing business.

63%

= Yes = No

Types of cards accepted by merchants (n=74)

Debit cards
45.6 % of merchants accept debit cards,
39.5 % accept credit cards and 15% accept
prepaid Card.
Credit cards
o -
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Number of years of acceptance of plastic cards by
merchants (n=74)

More than 5 0
years 14.5% 2 - 3 years
ago
4 - 5 years 3 -4 years
ago ago

Majority of merchants (14.5%) have been
accepting plastic cards for more than 5
years, followed by 9% for more 2-3 years
ago, 7.5% for 3-4 years ago and 3%
respectively for less than 1 year and 4-5
years ago. We can observe that card
acceptance among merchants have
started a long time back.

Reasons for adopting plastic card payments by merchants
(n=74)

22.0% 21.7%

g 20.8%
B (]
19.8%
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Most merchants (21.7%) have highlighted
“increased frequency sales” as the main
reason for accepting plastic card
payments.  Followed by increased
competitiveness (20.8%), lower risk of theft
and counterfeit (19.8%), risk of losing
sales (19.3%) and lower risk of human
error during exchange (18.4%).

Reasons for non- adoption of plastic cards among
merchants (n=126)

System breaks down N 6.0%

After-sales serviceisbad M 1.5%

| have to make payment in... I 18.2%

It has increased my tax... N 7.0%

. 5.0%

It is not secure

It takes too long to get paid B 3.7%

Takes too much time to...

I 9.0%
.. 5.2%

The minimum balance..

T 15.7%

It is too expensive given...

e 18.2%

Customers rarely ask for it
| find it difficult to learn... I 10.5%

0.0% 5.0% 10.0% 15.0% 20.0%

18.2% of merchants have indicated that
they must make payment in cash so prefer
receiving cash and customers rarely ask for
it as the main reason why they do not
accept plastic cards as a payment
instrument. 15.7% of merchants have
reported that plastic card payment is too
expensive given their margins, followed by
they find it difficult to learn and understand
how to use it (10.5%), it takes too much
time to operate (9%), it has increased my
tax burden (7%), system breaks down (6%),
the minimum balance required on my
current account is too high (5.2%), it is not
secure (5%) & it takes too long to get paid
(3.7%).
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Likeliness for merchants to accept plastic cards in the future (n=126) |

T0.0% 5.5%
60.0% 8.5% .
50.0% 5% [0
m.'m .
30.0% 17.0%
~ 1l
0.0%
Very Unlikely  Unlikely Meutral Likely Very Likely

17% and 13.5% of merchants
have clearly stated that they are
very unlikely and unlikely to
accept plastic card payment in
the future. At the same time 8.5%
are likely to accept plastic card
payments. Only a small
percentage (5.5% out of 63%)
are very likely to adopt plastic
cards in the future.

Percentage of sales occur by plastic card for merchants (n=74

Less than Between Between Between More than
1% 2-5% 6-10% 11-25% 25%

11.5% of merchants have
highlighted that more than 25%
of their sales occur through
plastic cards, followed by 10%
for sales between 6-10%, 7% for
sales between 11-25%, 4.5%
sales between 2-5% and 4% for
sales of less than 1%

Merchants preferred mode of payments (n=74)

Cash 29.7%

Cheques 4.9%

Debit cards 27.0%
Credit cards 25.4%
Mobile banking 7.6%
Prepaid cards 5.4%

29.7% of merchants prefer their
clients to pay by cash, 27% by
Debit cards, 25.4% by Credit
cards, 7.6% by Mobile banking,
5.4% by prepaid cards and 4.9%
by cheques

Merchants most preferred payment instruments (n=74)
05%  0.5%

I

7%

2%

= Mobile banking = Cheques
= Cash Debit cards

= Credit cards = Both debit and credit cards

Merchants  most  preferred
payment instruments is cash
(15%), followed by plastic cards
(12%), Debit cards (7%), Credit
cards (2%) and 0.5% for Mobile
banking and cheques
respectively.
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MERCHANT’S PERCEPTION ON CUSTOMER’S MODE OF PAYMENT
Mode of Payment Most Frequently Used by Customers

Empirical estimates have demonstrated that 43.8% of merchants depicted that “cash”
is the most frequently used payment instruments that customers use to conduct their
payments, followed by 28.8% for debit cards, 19.6% for credit cards, 4.6% for mobile
banking and lastly 3.3% for prepaid cards. Empirical results have shown that cash is still a
dominant payment instrument among the Mauritian population in Figure 1.

50.0%
45.0%

43.8%

40.0%
:g:g:ﬁ 28.8%
25.0% 19.6%
0,

15.0%
lg'g:j: 4.6% 3.3%

0.0% | ]

Cash Debit cards  Credit cards Mobile Prepaid cards
banking
FIGURE 1

MODE OF PAYMENT MOST FREQUENTLY USED BY CUSTOMERS (N=74)
Percentage of Customer Paying by Plastic Cards

11% of merchants in Mauritius have admitted that between 11-25% of their customers
pay by plastic cards, 9.5% and 7.5% of merchants believed that between 6-10% and between
2-5% of their clients use plastic card to pay for purchases. Moreover, only 3% of merchants
have admitted that less than 1% of their customers pay by plastic cards in Figure 2.

More than 25% N 6.0%
Between 11 -25% I 11.0%
Between 6 -10% NI 9.5%
Between 2-5% NI 7.5%
Less than 1% [N 3.0%

0.0% 20% 4.0% 6.0% 8.0% 10.0% 12.0%

FIGURE 2
PERCENTAGE OF CUSTOMER PAYING BY PLASTIC CARDS (N=74)
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Increased in Customers Spending by Plastic Cards

18% of merchants have witnessed a high increased in customers spending by plastic
cards whilst 14% of merchants think that customers spending by plastic cards is same as
compared to several years ago. 3% of merchants think that customers spending by plastic
cards is low in Mauritius while 2% think that there has been a very high increased in
customers spending by plastic cards in today’s time Figure 3.

20% 18%
15% 14%
(]
10%
5% 2% 3%
0%
oy I °
Very High High Equal Low Very Low

FIGURE 3
INCREASED IN CUSTOMERS SPENDING BY PLASTIC CARDS (N=74)

Future Expectation of Growth of Plastic Cards in the Business Sector

32.4% and 24.3% of merchants respectively expect that 20 — 40% and 41 — 60% of
their growth in business will occur through plastic cards in the future. 17.6 % of merchants
respectively believe that below 20% and 61 - 80% of their growth in business will occur
through plastic cards while only 8.1% think that 81 — 100% of their growth in business will
occur through plastic cards in the next few years Figure 4.

81-100% I 8.1%

61-80% [ 17.6%

a1-co% I 20.3%

20-a0% [ 2.4%
Below20% [ 17.6%

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0%

FIGURE 4
IN THE NEXT YEARS, WHAT PERCENTAGE OF GROWTH IN BUSINESS DO
YOU EXPECT THROUGH PLASTIC CARDS? (N=74)
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PERCEIVED RISKS AND HINDRANCES OF ACCEPTING PLASTIC CARDS
Victim of Plastic Card Fraud and Type of Fraud Encountered

Findings have indicated that only three (3) merchants out of the 71 merchants have
been victim of plastic card fraud since trading through plastic cards. The three merchants
have further elaborated that they have come across people giving wrong or fake card, unpaid
cards and also unauthorized people having access to the pin code of someone else card.
However, 35.5% of merchants admitted that they have not experienced any card fraud till
now. These problems have indeed created a hindrance among a few merchants as Levitin
(2008) has identified in literature that merchants do not want to encourage or promote the use
of plastic cards although plastic cards are considered as the cheapest method of payment in
Table 3 & 4.

Table 3
HAVE YOU BEEN VICTIM OF CARD FRAUD SINCE
TRADING THROUGH PLASTIC CARDS? (N=74)
Frequency Percent
Not applicable 126 63.0
Yes 3 15
No 71 35.5
Total 200 100.0
Table 4

DESCRIPTION OF TYPE OF FRAUD ENCOUNTERED
Give a brief description of type of fraud encountered | Total

People give the| The cardholder was not | Unpaid
wrong card or a| the owner of the card | cards
fake one but had the pin code
Have you been|Not applicable| 126 0 0 0 126
victim of card Yes 0 1 1 1 3
fraud since
trading through No 71 0 0 0 71
plastic cards?
Total 197 1 1 1 200

Merchant Service Commission and Issuer Interchange Fee

Findings have revealed that out of the 37% of merchants who accept plastic cards as a
mean of payment, 22.5% of merchants have no clue about what consist of Merchant Service
Commission and Issuer Interchange Fee even though they accept card payment from clients.
However, 14.5% of merchants are aware of Merchant Service Commission and Issuer
Interchange Fee and 12.5% of them have been able to give a brief description of the fees.
Most merchants have defined the fees as a commission that banks charged for every
transaction done by cards.

Concerning MSC, 0.5% of merchants said that MSC rate in Mauritius is 0.03%, 2%
merchants (1% MSC), 1.5% of merchants (2% MSC), 0.5% of merchants (2.5% MSC), 6%
of merchants (3% MSC), 0.5% of merchants (1-3% MSC) and 0.5% (2-3% MSC).
Concerning 1IF, 0.5% of merchants said that IIF rate in Mauritius is 0%, 9% of merchants
(1% I1F), 0.5% of merchants (2% IIF) and 2% of merchants (3% IIF) in Table 5 & 6.
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Table 5
ARE YOU AWARE OF MERCHANT SERVICE
COMMISSION AND ISSUER INTERCHANGE FEE? (N=74)
Frequency Percent
Not applicable 126 63.0
Yes 29 14.5
No 45 225
Total 200 100.0
Table 6
MERCHANT SERVICE COMMISSION AND ISSUER INTERCHANGE FEE
Percentage of Merchant Service Percentage of Issuer Interchange
Respondents (%) Commission Respondents (%) Fee
0.5 0.0275% 0.5 0%
2 1% 9 1%
15 2% 0.5 2%
0.5 2.5% 2 3%
2.5 2.75%
6 3%
1 1-3%

Transaction Size for Acceptance of Plastic Cards

Out of 37% of merchants who accept card payment, 25.5% do not have any
transaction size under which they do not accept card payments while 11.5% of merchants
have depicted that they have a transaction size under which they don’t accept card payment.
0.5 % of merchants have a limit of Rs 50, followed by 0.5% of merchants have a limit of less
than Rs 100, 8% of merchants have a limit of Rs100, 0.5 % of merchants have a limit of Rs
150, 1.5 % of merchants have a limit of Rs 200 while 0.5 % of merchants have a limit of Rs

1000 in Table 7 & Table 8.

IS THERE ANY TRANSACTION SIZE BELOW WHICH
YOU DON'T ACCEPT CARD PAYMENT? (N=74)

Table 7

Frequency Percent
Not applicable 126 63.0
Yes 23 11.5
No 51 25.5
Total 200 100.0
Table 8
PLASTIC CARD ACCEPTANCE LIMIT
Percentage of Respondents (%) Transaction Size
0.5 Rs 50
0.5 Less than Rs 100
8 Rs 100
0.5 Rs 150
1.5 Rs 200
0.5 Rs 1000

DISCUSSIONS AND MANAGERIAL IMPLICATIONS

Over the years, plastic card payment emerged as the much preferred mode for making
Business to Business (B2B) and Business to Consumer (B2C) payments in Mauritius. The
overwhelming increase of plastic money usage among the local citizens and firms has been
driven by several factors such as the rapid internationalisation of businesses including Small
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and Medium Enterprises (SMEs), heavy dependency on imported raw materials, fast growth
in e-commerce and the increase in the number of platforms encouraging cashless options of
buying among others. Moreover, contactless payment in the midst and post COVID-19
pandemic era is expected to rise as the perceived hygienic security is higher than it is for
normal POS payments. Since, digitalisation of payment depends a lot of the merchants’
intention in adopting cashless, this study explored the perception of merchants on the
phenomenon of plastic cards in Mauritius. This knowledge is pertinent to all stakeholders of
the digital payment industry in readjusting to the new normal through the organisation of
payments facilities in the post crisis world. Moreover, the formulation and implementation of
customer-focused and efficient will make the payment industry more resilient to the global
COVID-19 pandemic.

This research has several managerial implications for professionals and executives in
the plastic card services, digital executives, senior business analyst, and financial institutions
in plastic card department, customers and merchants. The present research has shed light on
some interesting findings that are very important for policy makers, banking institutions,
customers, merchants and other stakeholders in the plastic card network, to increase their
plastic card services among customers and merchants in an emerging economy such as
Mauritius.

The paper will provide banking executives and professionals from the plastic card
section of banking institutions with deep insights on how to better sustain the adoption of
plastic cards by providing further training to merchants on the factors that customers take into
consideration while adopting plastic card services. Banking professionals and executives in
the plastic card department should ensure regular courtesy visit in several retail outlets across
Mauritius, whereby merchants and retailers are empowered about the benefits of plastic card
payment. Moreover, banks should maintain good relationship with merchants by visiting
merchants regularly to ensure POS is working smoothly. In addition, courtesy visit of plastic
card executives from the different banking institutions will enable to cultivate the relationship
with retail merchants.

The research will also educate merchants about the benefits of accepting plastic card
services from their clients and how they can enhance the adoption of plastic cards by
providing their customers with regular gifts and rewards. Merchants should also ensure that
they have enough knowledge on different factors such as ‘Merchant service commission’ and
‘Issuer interchange fee’. In addition, by attending regular training sessions and seminars
conducted by the banking and financial institutions will enable merchants to conduct
transaction using point of sales terminals more effectively. Moreover, merchants should
avoid the arbitrary fixing of minimum and maximum amount of purchases if they want to
enlarge their plastic card services network.

Empirical findings have revealed that out of the 37% of merchants who accept plastic
card payment, 11.5% of merchants have depicted that they have a transaction size under
which they don’t accept payment by plastic cards. Therefore, it is recommended that, for
merchants to gain customer loyalty, customer retention and customer satisfaction, they should
avoid the arbitrary fixing of minimum and maximum amount of purchases and levy of
commission or charges. The merchants should also follow the card acceptance rules and
policies as proposed by their banks and card agencies. Merchants should always disclose the
refund and return policy to their clients before making a purchase by plastic cards. Merchants
should never refuse to accept plastic card payment from their customers, especially during
discount periods.

Merchants should do the due diligence when accepting plastic card payment from
their customers as empirical findings have revealed that customers find it risky to give their
personal information when using plastic cards, followed by plastic cards involved high
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potential for privacy loss of personal information. Merchants are recommended to take all the
necessary precaution to protect cardholders’ sensitive data and personal information and keep
complete privacy to avoid card frauds and charge back problems. Moreover, empirical
findings have also revealed that customers are afraid that their personal payment information
may be inappropriately used by the plastic card issuer. Thus, merchants should also build a
secure network and make sure that the stored information are not misused by their staffs.
Merchants can also develop a system for safely eliminating customer data from their network.

Empirical findings have revealed that customers have quite an unfavorable view on
the incentives provided by merchants upon payment with plastic cards. As Mwende et al.
(2017) have highlighted that the main reason for customers to adopt credit cards are because
of credit card incentives. Therefore, merchants are recommended to provide their customers
with regular gifts, discounts and vouchers upon payment with their plastic cards if they want
to maintain good long-term customer relationships with their clients. Merchants can add
some kind of rewards for purchasing with plastic cards and this reward will surely encourage
buying behavior and promotes loyalty towards the adoption of plastic cards services. Black
Friday is gaining great importance around the world; hence merchants can offer their
customers with an additional discount if they are using their plastic cards to conduct their
payment during the Black Friday period.

Merchants as well as their employees are recommended to follow proper training
before starting conducting transactions with the point of sale terminals as the merchant’s
survey has highlighted that merchants find it difficult to cancel the purchases after processing
a card payment. Merchants and employees can take part in modular training which is short
and flexible segments of training instead of a whole day session. Merchants should always
participate in educational campaigns organized by the financial and banking institutions in
order to deepen their understanding on plastic card services and point of sales payments. The
training programmes and education campaigns would help the merchants to process their
customers’ transactions swiftly and without conducting any error. This will also improve
customer experience at point of sale and lead to higher confidence among employees.

Merchants should ensure that the training sessions on point of sales payment systems
highlight the following aspects:

1. General information: about how to turn on and turn off the point of sale terminal, how the employee
should login and also how to navigate with the point of sale system.

2. Payment: how to enter the payment amount, how to select different accounts such as saving account,
checking account

3. Other topics: how to process refunds, administer coupons/ loyalty programs

Merchants are the only ones who are always in direct contact with cardholders on a
day to day basis. Hence, by portraying merchants as the ambassadors of plastic cards,
merchants should be able to sensitize their clients that the possession of large amount of cash
involves great risks as thefts and crimes have increased significantly during the last few
years. Being an ambassador of plastic cards, merchants should communicate and explain to
their customers as the rapidity, safety, security and conveniences associated with the adoption
of plastic cards.

Moreover, as findings have revealed that 22.9% of respondents do not adopt plastic
cards, merchants should therefore persuade the non-cardholders to adopt plastic cards to
conduct all their transactions. Merchants as ambassadors of plastic card services, should
create and raise awareness among both cardholders and non-cardholders to sustain the
adoption of plastic cards. As empirical findings have revealed that cash is the mode of
payment most frequently used by customers (43.8%), therefore, merchants should encourage
their customers to pay by plastic cards instead of cash.
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Empirical findings have depicted that 18% of merchants believed that there has been a
high increased in customer spending by plastic cards. Moreover, 12% of merchants expect
20-40% of their sales to occur through plastic cards in the future. Hence, if merchants want to
increase the number of customers paying by plastic cards and at the same time increase their
sales, merchants should build and maintain trustworthy relationship with their customers.
Majority of merchants (11%) have depicted that between 11-25% of their customers pay by
plastic cards. Therefore, merchants should establish a pleasant relationship with these
customers if they want to maintain long term relationship and attain loyal customers.
Empirical estimates have also highlighted that plastic cards are associated with IT savvy and
affluent people, hence, merchants should treat these customers as unique and special since
they are the ones who use their plastic cards the most to conduct payment transactions.
Moreover, merchants create a modern day personal retail relationship with their regular
customers who pay by plastic cards if they want to sustain the rapid growth of plastic cards in
Mauritius.

All the merchants accepting plastic card payment should organize monthly or yearly
seminars where they can meet under one platform to discuss about the problems merchants
are facing, strategies they can use to motivate merchants who are non-adopters of plastic
cards to adopt and accept plastic card payment in the future and the future prospect of plastic
cards in post pandemic situation. Moreover, the committee should appoint one leader who
would be responsible for regular visit in the different retail outlets to ensure that the
merchants are not facing any problems. Empirical findings have revealed that only 7% of
merchants in the manufacturing business adopt plastic cards. Hence, there should be greater
emphasis on merchants owing manufacturing business and encourage them to adopt plastic
card as it is safe, rapid and more convenient. Moreover, merchants who do not accept plastic
card payments should also be invited during these seminars and conferences so that they will
gain knowledge and understanding about the benefits associated with acceptance of plastic
cards and the opportunities related with plastic card payments in post Covid 19 among the
smart customers of a cashless society such as Mauritius.

CONCLUSION, LIMITATIONS AND FUTURE RESEARCH DIRECTIONS

This paper has aimed to provide insights on plastic card acceptance by tapping the
views of merchants. This paper will help policy makers, customer, merchants, banking
professionals and executives in the plastic card section and financial and banking institutions
devise their strategies to sustain the adoption of plastic cards in Mauritius, which is striving
towards a cashless society following COVID-19 pandemic. Based upon the
recommendations which have been made, the study has highlighted the need to have a serious
re-look on the broad factors impacting upon the acceptance of plastic cards among merchants
in Mauritius. This research provides a guideline as to where banks position themselves with
respect to plastic card payments practices for merchant segments in Mauritius. The
limitations of the present research are clearly defined to pave the way forward for a future
research agenda.

The study has been limited to explore merchant views towards the acceptance of
plastic cards from a quantitative perspective. This paper has not tapped insights from other
banking and financial institutions, stakeholders and plastic card issuing companies such as
CIM Finance, Rogers Capital. This present research has not tapped various factors such as
service quality and customer satisfaction towards plastic card adoption, reputation of
financial and banking institutions, feelings and customer’s habit towards plastic cards,
delinquency and bankruptcy involved with the adoption of plastic cards, the green
environmental benefits associated with plastic cards, attitudes of employees, bank -
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customers and bank - merchants relationship, banking staffs’ attitudes towards cardholders.
The findings of this research therefore suggest multiple interesting possibilities for future
academic research in countries striving towards being cashless in the turbulent crisis of
Covid19 . Constant research should be conducted to unveil new trends and opportunities that
arise over a period of time following global pandemic crisis. Future research can replicate on
the successful adoption of plastic cards where banks can educate the merchants and the
population of Mauritius about some of the benefits and challenges involved in the adopting
plastic cards and making Mauritius a cashless society in the pandemic crisis. Banks as
financial partner in various economies activities with various stakeholders can really achieve
great heights in educating and motivating customers and merchants to act and think green,
thus, several specific research can be carried out with different stakeholders to gain a holistic
understanding of plastic cards acceptance and its adoption among customers in Post Covid19.
It is important to note that payment industry has faced numerous challenges in this turbulent
situation and there will be greater challenges in the payment landscape in the near future that
merchants and different stakeholders will have to address. This pioneer study will this pave
the way forward for future research in plastic card payments, mobile payments and the
concept of e-wallet in Post Covid19.
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