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Abstract

Local and community currencies have been used as a stimulating
tool to increase trading activities and social interactions of
geographically restricted regions. This paper aims to investigate the
potential of innovative regional development of the structurally
disadvantaged industrial region focused on the steel and mining
industry by means of the local currency. Being the important
players of local economies and regional development, SMEs have
always been in the center of interest for practitioners of the local
and community currencies. Therefore, our research team analyzed
and explored major benefits and barriers that SMEs perceive to
adopt and use local currency. In parallel with the specified aims, the
researchers employed the structured questionnaire survey with open
and dichotomous questions focused on SMEs with no practical
experience with the acceptance and use od the local or community
currencies in Cieszyn Silesia region. The results of our research
show that SMEs are prone to be active members of local currency
communities, and they positively perceive the support that major
regional producers, service providers, and practitioners can provide
for them through this instrument. Moreover, some SMEs also
perceive local currencies as a marketing and promotion tool that
increases product-service quality and mutual transactions of firms.
According to the respondents, high participation fees and exchange
rates, lack of usage by customers and coverage by national
currencies, counterfeiting, and fraud, liquidity risk, taxability,
accountability, legislative and technical issues, credibility and
trustworthiness of practitioners have been main impediments in the
adoption and usage of these currencies by SMEs. This research
provides innovative solutions and suggestions for policymakers in
case of the regional development of the structurally disadvantaged
industrial regions to overcome the barriers of local currencies. Since
local currencies can be created in digital formats, the increasing
importance of local digital currencies in the Covid-19 pandemic has
also been highlighted.
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Introduction

Regional development of the structurally disadvantaged industrial regions (Mohammadali & Abdulkhaliq,
2019) is a field that needs a new and innovative approach. This paper aims to investigate the potential of
innovative regional development of the structurally disadvantaged industrial region focused on the steel and
mining industry by means of the local currency. Many studies also confirm the existence of regional disparities
and inequalities regarding the economic and social conditions of individuals in various regions (Malicka, 2019;
SvatoSova, 2012; Netrdova & Nosek, 2020).

Some indicators such as unemployment rates, and GDP per capita also differ in various regions of countries
especially the regions close to capital cities, industrialized regions (Mali¢ka, 2019; Svobodova et al., 2018) and
borders (Sirohi et al., 2019; Churski & Dominiak, 2014; Gajdova & Tuleja, 2015). Sirohi et al. (2019) analyze
the regions, including the locations next to the borders, and confirm that agricultural firms located to borders
have lower performance levels than other regions. Similarly, Svobodova et al. (2018), Churski and Dominiak
(2014), Gajdova and Tuleja (2015) state that regions that are close to borders do usually experience more
economic issues and have lower economic power and conditions in comparison with other regions of nations.
The border regions also face more problems to receive more income, attract more investments, and have more
innovative actions (Svobodova et al., 2018). In this regard, the region that this research analyzes might be a good
example. This is because Cieszyn Silesia is located in the Polish-Czech borderland, and it is a Euroregion.
Moreover, this region has coal mines and carries importance for the steel industry (Olszewski, 2016).

Cieszyn Silesia region was formed by the collaboration of Stowarzyszenie Rozwoju i Wspotpracy
Regionalnej "Olza in Poland and Regionalni sdruzeni pro ¢esko-polskou spolupraci Tesinského Slezska in the
Czech Republic on 22 April, 1998 (Wroblewski, 2016; Olszewski, 2016). Since this region's location is at the
borderland, it has some problems related to geography (Olszewski, 2016). This region is a mountainous region
(Wrablewski, 2016) and, firms in the mountainous can face with some obstacles regarding transportation or
cooperation (Dotzbtasz & Raczyk, 2015; Svobodova et al., 2018). Moreover, the cities located next to Poland-
Czech borders also have some issues such as lack of industrialization, job opportunities, and population. These
cities are located in highland regions that create a barrier to be developed, although it can provide benefits for
regional tourism (Svobodova et al., 2018). Wroblewski (2016) investigates citizens of this region and find that
industrialization, social policy, self-governance, and agriculture were perceived as main problems by these
individuals regarding the conditions of Cieszyn Silesia. On the other hand, the lack of financial means and
projects is one of the main problems experienced in this region. Although some organizations and local
authorities have provided some financing opportunities for citizens and local firms, the amount of these funding
options is not enough. Organizational and legal differences in these cross-border cities also create some
difficulties for the development of this region (Olszewski, 2016). For these reasons, regions in Czech-Poland
borders face more economic problems and have lower economic conditions than other regions in the Czech
Republic and Poland (Svobodova et al., 2018; Churski & Dominiak, 2014; Gajdova & Tuleja, 2015).

To reduce these regional disparities and inequalities, some innovative implementations can be applied by
local authorities, practitioners, or policymakers. In this regard, local currencies can be used as an innovative tool
to overcome these issues. Local and community currencies are called as "monetary and grassroots innovations"
that enable local citizens and firms to have new social and economic opportunities to reduce income inequalities
(Huttunen & Joutsenvirta, 2019; Seyfang & Longhurst 2012; Benkler, 2017; Ryan-Collins, 2011; Chipere, 2018)
and regional disparities by providing sustainable and regional development (Seyfang & Longhurst 2013;
Fesenfeld et al., 2015; Szemerédi, 2018). This is because national currencies might cause social and economic
inequalities since they are under the control of policymakers and other strong players in the market, such as
multinational firms (Carroll & Bellotti, 2015). Therefore, especially in the era of economic crises, local and
community currencies have been implemented by practitioners to overcome the negative impact of crises
because of its influences on stabilization (Seyfang & Longhurst, 2012) and stimulating role for economic power
and social equality in various regions (De Filippi, 2015). Since these currencies also circulate in digital form by
using new technological tools or methods as digital currencies do, this fact is also a strong argument to confirm
its innovativeness. Local currencies are also called community currencies; thus, the term of community currency
will also be used in this paper to remark local currencies (Civelek et al., 2019).

Community currencies circulate in restricted regions as a payment method; thus, they differ from national
currencies (Shaw, 2018; Dini & Kioupkiolis, 2019; Diniz et al., 2019; Kwon et al., 2019) and operate and are
disbursed in meso-level mainly by close local citizens or firms (Dini & Kioupkiolis, 2019). These currencies also
enable its users to have a closer relationship by building societies, new methods of payments and exchange,
providing new solutions for individuals to survive and increase local economic activities (Dittmer, 2013) and
also local tourism activities (Vu & Ngo, 2019).

With the existence of the Covid-19 pandemic, digital payments and technologies have become more
popular since they have enabled people to do transactions with required social distance, no physical contacts, and
stay away from crowded places. Carrying coins and banknotes and making purchases by them have become
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more suspicious transactions, because of people's concerns that these materials can carry viruses (Gardner, 2020;
Samantha, 2020; De' et al., 2020; Kakushadze & Liew, 2020). Since digital currencies provide contactless
transactions for payments, people might become more adapted to the new era's usage of these currencies.
Therefore, focusing on both forms of local currency digital and paper-based makes this paper draw attention to a
current topic and its importance in the Covid-19 pandemic.

Community currencies also encourage especially smaller enterprises to overcome financial issues that they
face (Cannas, 2017). Dini and Kioupkiolis (2019) investigate one of the community currencies in Italy, namely,
Sardex, and express that local currency provide economic and financial support for SMEs. For instance, when
merchant users adopt the usage of these currencies for their sales, this fact also influences consumers' behaviors
by making them perceive these currencies' usage more secure and guaranteed (Hartono et al. 2014; Roussou et
al., 2019). In this case, businesses that are users of these currencies will also receive benefits by increasing the
number of their customers and incomes (Roussou et al., 2019). Benefits that are provided by local currencies
have also been analyzed by some researchers (Gao et al., 2016; Hur et al., 2015; Ly, 2013). However, different
from these researches, this paper aims to investigate the perceptions of SMEs regarding benefits, incentives, and
supports that practitioners and major local merchant users provide for users of local currencies. SMEs carry high
importance for SMEs since they play a vital role in job creation (Kljuénikov et al., 2019). SMEs that are
analyzed by this paper are located in the specific region, which is located in Beskyd mountains, that this is a
mining region of Silesia, with highly developed iron processing.

Although local currencies provide supports, incentives and other benefits for its merchant users such as
SMEs, because of security issues such as fraud and counterfeiting (Gentilal et al., 2017; Abraham et al., 2019;
Glaser et al., 2014; Walton & Johnston, 2018), risk (Pianese et al., 2018; Beer & Weber, 2015; Dupont &
Squicciarini, 2015; Gao et al., 2016; Hur et al., 2015; Ly, 2013), trust (Abraham et al., 2019; Shahzad et al.,
2018), costs of exchange and membership (Pianese et al., 2018, Diniz et al., 2016; Diniz et al., 2019),
accountability (Blanc & Fare, 2013; Diniz et al., 2016; Diniz et al., 2019) and tax issues (Eisenstein, 2011;
Seyfang, 2005), SMEs might become less interested in the usage of these currencies, and their adoption to the
usage of these currencies might be reduced. In this regard, this paper also aims to indicate and explore major
concerns of potential merchant users of local currency that might influence their adoption and usage. For these
reasons, two main research questions can arise as follows; How do potential SMEs users perceive the benefits of
local currency? How do potential SMEs users perceive obstacles of local currency that influence their usage of
this currency?

Since this paper only focuses on potential business users of a local currency and looks at the benefits and
constraints of local currencies from firms' perspectives, this paper differs from other studies. Moreover, the firms
that this paper analyses have never experienced and adopted local currencies for their operations. For these
reasons, this study can make practitioners, policymakers, entrepreneurs, and academicians interested in the
results of this research. This is because, regarding the results of this paper, all players in the market can be aware
of the fact that whether it is beneficial to implement a local currency for SMEs in a less developed region or not.

The rest of the paper is structured as follows. In section 2, the paper interprets the main points of this paper
in detail by doing an extensive literature review and providing important information from other related studies.
The data and the methods that this paper applies are clarified in the Data and Methodology section. Section 4
highlights the results of this paper. In section 5, the paper discusses the main results and provides potential
reasons for the findings by enabling solutions for the problems that SMEs face in the usage of local currencies.
Finally, the paper concludes the main results by summarizing other important facts about this research.

Material and Methods
Material

Implementing a local currency in a specific region, reduces income inequalities, poverty, being excluded
from societies for individuals, and changes their buying behaviors, thus increasing productivity. All these facts
also enable local currencies to play a trust-building role among communities and support local economic, social,
environmental developments and sustainability in specified areas (Nishibe, 2018; Alia & Spiegelman, 2020; Dini
& Kioupkiolis, 2019). Local currencies increase users' collective behaviors and increase their participation in
common social activities by creating mutual trust among them (Diniz et al., 2019; Littera et al., 2017; Ruddick et
al. 2015; Sanz, 2016; Alia & Spiegelman, 2020). This is because they enable its users to have face to face
interactions and payments, especially in a paper-based form (Ferreira et al., 2015; Diniz et al., 2019). Since local
currencies provide their users to buy or sell products and services, players in trade such as sellers (firms) and
buyers (consumers) have closer interactions even in digital form of these currencies (Miszczuk, 2018).

Although these studies highlight the trust-building role of local currencies, as already stated, the
trustworthiness of these currencies has been one of the major concerns of merchant users. This is because the
trustworthiness of these currencies is highly related to the protection and safety of private data (Mendoza-Tello
et al., 2018). Since local currencies circulate independently and without the sovereignty of governments to buy
or sell goods and services, private information and previous transactions of its users must not be disseminated.
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Otherwise, users might not have a willingness to use these currencies because of their security concerns
(Hirotsugu et al. 2011; Hirotsugu et al. 2012), and they might experience the privacy and monetary losses
(Roussou et al., 2019). When users' mutual relationships are based on trust, they become more satisfied to be
participants or members of these currencies by perceiving local currencies as less risky (Alia & Spiegelman,
2020).

People desire another party's existence to mediate between them and practitioners or merchant users of
digital currencies to trust these currencies (Bashir et al., 2016). However, the nonexistence of third parties in
digital currency transactions makes potential users reluctant to trust them. Therefore, the success of digital
currencies and their adoption by users does not only depend on their practitioners' effective operations but also
supports and collaborations of governments, local authorities and businesses carry high importance in
implementations of these currencies (Kim et al., 2016).

Another concern of users of local currencies is about the exchange of these currencies with national
currencies. Potential users perceive the exchange of these currencies as difficult procedures (Cato & Suarez,
2012; Hirotsugu et al., 2011; Hirotsugu et al., 2012; Dini & Kioupkiolis, 2019). Although some of the local
currencies enable its users to convert them to national currencies without any expenses or fees (Mavromatidi et
al., 2009; Gomez & Helmsing, 2008; Kim et al., 2016) local currencies charge their merchant users by fees or
apply some exchange rate that increases operational costs for potential merchant users (Kim et al., 2016).
According to Ryan-Collins (2011), merchants can make redemption for their Stroud pounds and face a 5% fee
for this transaction. Aside from this fee, traders also face another cost: annual membership (Ryan-Collins, 2011).
Similarly, Eusko is another example of a local currency that charges its users 5% exchange rates as a fee. This
fee is required by practitioners to defray the expenses of the local currency (Alia & Spiegelman, 2020).

Another risk that potential users might perceive occurs when they use new technological tools or platforms
for the first time (Lee, 2009; Walton & Johnston, 2018). Some studies confirm that the propensity of informed
potential users regarding these currencies is higher than that of other people who lack knowledge and ability to
use digital currencies (Shahzad et al., 2018; Walton & Johnston, 2018). Besides these problems, some other
constraints exist in their widely adopted and usage by businesses (De Carrillo et al., 2018). Although incomes
from local currencies are counted as taxable, taxes have to be paid in local currencies that create another obstacle
for its users (Eisenstein, 2011; Seyfang, 2005). For this reason, some supplier firms do not accept trading in local
currencies (Kim et al., 2016).

Concerning to benefits, incentives, subsidies and supports that practitioners or other players of local
currencies provide, a discount is the first tool that comes to the mind. In some of the local currencies,
practitioners support their firm users to make discounts for their customers when these consumer users buy
products or services (Ryan-Collins, 2011). On the other hand, some of the local currencies also enable their
business users to receive discounts from these currencies and redeem their customers with a charging rate. For
instance, Eco-Pesa in Kenya has provided a 20% discount for businesses. When redeeming this currency, its firm
users charge their customers by the rate of 20% (Ruddick et al., 2015). To encourage the usage of local
currencies by businesses to do businesses to provide promotions and increase their awareness of local currencies,
practitioners also apply discounts (North, 2010). Another example of community currency that provides
subsidies or bonuses is Bangla-Pesa, and each registered business receives 400 Bangla Pesa, and half of this
volume is provided by the community representatives (Ruddick et al., 2015).

Moreover, giving some bonuses when making more transactions with these currencies can serve for
environmental purposes such as using it for public transportation, and the entrance of cinemas and swimming
pools (Miszczuk, 2018). According to Brenes (2011), vouchers might be another example of provided incentives
by local currencies. Since vouchers' usage does not make businesses face financial costs, these vouchers can be
used for loan repayments with lower interest rates. Registered businesses might also use these currencies to buy
raw materials or inputs for their production, to gain local services, to provide bonuses or to pay some part of
wage of their workers (Brenes, 2011) and to set new relations with their suppliers that also use these currencies
(Hammamia et al., 2014; Brenes, 2011).

Corresponding users' security concerns, practitioners also apply blockchain technologies that might provide
more secure transactions for its users by creating trust between them without the help or intermediary role of
financial organizations. Franca et al., 2020; Shaw, 2018). It also overcomes the problem of double-spending
(Shaw, 2018). This is because the existence of cryptos in this technology secures the transaction by providing
transparency and trustworthiness for its users. Moreover, this technology makes its users face reduced
transaction costs that might stimulate and draw potential users' attention. Due to providing reduced costs and
secured transactions, users can gain advantages in case of adopting its usage (Mendoza-Tello et al., 2018).
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Methods

This research purposes to shed light on the impacts of a local currency implementation in the regional
development and perceptions of potential merchant users of a local currency regarding benefits, supports, risks,
and obstacles of this novel payment method. Besides the benefits and supports provided by practitioners of local
currencies, this paper also interprets the encouragements that trader users might provide for their employees and
customers, thus local development. In line with these selected purposes, the researchers have created an online
questionnaire survey to collect data. The survey includes 37 questions, and 12 are created to find the
characteristics of the business and the respondents, such as work experience, age of respondents, legal form, and
size of SMEs. The data collection process was performed from the end of 2019 until the beginning of 2020. The
respondents of these surveys are the executives of 24 SMEs, such as owners (15 respondents), shareholders (3
survey participants) and CEOs, managers, and directors (6 respondents) of analyzed businesses. The sample of
the current research analyses are SMEs that are located in the Beskyd mountains, which is a mining region of
Silesia. None of these businesses have participated and used a local currency.

The top three open questions in Tab. 1 were directed to the respondents to fulfill the aims of this paper
regarding benefits, risks, and obstacles of local currency. For this reason, this paper is a kind of descriptive
research that provides opportunities for researchers to determine and explain respondents' attitudes and ideas
under different circumstances (Saunders et al., 2009). Regarding the support and security of a local currency,
dichotomous (yes, no), questions were applied to scale the questionnaires' responses.

Two hypotheses are set by following the study of Cepel et al. (2019). To test the H1 hypothesis, the
responses from Q4 and QS5 are considered. On the other hand, the researchers pay attention to the responses of
Q6 to evaluate the H2 hypothesis.

H1: More than 50% of the respondents think that the biggest employers in the region and the introduction of

a local currency should be more supportive of regional producers and service providers.

H2: More than 50% of the respondents assume that a secured local currency is an appropriate way to

provide supports for firms.

Null hypotheses are set as less than 50% of the total respondents agree with the statements specified in

H1 and H2 hypotheses.

Tab. 1. Measurements in the Questionnaire

Constructs Measurements
Benefits Q1- What do you see as the most significant benefits of the introduction of the local currency?
Risk Q2- What risks do you see in accepting your local currency?
Other Obstacles Q3- What are the other main obstacles you see in accepting your local currency?

Q4- Do you agree that major regional employers should give greater support to regional producers and
service providers?

Support Q5- Do you agree with the opinion that the introduction of the local currency can significantly support
regional producers and service providers in the region of T&Sin Silesia?
Security QO6- Is the coverage of the local currency system by the Czech crown a sufficient guarantee of the

security and credibility of the entire system for you?

Concerning the structure of the sample, Table 2 is illustrated below:

Tab. 2. Sample profile

n Share
Micro 18 75%
Firm size
Small& medium 6 25%
Male 14 58.3%
Gender

Female 10 41.7%

Work exp Up to 10 years 15 62.5%
More than 10 years 9 37.5%
Age Up to 40 years old 11 45.84%
More than 40 13 54.16%

Education Less than bachelors’ 9 37.5%
Bachelors and more 15 62.5%

Total 24 100%
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Most of these businesses are located in Tfinec, Cesky T&sin, and Jablunkov in T&sin Silesia region, and 18
of them are local businesses while 6 firms also operate in other regions. One firm works under the legal structure
of a Joint Stock company, 14 firms are sole proprietorships, 6 firms are limited liability companies, 3 of them are
government-sponsored organizations.

Results

The findings from the survey bear out that although none of these businesses have participated and used a
local currency, all businesses are interested in joining a local currency system to support their businesses. This is
because they believe that they have goods and services that customers can buy with local currency. On the other
hand, 8 of these businesses provide vouchers to their employees for a meal and other leisure activities, and 3
businesses pay around 8.99% commission to the providers when exchanging these vouchers to the national
currency. Other SMEs pay 2.99% (1 enterprise), 4.99% (2 enterprises), and 6.99% (2 enterprises) commission to
exchange vouchers to Czech koruna.

To find the benefits of local currencies from the perspective of SMEs, the researchers ask an open question:
What do you see as the biggest benefit of introducing the local currency? Most of the firms' executives state that
local currencies provide supports for regions, entrepreneurs, and local businesses. Moreover, some of the
respondents state that local currencies increase awareness of local products, services, businesses, and other
regional possibilities. Some company executives also declare that money will be kept and only circulated in the
region. One owner of an SME expresses that "Local currency provides support of regional subjects by their
promotion, support of cohesion and patriotism in the region and support of the sustainable economy."

Concerning other benefits of local currencies, three respondents claim that "A local currency might be a
useful tool for businesses' marketing activities." Increases in the quality of products and services, economic
supports and development, close interactions between local producers, service providers and individuals,
increasing nationalistic behaviors of individuals and their motives to make purchases in their regions, providing
partial independence, sustainability, and ecological advantages are other benefits of a local currency that are
perceived by SMEs.

Corresponding to the risks that are perceived by SMEs, high fees, and exchange rates of a local currency are
the main concerns of the majority of SMEs' executives. Nine of investigated SMEs remark that when the
exchange rate of the local currency to the Czech crowns is 6.99%, they will accept the usage of these currencies.
Moreover, the other 3 businesses accept 4.99%, 4 firms accept 3.99%, 4 SMEs accept 2.99%, 2 enterprises
accept 1.99%, and a firm accepts 0.99%, and another enterprise accepts 11.99% exchange rate when exchanging
the local currency to the national currency of the Czech Republic. Another major risk that SMEs perceive in the
analyzed region is the fear of firms' lack of local currency usage by their consumers. The executives also state
counterfeiting of paper money, liquidity risks, lack of choices to use, and spend this currency as a risk of local
currency. For instance, one of the owner’s remarks that his firm cannot achieve higher sales when adopting the
local currency. Some other firm executives also profess that it can be difficult to set the prices and make
bookkeeping entries (accounting) when accepting the usage of these currencies for their operations and sales of
goods and services.

When it comes to other obstacles that SMEs perceive in accepting local currency usage, some owners and
managers state that legislation might be one of the main barriers when adopting a local currency. Two other
company executives mention that their technical equipment can create some obstacles to accept the usage of
local currency. Another executive highlights the fact that when firms do not have wide networks, it will be
another constraint to be a member of this currency implementation.

Regarding the support of these currencies, all of the respondents agree that major regional employers should
give greater support to regional producers and service providers. Similarly, all respondents also confirm the fact
that the introduction of the local currency can significantly support regional producers and service providers in
the region of Silesia. For these reasons, this paper supports the H1 hypothesis that assumed more than 50% of
the respondents accept the statements mentioned above related to the support provided by local businesses and
practitioners. This is because 100% of the analyzed SMEs agree with this fact.

With reference to SMEs' security concerns, 19 (79.16% of the total respondents) respondents state that the
coverage of the local currency system by the Czech crown is a sufficient guarantee of the security and credibility
of the entire system for them. However, for the other 5 respondents, this is not sufficient. The credibility and
trustworthiness of the practitioners of a local currency carry high importance for these businesses to feel secure
when using local currency. Since more than 50% of the respondents (79.16%) assume that a secured local
currency is an appropriate way to provide support for firms, this research supports the H2 hypothesis.
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Discussion

This study's results regarding the perceived benefits of a local currency confirm that most SMEs have
positive thinking about the local currency since this currency encourages regions, entrepreneurs, and local
businesses. For this reason, this paper finds similar results with Diniz et al. (2019), Dini and Kioupkiolis (2019)
since these studies also profess the positive contributions of local currencies on local businesses, regions, and
entrepreneurs. Another benefit of a local currency perceived by SMEs is increasing awareness of local products,
services, and businesses. This result of this research is also compatible with the remarks of Shaw (2018) and
Miszczuk (2018). As stated in the Results section, some SMEs also perceive the following fact as a benefit; The
local currency circulates in the specified region where it is adopted. This statement of SMEs also makes this
research to be consistent with the arguments of Dini and Kioupkiolis (2019), Diniz et al., (2019), and Kwon et al.
(2019) because these studies also posit the similar opinions of users of local currencies. Since local currency
only circulates in the specified region, local SMEs can achieve higher performances by increasing their sales and
trade volume. Thus, their revenues, investments, and productivities increase, and all these facts make them face
with reduced financial obstacles to operate their firms.

Other benefits of a local currency that are positively perceived by analyzed SMEs are the usage of local
currencies as a marketing tool, increasing social interaction between users, quality of goods and services,
sustainability, partial independence, and volume of sales in the restricted regions. These benefits are also
affirmed by Nishibe (2018), Alia and Spiegelman (2020), Hirotsugu et al. (2011), Hirotsugu et al., (2012), and
North (2010). Therefore, this paper also has similar results to these studies. On the other hand, some of the
results of this research object to the comments of Krohn and Snyder (2008) and Marshall et al. (2018). This is
because of Krohn and Snyder (2008) and Marshall et al. (2018) state that a local currency does not make
significant contributions to the local economic activities.

With reference to the risks of local currencies perceived by analyzed SMEs, high participation fees and
exchange rates are some of the main risk factors for company executives. These results of this research are also
compatible with the findings of Blanc and Fare (2013), Diniz et al. (2016), Pianese et al. (2018), Mavromatidi et
al. (2009) because these researchers also mention high exchange rates and fees as a risk factor for potential users
to adopt the usage of community currencies.

The findings of this paper regarding other risks factors such as lack of usage of local currencies by
consumers, issues related with counterfeiting and fraud, and liquidity risk are also consistent with the studies De
Carrillo et al. (2018), Gomez and Helmsing (2008) and Kim et al. (2016).

When it comes to other obstacles, risks and security issues, accounting, legislation, technical issues, and
lack of coverage of local currencies by national currency are perceived as constraints in the wide usage of these
currencies by merchant users. Hence, these results also confirm the fact that this paper has similar findings with
Eisenstein (2011), Seyfang (2005), Cato and Suarez (2012), and Mendoza-Tello et al. (2018) regarding coverage,
security, legislation and accounting issues of local currencies. Moreover, this paper also substantiates that
practitioners' reliability and trustworthiness influence potential merchant users' perceptions regarding the
security of local currencies. In this regard, practitioners' reputations can be a vital factor for potential users to
feel secure when making adopting local currencies.

This is because having a good reputation increases the trustworthiness of community currencies (Krabbe,
2015; Alia & Spiegelman, 2020). Similarly, when individuals are aware of a brand name or image of a business,
they can positively perceive the discounts provided by practitioners depending on this brand and image
(Gavurova et al., 2018). Thus, if individuals are familiar with a brand, its image, and reputation, their propensity
to trust increases even the percentage of discount that the owner of this brand provides is high (Bacik et al. 2017;
Lee et al., 2015). When looking from merchant users' perspective, if practitioners have a good reputation and
image, their trustworthiness might be increased. Thus, SMEs can feel secure to adopt the usage of these
currencies. Even practitioners of local currencies make discounts with a higher percentage to increase the usage
of these currencies, potential users might become more suspicious, and practitioners might harm the brand image
of these currencies. For instance, some currencies such as Totnes and Lewes stopped making discounts since
participating firms had not satisfied with discounting practices.

Concerning supports, investigated SMEs contend that the existence of local currency in a region and
endorsements of major regional firms motivate and stimulate regional producers and service providers, thus
SMEs. Local currencies can also be used as microcredit, and cash (Majuri, 2019; Miszczuk, 2018; Shaw, 2018)
notes, secure loans, unsecured loans, exchangeable vouchers, customer's loyalty currency (Miszczuk, 2018). By
having such opportunities, merchant SMEs might become more interested in using these currencies to overcome
financial impediments that they face and manage their liquidity risk (Bacsi & Herczeg, 2014; Diniz et al., 2019).
In the case of providing microcredits with lower interest rates, practitioners can also expand the usage of these
currencies to large extents (Majuri, 2019). For instance, in its mutual credit system, Sardex also provides loans
for SMEs with free of interest and without asking for collateral (Dini & Kioupkiolis, 2019). Since these
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currencies are used as alternative payment methods in the financial system, practitioners of local currencies can
collaborate with banks and can provide mutual credit or crowdfunding opportunities for their users by making
financial empowerment (Diniz et al., 2019).

Besides the support of financial institutions and practitioners to increase awareness and usage of these
currencies, governments' subsidies, incentives, and endorsements also play a fundamental role in solving the
financial issues of SMEs and reducing their security and reliability concerns regarding local currencies. For
example, when governments or local authorities create new rules regarding the usage of these currencies in local
trade and add these rules to the regulations and taxes, merchant users might feel secure, and their trustworthiness
might be increased (Roussou et al., 2019). On the other hand, if governments have a willingness to receive
payments for fees and taxes in local currencies, the demand for local currencies might be increased, and this fact
also causes some rises in local trade, production, and consumption (Mauldin, 2015). For these reasons, all major
players' support is effective solutions for financial, security, risks, and trustworthiness concerns of SMEs
regarding local currencies.

However, except for financial support, governments, local authorities, financing institutions, and
practitioners should also provide some educational and administrative support for SMEs' executives to increase
the awareness and usage of these currencies. By providing some courses, policymakers can also make businesses
informed about the financial, social, and environmental benefits of local currencies. All these facts and supports
can also make SMEs quickly adapted to use these currencies for their operations and make positive contributions
to the regional development of restricted areas. As local currencies can be created in digital form, in this age,
while people try to survive against the Covid-19 pandemic, SMEs can use this digital payment method as a
promotion tool to make their consumers make more purchases from their products and services.

Conclusions

Due to having lack of internal financial sources and having problems with their credibility to receive
financing opportunities from external institutions such as banks, most of SMEs encounter various financing
difficulties. Since local currencies provide alternative solutions to make SMEs cope with these obstacles, their
perceptions regarding the benefits of local currencies are of vital importance for their survival, thus, regional
developments. Regional developments in cross-border regions also have vital importance since they are less
developed and face more economic and social problems. In this regard, local currencies might provide
innovative solutions to make local SMEs more powerful in reducing regional differences. However, SMEs might
also be disinterested in the usage of these currencies. Thus, this paper aims to find the perceived benefits of
local currencies for local SMEs; thus, regional developments and determines to explore the barriers that reduce
the adoption of these currencies by SMEs. Since SMEs are vital players of regional development, focusing these
facts make policymakers and local authorities to find alternative solutions to develop their regions.

To hit the aims of this paper and collect the data, the researchers created a questionnaire survey and directed
them to firms' executives working for SMEs in the Beskyd mountains, a mining region of Silesia. Open
questions were employed by researchers to be informed about the perspectives of 24 SMEs regarding benefits,
risks, and other main obstacles of local currencies. On the other hand, dichotomous (yes, no), questions were
asked to the respondents to see how SMEs perceive supports and security issues of these currencies. None of the
analyzed firms has used or adopted these currencies, but all of them are willing to use it. All firms also positively
perceive the supports that potential users and practitioners can provide for other potential users. Some firms also
state that local currencies can provide effective ways to be used in their marketing activities, improve their goods
and services, and their relationship with other businesses and consumers.

When it comes to obstacles that SMEs perceive, costs of exchange and membership, lack of convertibility
to national currencies, a high number of disinterested consumers, security issues such as counterfeiting and
fraud, issues such as taxing, liquidity, accounting, legislation and technical problems and reliability of
practitioners have been main concerns of potential merchant users to accept the usage of local currencies for
their operations. These concerns might be reduced with the good reputation and image of local currencies,
collaborations of practitioners with financing institutions and governments, usage of these currencies as
microcredit, unsecured loans or vouchers with reduced interest rates, less volume of required collaterals and
reduced costs, the existence of governments' rules related with their accountability and taxability and the
existence of educations and administrative supports. Moreover, using local currencies in digital form can make
business users and individuals be more interested in these currencies due to facing with the Covid-19 pandemic.
Since digital money can provide contactless transactions, potential users might prefer using this digital currency
instead of using national currencies in paper-based form. These results provide opportunities for policymakers to
apply the required precautions to support SMEs, thus, regional development.

By focusing on the SMEs' points of view regarding benefits, supports, incentives, risks, security issues, and
other main obstacles of local currencies, this paper creates significant value addition to the related academic
literature. However, this study has some limitations, especially regarding sample size. The sample that this paper
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analyses only consists of 24 SMEs. Moreover, this study only analyses SMEs that have been operating in a
restricted region. This study also does not consider any characteristics of firms or executives to make
comparisons between them. In this regard, further studies can include more firms in their samples by also
considering some larger enterprises' perceptions. Researchers can also analyze businesses from different
countries with different characteristics. New papers can also compare respondents' characteristics to find
differences between respondents' perceptions regarding the benefits and impediments of local currencies.
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