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The main focus of this study is to estimate the influence of the main start-
up capital source on credit access participation by household nonfarm en-
terprises. The General Household Survey data for 2018 was adopted to
construct a measure of credit access participation. Through binary logistic
regression estimation, the result shows that main start-up capital source
positively and significantly influences credit access by household nonfarm
businesses in Nigeria. This also implies that household nonfarm enter-
prises that borrowed as main start-up capital source have better chances
of credit access participation when compared to those household nonfarm
enterprises who do not borrow. However, this study suggests that there
is a need for policies that motivate individuals or a group of individuals
to borrow as their main start-up capital source in Nigeria, with a view to
strengthening their operations on a sustainable basis.
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Introduction

Nigeria is a developing nation among lower/middle income economies
that largely depends on the production and distribution of goods and ser-
vices (Kpokiri, Taylor, and Smith 2020). Such business activities are pre-
dominantly among individuals of low per capita income in the country.
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These categories of individuals are believed to be very poor and, as well,
need financial support as start-up capital for business investment. It has
been found that Nigeria, having been endowed with natural and human
resources, is presently known as the poverty headquarters of the world
with more than 93 million people in the population living in poverty
(Urama and Iheonu 2019). The state of poverty in developing countries
like Nigeria should have guaranteed individuals borrowing as a source
of start-up capital for business investment. In spite of the fact that bor-
rowing as a source of start-up capital contributes to expansion of busi-
ness, promotes investment and guarantees profit, it has been found that
enterprises in Nigeria are still facing challenges of access to finance re-
sulting from the inability to provide collateral for robust and adequate
business investment. Several researchers have argued that deprivation in
household enterprises to credit access as a source of start-up capital for
investment has been found to be a serious problem that is confronting
efficient and effective business activities in Nigeria. The trickledown ef-
fect originating from inadequate access to finance has created a serious
impediment to firms’ or enterprises’ performance, and includes decreas-
ing output production, decreasing employment opportunities and a high
level of poverty. These impediments have also negatively affected the will-
ingness of enterprises to have access to credit as the main source of start-
up capital for investment (Chauke et al. 2013). Often, these challenges of
start-up capital have been traced to asymmetric information as a cause of
poor performance of household nonfarm enterprises (HNEs) (Hoff and
Stiglitz 2000; Erasmus and Scheepers 2008; Aver 2008).

Indeed, main sources of start-up capital and access to credit by HNES
in Nigeria have been a major issue of concern in the Nigerian economy.
This issue of concern requires attention to ensure that small and medium
enterprises (SMES) are promoted in the Nigerian economy. Addition-
ally, studies by Ali and Peerlings (2012), Haggblade, Hazell, and Reardon
(2007), Lanjouw (2007), Bigsten et al. (2003), and Beck and Demirguc-
Kunt (2005) show that access to credit plays a pivotal role in the perfor-
mance of HNES in Nigeria, such as creation of employment opportuni-
ties, supporting enterprises to catch up with urgent needs, and enhancing
start-up capital for investment as well as relief for payment of debt.

However, considering the present outbreak of the Covid-19 pandemic
and low per capita income in developing countries, the willingness for
credit access as a main start-up capital source is likely to be significant.
This, however, implies that if household nonfarm enterprises eventually
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have access to credit, it will go a long way in boosting output production,
increasing consumption, and creating employment as well as reducing
the poverty rate. The reduction in poverty rate will motivate investment
that will boost economic activities such that the impact can reduce the
widespread consumption inequality among household nonfarm enter-
prises.

The Nigerian government in 2015, under the government of former
President of the Federal Republic of Nigeria, Dr. Goodluck Ebele Jonathan,
made enormous efforts to ensure that the issue as concerns credit access
policies are made available to guarantee borrowers easy credit access par-
ticipation or any other form of support to promote entrepreneurship.
Some of these policies included the establishment of the National Col-
lateral Registry and Credit Control policies to ensure that borrowers or
enterprises are provided with credit at reasonable interest rates. These
policies were promulgated by the government primarily for poverty alle-
viation and empowerment of small and medium enterprises in Nigeria.
The surprise point is that all these policies as instituted by the government
appear not to handle the problems associated with credit access participa-
tion and main start-up capital sources in Nigeria. The large population of
HNES in Nigeria still suffer a serious problem in participation in credit
access and such problems include provision of collateral and surety in
case of default to pay back the loan (Ugwuanyi 2012). It is evident that
the main start-up capital source for HNEs has been a serious issue in
most low income countries like Nigeria (Etumeahu, Okekeke, and Uk-
wandu 2009). The majority of these enterprises have decided to look for
financial freedom elsewhere due to their inability to meet the conditions
that will guarantee them the ability to borrow. The deprivation of credit
access appears to be widening in Nigeria over the past one and a half
decades following the emergence of Covid-19 and a stagnant real sec-
tor that could intervene to share the benefits of growth to all population
groups (Akanni and Gabriel 2020).

This study departs from previous studies in the literature that have
been carried out on credit access in Nigeria from various perspectives.
Many such studies, for instance Rahji and Adeoti (2010), Haruna (2007),
and Olagunju (2007), focused on how access to credit influences employ-
ment creation performance. A few, like Chinanuife et al. (2019), Nwosu
and Orji (2016), Nwosu and Orji (2017), and Orji et al. (2019) conducted
studies on access to credit based on aggregate enterprises in Nigeria. Fur-
ther studies such as Adepoju, Omolade, and Obayelu (2019), Loening, Ri-
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jkers, and S6derbom (2008), Nwosu et al. (2020), and Ojonta and Ogbua-
bor (2021), carried out studies on how access to credit influences the per-
formance of nonfarm enterprises using cross sectional data. These stud-
ies have not considered the opposite, how access to credit could be influ-
enced by other factors in Nigeria. To date, the influence of main start-up
capital sources on credit access performance of HNEs in Nigeria is yet to
be investigated using logistic regression model estimation. It is the goal of
this study to fill this important gap in the literature in order to provide ev-
idence that can support government policies for the household nonfarm
sector in the country. Thus, the main objective of this study is to examine
how the main start-up capital source influences credit access of HNESs in
Nigeria.

Other studies, such as Rahji and Adeoti (2010), Ajani and Omonona
(2009), Anyanwu (1994), Essien and Arene (2014), Haruna (2007), Oboh
and Kushwaha (2009), and Ugwuanyi (2012) were very close to the
present study. These studies examined the determinant factors that in-
fluence credit access using cross sectional data but, however, failed to
consider the important role of main start-up capital sources of house-
hold nonfarm enterprises in influencing participation in credit access.

The remaining sections of this paper proceed as follows. The next sec-
tion presents an overview of the extant literature from both theoretical
and empirical perspectives, while Section 3 provides the data and the
method of analysis employed in this study, detailing the model specifi-
cation. The empirical results are shown and discussed in Section 4, while
Section 5 concludes the paper.

Review of Literature
THEORETICAL LITERATURE

Many theories established in the literature support this investigation on
the relationship between main start-up capital source and access to credit
participation by household non-farm enterprises (HNEs). These eco-
nomic theories include credit rationing theory, financial intermediation
theory, and imperfect information theory (Hoff and Stiglitz 1990; Stiglitz
and Weiss 1981; Benston and Smith 1976).

Credit Rationing and Constraint Theory

Stiglitz and Weiss (1981) propounded a theory of credit rationing and con-
straint. The theory was established to understudy the risk of rationing
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loans by lenders on business activities. It explained that when there is ra-
tioning in issuing loans to an individual or a firm, such rationing could
cause a serious constraint on business expansion. It explained that the
consequences of rationing loans to borrowers could lead to various forms
of shocks such as unbalanced inclusiveness and distorted growth in busi-
ness transactions.

The theory also explained that loan discrimination among borrowers
either as an individual or group of individuals, even when such individ-
uals have the willingness to pay back at higher interest, is a serious im-
pediment to business expansion. The theory as proposed by Stiglitz and
Weiss (1981) established that individuals or firms would like to borrow
provided the lender is willing to offer such credit with a lower interest
rate and collateral.

Information Asymmetry Theory

The theory of information asymmetry was propounded by Hoft and
Stiglitz (1990). It was developed to address issues of information on busi-
ness transactions. It established that when there is imperfect information
on business transactions, such imperfection has the likelihood to result
in an information problem. The theory explained that the effect of such
imperfect information within the financial market could lead to vari-
ous factors such as moral hazard and adverse selection. The theory as
proposed by Hoff and Stiglitz (1990) defined the effects of information
problems in three categories within the financial market: screen, incen-
tive and enforcement problems. The screen problem is used to measure
the determination of the extent of the default while the incentive and
enforcement problems are used to measure the cost conceived in ensur-
ing credit contracts are honoured and the cost incurred in monitoring of
credit beneficiaries to ensure loan repayment, respectively.

Transaction Cost Theory

The transaction cost theory was propounded by Benston and Smith
(1976). The theory portrayed the argument that financial intermediaries
are in business to maximize profit and utilize economies of scale with
the aid of technological innovation. The major characteristics associated
with transaction cost theory are the costs involved in processing and
gathering data (information) that is required to reach a decision during
the transaction process, policing and enforcement of contracts.
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EMPIRICAL LITERATURE

Many studies on credit access and the performance of household enter-
prises have been conducted and documented in the literature for both de-
veloping and developed economies. For example, in the developing econ-
omy, Chisasa (2019) performed a research on how factors like the capital
structure of the farmer, family net worth and household income influence
a farmer’s access to bank credit, using a cross sectional dataset in South
Africa. The results show that they positively and significantly influence
the farmer’s access to bank credit.

In Sri Lanka, Gamage (2013) used the binary logistic regression model
to estimate how location of the firm, availability of audited financial state-
ments and the owner-managers’ perception of access to finance influ-
ence access to bank finances for small and medium-sized enterprises. The
study found that these variables positively and significantly influence ac-
cess to bank finances for small and medium-sized enterprises. In another
study, Aga and Reilly (2011), using probit model estimation, stated that a
firm’s location, membership of a business association, age, size, the sector
in which it operates, and accounting record maintenance are important
factors that influence credit access in Ethiopia.

According to Ololade and Olagunju (2013), sex, marital status, lack of
guarantor, and high interest rates are the important factors that influence
credit access in Nigeria. Ojonta and Ogbuabor (2021) also conducted a
study on how other factors of household nonfarm enterprises influence
access to credit in Nigeria using multinomial model estimation.

Osano and Languitone (2016) used descriptive and inferential research
design and found that the structure of the financial sector, awareness of
funding opportunities, collateral requirements and small business sup-
port services are important factors that influence credit access by small
and medium enterprises (SMES) in Mozambique.

Chauke et al. (2013) conducted a study of smallholder farmers in South
Africa using logistic regression model estimation. The result reports that
need for credit, attitude towards risk, distance between lender and bor-
rower, perception of loan repayment, perception of lending procedures
and total value of assets are the important factors that influence credit
access.

In the case of studies in the developed economy, Quach and Mullineux
(2007), Afrin, Islam, and Ahmed (2009), Mach and Wolken (2011),
Bauchet and Morduch (2013), Luan and Bauer (2016), Chowdhury and
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Alam (2017), Herkenhoft (2019), and Sahu (2017) focused on how credit
access influences other indicators of household characteristics.

Indeed, the main focus of this present study is, firstly, to ascertain the
influence of the main start-up capital source on credit access participa-
tion of household nonfarm enterprises using binary model estimation
and a cross-sectional household survey dataset. Secondly, it is to ascer-
tain other indicators that influence credit access participation of house-
hold nonfarm enterprises. Overall, this paper estimates the influence of
the main start-up capital source on credit access participation of house-
hold nonfarm businesses in Nigeria.

Theoretical Framework

The subject of this study adopts the theoretical framework of credit ra-
tioning and constraint theory that was proposed by Stiglitz and Weiss
(1981). The theory has been found most suitable to address the general
content of this paper. The theory, however, explained how two different
types of individuals are qualified to participate when dealing with credit
rationing and constraint. The theory also found that such individuals are
regarded as potential borrowers who have equal capacity to pay back, but
while some have access to finance, others do not, even when they are
willing to fulfil the agreement in terms of returns on investment with a
higher interest rate. Thus, it is obvious that certain groups of individuals
or firms have not adopted the position to guarantee them adequate access
to credit, not regarding the prevailing level of interest rate existing in the
current economy. Most importantly, the theorists, however, take note of
the situations in which potential borrowers are deprived of the power to
access the credit market completely by lenders, even when they have the
capacity and willingness to pay back the loan for high rate of interest not
considering the current prevailing interest in the market economy. These
decisions on the part of lenders to advance inadequate access to credit
by enterprises through credit advancement without taking into consid-
eration the ability of an individual or firm in loan repayment at coverage
of higher rate of interest can have a great influence on participation by
enterprises borrowing as source of start-up capital.

Basically, when borrowing by enterprises as source of start-up capital
is not given adequate attention and consideration as an important fac-
tor to promote access to credit, the trickledown effect could endanger
the prospects of such enterprises. Such effects have the likelihood to de-
velop serious problems of both moral hazard and adverse selection re-

Volume 19 - Number 3 - 2021



256 Obed 1. Ojonta, Divine N. Obodoechi, and Paschaline N. Ugwu

sulting from price failure and poor market performance. The price failure
and poor market performance in the market caused by moral hazard will
jeopardise the positive performance of the firm or enterprise. However,
when enterprises are able to have credit access as a source of start-up cap-
ital, it will enhance the building capacity to borrow and by doing so, there
will be employment opportunities, offering financial freedom, poverty re-
duction and food security (Haggblade, Hazell, and Reardon 2007; Lan-
jouw 2007; Ali and Peerlings 2012) which will provide support for pro-
motion of flexibility in allocation of resources and reduction of cash flow
(Bigsten et al. 2003). Additionally, when enterprises are provided with
credit access it will support job creation and drive capital for investment.

Thus, Stiglitz and Weiss’s (1981) theory explained that lenders’ inabil-
ity to promote enterprises through borrowing could have the likelihood
of affecting business transactions and access to credit. When business
transactions are greatly affected, the trickledown effect, which includes
high poverty, a high unemployment rate and high dependency ratio,
will largely increase. If not given adequate attention it could also cause
a serious impediment to expansion of businesses in underdeveloped
economies like Nigeria (Ugwuanyi 2012). Thus, Stiglitz and Weiss’s (1981)
theory provided a better evidence of the underlying model of this study.

Data Descriptions and Methodology
DATA DESCRIPTION

The General Household Survey Panel, published in 2018-2019 by the Na-
tional Bureau of Statistics (2018) in collaboration with the Federal Min-
istry of Agriculture and Rural Development and the World Bank, is the
dataset used for analysis in this study. The survey is a fourth wave house-
hold field panel survey targeting all 36 federal states, plus Abuja, the Fed-
eral Capital Territory.

The sample studied was designed to use the Local Government Area
as the reporting domain for the General Household Survey. The sample
design for the survey, however, also enabled the provision of estimates at
national, geo-political and state level. The sampling frame for all the local
government area which is 774 in numbers in Nigeria employed the enu-
meration area partitioned by the National Bureau of Statistics. The sur-
vey used a multi-stage stratified sample design to capture observations
for 3919 households. However, some of the observations that were miss-
ing from the place of their location during the survey contribute to the
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sample size of 244 observations for credit access of household nonfarm
enterprises.

Since this study focused on main start-up capital sources and credit
access of household nonfarm enterprises, this paper will make use of the
available data of a sample size of 244 as contained in the survey. To achieve
a robust, and avoid getting a spurious, result, this study endeavours to
take into consideration the outlier issues and homogeneity problems. In
ascertaining that, 18 outliers were removed from the considered observa-
tions.

MODEL SPECIFICATION

The binary logistic regression model is a mutual exclusive event used
when the dependent variable is categorised into two events, such that
the occurrence of one event will affect the other while the independent
variables take the value either discrete, continuous or both variables (Ver-
beek 2004). These assumptions are the reasons for adopting a binary logit
model to estimate the influence of the main start-up capital source on
credit access participation by household nonfarm enterprises in Nigeria.
Since credit access participation by household nonfarm enterprises is a
dummy variable with two categories (dichotomous), this study takes the
modelling approach conducted by Astari and Kismiantini (2019). In the
binary logit model adopted for this study, we code 7 to stand for credit ac-
cess participation by household nonfarm enterprises, while x; is coded to
stand for the set of independent variables. Hence, the binary regression
model for this study is coded as two outcomes in measuring the main
start-up capital source. This implies that the binary regression model is
suitable to determine the probability that a firm i has one of the j mutually
exclusive events of credit access (1 = Yes; 2 = No).

Looking at probability assumption by Justino, Litchfield, and Pham
(2008), the model can now be formally stated as:

P(rig) = ——. ®

where Z = o + Bix; + BaX, + -+ - + BpXps Bos Brs - - - » Bp are regression pa-
rameters, Xo, X, . . . , Xp are explanatory variables, and P is the probability
of household nonfarm enterprise operates with credit access (r;), where
e represents the exponential constant approximately 2.718.

All the independent variables in equation (1) are defined as shown in
table 1. The variables are explained as follows:

+ x, denotes TRADING, which defines the spending on purchase of
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TABLE1 Measure of Variables Used in the Binary Logit Regression

Variable Name Variable label Coding Exp. sign

Dependent variable

Credit access CREDIT 1= yes; 0, otherwise n/a

Independent variables

Spending on purchase of goods TRADING 1 = yes; o, otherwise (x)
for sale (x,)

Physical capital stock (x,) STOCK 1= yes; 0, otherwise (%)
Gender of employee (x;) GENDER 1 = male; o, otherwise (%)
Main start-up capital source (x,) START-UP 1= Borrow; o, otherwise (&)
Spending on other business COST 1= yes; 0, otherwise (%)
costs (x;)

Purchase of raw materials (x;)  MATERIAL 1 = yes; 0, otherwise (%)

NOTES Based on data from General Household Survey (National Bureau of Statistics
2018).

goods for sale of a nonfarm enterprise. It is a categorical variable for
which 1 denotes ‘yes’ if there is existence of spending on purchase of
goods for sale by the household nonfarm enterprises, while ‘o, oth-
erwise’ represents that there is no existence of spending on purchase
of goods for sale by the household nonfarm enterprises.

 x, denotes sTOCK, which describes the current value of physical
capital stock for household nonfarm enterprise. This is a binary vari-
able that takes a value of 1 for ‘yes’ (if the enterprise has current value
of physical capital stock) and ‘o, otherwise’ (if the enterprise did not
have current value of physical capital stock).

« x; denotes GENDER, which stands for the gender of the employee.
It is also a binary variable that takes a value of 1 for ‘yes’ if the house-
hold nonfarm enterprise is a male employee and ‘o, otherwise’ if the
household nonfarm enterprise is female employee.

+ x, denotes START-UP, which represents the main start-up capital
source by household nonfarm enterprise. It isa dummy variable that
takes a value of 1 = Borrow if the main start-up capital source is bor-
rowed and if the main start-up capital source is not borrowed rep-
resents ‘o, otherwise.

« x; denotes cosT, which describes the spending on other business
costs by household nonfarm enterprises. It is a binary variable tak-
ing a value of 1 for ‘yes’ if the enterprise has expenditure for other
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TABLE 2 Distribution of Main Start-up Capital and Credit Access by Sector

Varisbles Non-credit access Credit access Total

(1) (2) (1) (2) (1) (2)
Borrower 23 15 9 14 32 29
Non-borrower 57 73 20 33 77 106
Total 80 88 29 47 109 135

NoTES Column headings are as follows: (1) urban areas, (2) rural areas. Based on data
from National Bureau of Statistics (2018).

business costs and ‘o, otherwise’ if Non-expenditure on other busi-
ness costs.

 x¢ denotes MATERIAL, which describes the purchase of raw materi-
als by household nonfarm enterprises. This is a binary variable that
takes a value of 1 for ‘yes’ (if the enterprise had a purchase of raw ma-
terial) while ‘o, otherwise’ denotes that the enterprise did not have
a purchase of raw materials.

The credit access which is denoted by cREDIT is a dependent variable.
It is a binary variable taking a value of 1 for ‘yes’ (implying that the en-
terprise has credit access) and ‘o, otherwise’ implying that the enterprise
does not have credit access.

Results and Discussion
DESCRIPTIVE ANALYSIS

The quantitative analysis as indicated in table 2 describes the relationship
between the main start-up capital source and credit access of household
nonfarm enterprises. Table 2 reports that those household nonfarm en-
terprises who do not borrow for their main start-up capital source have
more shares of participants in credit access while those that borrow as the
start-up source have a very small share of participants in credit access in
both urban and rural areas. This implies that those who do not borrow
(non-borrowers) in household nonfarm enterprises are commonly found
in both urban and rural areas.

Table 3 illustrates the percentage and relationship between the main
start-up capital source and credit access of household nonfarm enter-
prises. Table 3 reports that the household nonfarm enterprises that are
classified as ‘non-borrower’ concerning the main start-up capital source
have a greater percentage of participants in credit access, but reports a
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TABLE3 Main Start-up Capital Source and Credit Access by Percentage Share

Varisbles Non-credit access Credit access Total

(1) (2) (1) (2) (1) (2)
Borrower 28.8 17.0 31.0 29.8 29.4 21.5
Non-borrower 71.2 83.0 69.0 70.2 70.6 70.5
Total 100.0 100.0 100.0 100.0 100.0 100.0

NoTES Column headings are as follows: (1) urban areas, (2) rural areas. Based on data
from National Bureau of Statistics (2018).

smaller percentage of participants in credit access for household non-
farm enterprises operating with borrowing in both urban and rural areas.
Conversely, household nonfarm enterprises who do not borrow as a main
start-up capital source have a greater percentage of participants in credit
access than those of the households that borrow in both urban and rural
areas. This implies that the household nonfarm enterprises whose main
start-up capital source is through borrowing originating from sources
such as a bank loan, NGo support, money lender, or remittance from
abroad, among others, have less access to credit as the main source of
start-up capital for investment.

RESULTS

Table 4 presents estimated results of the binary logit model of main start-
up capital source and credit access of household nonfarm enterprises. The
main focus of the result is to ascertain how main start-up capital source
influences credit access participation of household nonfarm enterprises.

The table shows the results of the coefficient values and p-values of
binary logit regression, with two categories of credit access, using ‘No
credit access’ as the bench category variable. The estimated covariates in
the study include trading, stock, gender, cost and material. The results
indicate that the coefficient of main start-up capital source (START-UP)
is a positive and relevant indicator influencing credit access of household
nonfarm enterprises. The p-value of 0.073 indicates that it is significant at
the 10% level. This finding suggests that higher the household non-farm
enterprises borrowed as main start-up capital source, the higher will be
the probability of household nonfarm enterprise to participate in credit
access. This finding supports the empirical findings of Blanchflower and
Evans (2004), which indicate that main start-up capital sources by house-
hold nonfarm enterprises do influence credit access participation by these
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TABLE 4 Results of Binary Logit Regression

Variables (1) (2) (3) (4)
TRADING 0.597 0.381 0.117 1.817
STOCK 2.145 1.061 0.043**  8.544
GENDER -0.537 0.488 0.272 0.584
START-UP 0.602 0.336 0.073% 1.826
COST -0.718 0.311 0.021%*  0.488
MATERIAL —-0.375 0.353 0.288 0.687
INTERCEPT -3.201 1.117 0.004 0.041

NOTES Observation: 244, pseudo R*: 0.116, correctly predicted: 76.6, dependent vari-
able: credit access. Column headings are as follows: (1) B - relative risk ratio value, which
represents the estimated coefficients, (2) robust standard error, (3) probability value of es-
timated model, (4) exponential of B (coeflicient). ** and * indicate the significance level
at 1% and 5%.

enterprises. Here main start-up capital source remains a way forward in
obtaining such credit accessibility.

The results of the binary model also indicate that physical capital stock
(sTock) of household nonfarm enterprises influences credit access. The
p-value of 0.043, which is significant at the 5% level, shows that physical
capital stock is another important factor. This finding indicates that the
higher the physical capital stock of the enterprise, the higher the tendency
that household nonfarm enterprises would have credit access, which is
consistent with Stiglitz and Weiss (1981). The results also revealed that
spending on other business costs by household nonfarm enterprises has
a negative and significant influence on credit access, with a p-value of
0.021, which is significant at the 5% level. This finding is in conformity
with the study by Asimakopoulos, Samitas, and Papadogonas (2009).

However the results of this study show that several factors, such as
spending on the purchase of goods for sale (TRADING), gender of em-
ployee (GENDER) and purchase of raw materials (MATERIAL) are not
significant and do not influence household nonfarm enterprise credit ac-
cess. At this present time of the pandemic, main start-up capital sources
and credit access participation were getting worse for many household
nonfarm enterprises in developing countries resulting from Covid-19, as
the majority of the financial institutions are restricted in issuing credit
for their operation. However, the finding of this study shows that main
start-up capital source is a relevant factor that could influence credit ac-
cess participation by household nonfarm enterprise in Nigeria. But at this
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recent period of the pandemic, there was a serious meltdown in various
sectors of the economy resulting from low turnout for credit accessibility
by household nonfarm enterprises. This challenge of the pandemic has
resulted in a great impediment to the performance of enterprises, such as
high cost of commodities in the market, high dependence on the govern-
ment for survival, and poverty.

All these have contributed to a serious negative impact on credit access
participation by household nonfarm enterprises in Nigeria. However, nu-
merous studies have been well documented in the literature about the
challenges economies face as a result of the Covid-19 pandemic (Appiah-
Otoo 2020; Polemis and Soursou 2020; Shen et al. 2020). Their studies
show that the Covid-19 pandemic affected the operation of firms through
production and distribution costs which negatively put a serious pres-
sure on the part of supply, thereby undermining firms’ ability to meet set
targets for profit making and loan repayment to the lender with interest
accrued on it.

Concluding Remarks

This study estimated the impact of main start-up capital sources on credit
access participation by household nonfarm enterprises in Nigeria using
the dataset contained in the 2018 General Household Survey (National
Bureau of Statistics 2018). The study used quantitative measures such as
descriptive analysis and binary logistic regression to unveil the factors
that influence credit access participation by household nonfarm enter-
prise in Nigeria. The results reveal that the main start-up capital source,
current value of physical capital stock and spending on other business
costs are significant drivers for credit access participation by household
nonfarm enterprises in developing countries like Nigeria. Other covari-
ates estimated in the study under review are spending on purchase of
goods for sale, other business costs and gender of employee. The results
reveal that the roles of these covariates as drivers of credit access partici-
pation by household nonfarm enterprises have not shown any significant
impact.

However, an important strategy noticed in the dataset shows that the
household nonfarm enterprises whose main start-up capital source does
not come from borrowing have more participants in credit access in ur-
ban and rural areas. These findings imply that there is a need for ade-
quate policies that can put in order the issues of main start-up capital
source, current value of physical capital stock and spending for other
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business costs by household nonfarm enterprises in Nigeria. Such gov-
ernment policies are expected to provide for these enterprises not only to
participate in credit access but also to sensitise the need for borrowing as
a main start-up capital source. Lastly, where government financial sup-
port is made available to household nonfarm enterprises, there should
be adequate and regular monitoring to ensure that such funds that were
provided are not misused for other unimportant uses. This, in turn, will
ensure the efficiency and sustainability of household nonfarm enterprises
in Nigeria.
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