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A b s t r a c t

icro, Small and Medium Enterprises (MSMEs) 

Mhave been recognised as one of the drivers of 
economic growth in developed and developing 

economies. It contributes significantly to employment 
generation and Gross Domestic Products (GDP). However, 
in view of the current financial crisis experienced by many 
economies, due to outbreak of COVID-19 pandemic, many 
economies have witnessed significant decline in finance 
flow to MSMEs, thus creating a funding gap for their 
operations. The study analysed the effect of formal source 
of finance (Bank Loan) and informal source of finance 
(Trade Credit) on the performance of MSMEs. The study's 
objectives are to examine the effect of Bank Loan (BL) on 
profitability of MSMEs and effect of Trade Credit (TC) on 
sales turnover. Survey research design was employed on 
registered MSMEs in Lagos State with a sample size of six 
hundred and sixty-five (665) determined using Cochran's 
formula from the population of registered MSMEs in Lagos 
State. Data were obtained through Primary sources with the 
use of structured questionnaire using simple random 
technique. Analysis was done using descriptive and 
inferential statistics. The results showed that TC had β = 

20.891; R  = 0.828; t-value = 35.642; p < 0.05 while BL with β 
2

=0.775; R  = 0.638; t-value = 33.894 and p < 0.05; respectively. 
This revealed that TC has stronger effect on MSMEs' 
performance than BL indicating that MSMEs make more 
profit through TC than BL. The study recommends that, 
financial policy that ensures availability and accessibility of 
loans to MSMEs through Deposit Money Banks should be 
developed as well as creating awareness for alternative 
micro credit schemes that could cushion the effect of Covid-
19 on the performance of MSMEs.
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Background to the Study

There has been a signicant reduction in equity and debt nance ows to MSMEs as a 

result of the current nancial crisis faced by many countries. (Bhaumik, Fraser & Wright, 

2015). Consequently, there are concerns that these nancing gaps may be hindering 

enterprise performance as a result of an on-going economic recovery especially due to 

outbreak of Covid-19 recently experienced globally. It has been identied in literatures 

that one of the problems associated with the entrepreneurial decision-making strategy on 

the adequate choice of external source nance to enhance business performance is to 

identify the right nancial sources either formal or informal (Bhaumik, Fraser & Wright, 

2015; Chemmanur & Fulghieri, 2010). In addition, there has been extant literature on 

entrepreneurial nance, its methodology and approach to business enterprise which 

could enhance business performance, however, there is a gap that less attention has been 

given to various techniques of nancing business enterprise and nancial options that are 

available for the entrepreneurs to adequately nance their business operations to achieve 

optimum performance (Maleki, 2015). 

In Nigeria, MSMEs constitute 90% of businesses, 84% employment and contribute 48% of 

the national Gross Domestic Products (National Bureau of Statistics (NBS) & Small and 

Medium Enterprise Development Agency of Nigeria (SMEDAN), 2019; Olukanni, 2020). 

MSMEs have also been described as the engine room for economic transformation and 

industrialization (SMEDAN, 2019). According to Price Water Coopers (2020), contributes 

96% of the total businesses in Nigeria; 50% to GDP; 76.5% employment, 32.1% nancing 

gap for MSMEs. 

Despite the contributions of MSMEs to Nigeria economy, challenges such as inadequate 

working capital, intense competition from large enterprises, difculties in accessing raw 

materials, low-capacity utilization, inadequate managerial skills, low literacy level of the 

business owners, unconducive business environment, political instability among others 

hinder the development and performance of MSMEs (Olukanni, 2020; SMEDAN, 2019; 

Ayedun & Asikhia, 2018).  Most of these businesses nd it difcult to access the funds as a 

result of insufcient collateral and bureaucratic processes when applying for laons. 

(Olukanni, 2020; Ayedun, 2019). Notwithstanding all these challenges which are 

enormous before the outbreak of the current pandemic that affected the performance of 

MSMEs, the nancing of businesses becomes more worrisome. The lockdown as result of 

Covid-19 became “new normal” which eventually hinder most of these MSMEs to 

experience business failure as a result of inability to access required nance for the 

business, unable to access needed raw materials for production which eventually make 

some of them to shut down operations, thus affecting their performance.

 One of the major sources of nancing for small business enterprises is Trade credit 

(Ayedun & Ashikia, 2018). The problem of inconsistent track record of protability by 

small businesses and inadequate assets that can be used as security have been addressed 

by past researchers (Bitler et. al., 2001; Laitinen, 2017; Odebunmi, Afolabi, Agboola & 

Adekunle, 2017; Osano & Languitone, 2016). Trade credit as a strategy of increasing sales 
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turnover by many suppliers have discovered that smaller enterprises that are usually 

cash constrained do not have adequate capital to make payment on purchase and are 

essential to collect their goods. (Coleman, 2005). Consequently, the ow of goods from 

the supplier is unpredictable and this affects the sales turnover of the entrepreneur. The 

cost of transaction of trade credit which is relatively high (supply side) that is available to 

enterprises negatively affects the volume of stocks to be released to the entrepreneur as 

well as the sales turnover.  This is as a result of cost associated with ascertaining the credit 

worthiness of less established business enterprise as well as information asymmetry 

(Chemmanur & Fulghieri, 2010; Coleman, 2005; Cowton & San-Jose, 2016; Fatoki & 

Odeyemi, 2010). The challenge of short-term tenor associated with trade credit is also a 

hindrance to effective performance of MSMEs. The tenure of trade credit availed to 

business enterprises ranges between 1-3 months. Wilson and Summers (2002) posit that 

trade credit is considered to be a costly nancing source if payments were not made 

within the given credit window of “2/10 net 30”. It implies that 2% discount payment 

within 10- day discount period, the net period ends on 30 days. The gap identied in the 

literature as regards trade credit is that its effect on sales turnover was only considered 

and addressed from the supply side. However, the effect of trade credit on sales turnover 

on the demand side (entrepreneur) has not been properly addressed, thus necessitating 

the research question that how does trade credit inuence the sales turnover of MSMEs in 

achieving enterprise performance? Is it causing a decrease, increase or no effect on the 

sales turnover of the business enterprise? 

The nancing gap being experienced by MSMEs to boost their performance has been a 

challenge, also, access to nance by entrepreneurs has become a serious issue as they have 

to rely on Deposit Money Banks (DMB) and other nancial institutions for investment 

nancing. This constraint is more pronounced among the very small enterprises, with 

59% of small enterprises reporting difculties in accessing nance. About 35% of medium 

rms and 11% of the large enterprises are facing difculties with access to credit (CBN, 

2014). As a result of high rate of default, liquidity crunch and absence of collateral by 

MSMEs, Deposit Money Banks do not want to lend to MSMEs unlike other sectors 

(Mordi, Anyanwu, Adebusuyi, Odey & Amoo, 2014). Records have shown that the DMBs 

prefer to lend to other sector of the economy than MSMEs sector and this usually has 

negative effect on enterprise performance. The statistics from the Central Bank of Nigeria 

(CBN) report (2017) show that Deposit Money Banks' (DMBs) loans and advances to 

MSMEs' sector have been on the decline over the years in Nigeria. The issues of high 

interest rate on commercial banks' loan, liquidity, information asymmetry, bureaucratic 

credit process have negative effect in accessing bank loans to support their performance 

and protability (Akinola, 2013). The study sought to analyse the effect of formal sources 

of nance (Bank Loan) and informal source of nance (Trade Credit) on the performance 

of MSMEs. The study's objectives were to; examine effect of Bank Loan (BL) on 

protability of MSMEs and effect of Trade Credit (TC) on sales turnover.
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Hypotheses

Cole (2010); Cunat and Garcia- Appendini (2012) afrmed the signicant relationship 

between trade credit and rm's liquidity. Supporting this view, Beck, Pamuk, Uras and 

Ramrattan (2015); Coleman (2005); Fatoki and Odeyemi (2014), established a positive 

relationship between managerial competencies, business size, availability of business 

plan and previous relationship on access to trade credit by MSMEs. The rm's owner 

characteristics by Coleman (2005); working capital, demand cost and inventory decision 

by Luo and Shang (2014); Socio-economic characteristics have a positive relationship on 

sales. In addition, a positive relationship has been established between trade credit and 

credit worthiness of an entrepreneur for bank loans (Burkart, Ellingsen & Giannetti, 2011; 

Garcia-Appendini & Montoriol-Garriga, 2013; Fabbri, Maria & Menichini, 2010; Saito & 

Bandeira, 2010; Yano, Shiraishi & Hu, 2013). A positive effect of trade credit on private 

rms' performance have been established by Sun and Sun (2011) measured by return on 

asset. On the other hand. Collombatto, Melenik and Monticone (2011) established a 

negative relationship between trade credit and perceived risk. Also, a negative 

relationship has been established between trade credit and business policies and 

regulations (Breza & Liberman, 2013). As a result of these conicting ndings from 

various studies, it is thus hypothesised that: 

Hypothesis One: Trade credit does not have effect on sales turnover of MSMEs.

Bank loans have been found to be consistently associated with positive long-term 

outcomes (Shaffer & Sokolyk, 2013), bank size and credit ow to business of different 

categories (Berger, Frame & Miller, 2005; Morris, Basat, Das, Ramachandran & Koshy, 

2001; Suans & Habibullah, 2010), bank competition and credit availability for MSMEs 

(Banerjee, Cole & Duo, 2013; Carbo-Valverde, Rodriguez-Fernandez & Udell, 2009; 

Thampy, 2010), bank loans, age and size of the business (Olotula & Obamuyi, 2008; 

Venkatesan & Nagarajan, 2012). Also, informal sources of nancing such as credit cards 

and trade credit from banks have been found to be positively affect the working capital of 

MSMEs (He & Baker, 2007). Corroborating this position, Abiodun, Peter and Utomi 

(2015) showed that there exists a positive relationship between banks' investments and 

nancing working capital policies and protability of MSMEs. However, Durkin, 

McGowan and Babb (2013) identied that the relationship between small businesses and 

their banks appears to be much damaged resulting in low protability with the use of 

bank loans (Bhattacharya, Faiz & Zohir, 2000). Supporting this position, Shahchera and 

Taaheri (2015) found a negative and signicant coefcient of loans to MSMEs on banks' 

protability. The efcient use of bank loans as a measure of protability of MSMEs has 

not been properly investigated. Thus, it is hypothesized that:

Hypothesis Two: Bank loans do not have signicant effect on the protability of MSMEs.

Review of Literature

Alhabeeb(2015) denes Entrepreneurial nance as the application of fundamental 

nancial principles and theories in the domain of businesses. The author further stated 

that Entrepreneurial nance involves adopting those principles and theories for 

planning, starting up, operating, growing and sustaining, valuing and harvesting 
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businesses. The need to raise capital to actualise business objectives have been realized by 

many business owners (Maleki, 2015). Thus, investors, banks, business angel, a venture 

capital fund trade credit and other sources of nancing must be sought for by business 

owners. (Chen, 2010; Moghadam, Salamzadeh & Youseyar, 2014). The underpinning 

theory of this study is Resource-Based-View (RBV). The proponents of RBV are 

Wernerfelt (1984); Hamel and Prahalad (1989); Barney (1991) in his work on rm 

resources and sustained competitive advantage. According to the theory, an organisation 

must have distinctive, and non-substitutable resources to have a sustainable competitive 

advantage, and everything internal to the organisation must be included in this resources 

that enables them to achieve greater organisational performance. Asikihia (2016) notes 

that RBV is one of the strongest theoretical foundations used to explain MSMEs 

performance. Supporting this position, Jurevicius (2013) also states that the RBV is a 

model that sees resources as key to superior rm performance. The author further stated 

if an organisation shows distinctive and non-substitutable attributes, it enables the 

organisations to achieve sustainable comparative advantage. 

Empirical evidences by Burkart, Ellingsen and Giannetti (2011); Garcia-Appendini and 

Montoriol-Garriga (2013); Fabbri, Maria and Menichini (2010); Saito and Bandeira (2010);  

Yano, Shiraishi and Hu (2013),  trade credit, to ascertain credit worthiness of businesses 

revealed that, there is a positive signicant effect on the availability of trade credit is used 

by banks as a certication of the creditworthiness of a rm (Garcia-Appendini & 

Montoriol-Garriga, 2013), the use of trade credit is related to the nature of the transacted 

goods (Burkart, Ellingsen & Giannetti, 2011). Fabbri, Maria and Menichini (2010) found 

that rms may be using trade credit as a way to foster sales and also nd some evidence of 

trade credit given and trade credit taken being strongly correlated. Supporting this view, 

Yano, Shiraishi and Hu (2013), in their studies, found that trade credit has a positive effect 

on entrepreneurial investment, while development of bank nance has low impact on 

promotion of private investment. Saito and Bandeira (2010), also found that trade credit 

can be used to denote the quality of a rm and a means of facilitating accessibility to bank 

loans as trade credit seems to be a substitute for bank loans. This corroborates the ndings 

of Alphonse, Ducret and Severin (2006) who established that registered organisations use 

bank loans and trade credit as two major formal sources of nancing. 

Furthermore, Fraser, Bhaumik and Wright (2015); Kerr and Nanda (2009); Tang (2014); 

Wilson (2014) carried out a study on the use of bank loans and trade credit in enhancing 

the protability. A positive signicant effect was established that MSMEs make use of 

make use of trade credit as a substitute for bank loans. Subsequently, Kerr and Nanda 

(2009), found that enterprise plays a linking role in a country's nancial market 

performance to its economic growth. 

Similarly, empirical evidence showed that nance contributes to a reasonable extent to 

the success of MSMEs. (Asikhia, 2010; Mbaegbu & Gbandi, 2014; Ogujiuba et al., 2004). In 

Nigeria, majority of MSMEs do not have sufcient capital to sustain their businesses due 

to their inability to access funds and may lead to the death of businesses. Mbaegbu and 
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Gbandi (2014), in their correlational study on commercial bank's credit to MSMEs and 

sustainable development in Nigeria, found a positive correlation the percentage of 

commercial banks' credits and the GDP rate over a period of two decades.

Methodology

 Survey research design was adopted in analysis the effect of formal source of nance 

(Bank Loan) and informal source of nance (Trade Credit) on the performance of MSMEs. 

Primary data were collected from registered MSMEs in Lagos State with a sample size of 

six hundred and sixty-ve (665) determined using Cochran's formula from the 

population of 3,224,324 registered MSMEs in Lagos as at 2017 (SMEDAN Report 2019). 

Administration of structured questionnaire on the respondents using simple random 

technique. Data were analysed using descriptive (mean, frequencies) and inferential 

Partial Least Square (PLS-2.0 M3) statistics. 

Results of Findings

From the data collected for this study, responses on awareness of trade credit as informal 

nance source for MSMEs in Lagos Nigeria showed that 90.5% were aware of trade credit 

which suggested that the MSMEs owners were not ignorant of existence of TC. However, 

few of the respondents (9.5%) disagreed with the use of TC.  Responses from the 

respondents on issue of getting TC from suppliers as external nancing source for their 

businesses showed that an average of 71% of the MSMEs accessed trade credit from 

suppliers, while 29% claimed that they have not been using TC to boost their sales 

turnover. This established that most of the MSMEs in Lagos State Nigeria are getting 

nancial support in form of trade credit from the manufacturers or the suppliers in 

enhancing business performance. In Nigeria, it was found that the average credit 

window of TC offered by suppliers is 30-90days. Majority of the respondents agreed that 

TC has improved their businesses greatly. This corroborated the result of Yano and 

Shiraishi (2012) that MSMEs have the opportunity to thrive as a result of access to TC. The 

ndings also showed that increase in volume of sales turnover as a result of trade credit 

had availed them the opportunity to access bank loans because of improved transactions 

with the banks and inventory turnover. 

Table 1: Descriptive Analysis of the effect of TC on SL

Source: Researcher's Field Survey (2020)

The result of the descriptive analysis in this study revealed that variable trade credit had 

mean of 4. 279; SD of 1.172; sales turnover had mean of 4.0255; SD of 1.20342. In line with 

the rating scale, the result indicated that the MSMEs partially agreed with the effect of 

trade credit on sales turnover, revealing that it partially has high inuence on sales 

turnover. On the effect of bank loans on the protability of MSMEs, majority (69.8%) of 

Variable  N  Minimum  Maximum  Mean  Std. Dev.  
TC

 
665

 
1.00

 
6.00

 
4.2788

 
1.17170

 ST

 
665

 
1.00

 
6.00

 
4.0255

 
1.20342
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the respondents have business relationship with Deposit Money Banks, while 30.2% did 

not have relationship with banks which may be attributed to size of the business, low 

literacy level and lack of collateral. The results further revealed that 53.9% of them have 

accessed loans from banks at one time or the other. On the contrary, 46.1% stated that they 

have not accessed loans from banks as a result of interest rates on bank loans which are 

not moderate and affordable. Furthermore, the study found that bank loan is a good 

alternative formal source of nance for MSMEs as a result of strong capital base of the 

DMB. Although, the study afrmed that it is not cheaper to nance MSMEs through bank 

loans with 53.1% of the respondents supporting this view, while 46.9% of them 

considered it to be a cheaper nancing source. This could be attributed to higher interest 

rates and other administrative costs attached to it. Information gathered from this study 

revealed that 54.5% of the MSMEs agreed that nancial support from banks had 

improved their protability. On the contrary,45.5% of the respondents claimed that 

nancial support from banks has no effect on protability of the business. The ndings 

showed that bank loan (BL) on protability (PR) showed a moderate effect of loans on 

protability of MSMEs.  Majority of entrepreneurs have business relationships with the 

banks and have accessed loans from them to improve business performance. Although, it 

was generally agreed that interest on loans is relatively high and loan processes are 

cumbersome. As a result of high cost of funds attached to bank loans and other 

conditions, the protability level of MSMEs is being affected. 

Table 2: Descriptive Analysis of  effect of BL on PR

Source: Researcher's Field Survey (2020)

Findings on the effect of bank loans on protability of MSMEs in Nigeria showed that 

bank loan had a mean value of 3.4835; SD of 1.4600 while protability had a mean value of 

3.6385 and SD of 1.33520. This showed that there is a moderate effect of bank loans on 

protability of MSMEs. The result for the test of hypotheses using Partial Least Square 

(M3) is represented below:

Variable  N  Minimum  Maximum  Mean  Std. Dev.  
BL

 
665

 
1.00

 
6.00

 
3.4835

 
1.46000

 PR

 
665

 

1.00

 

6.00

 

3.6385

 

1.33520
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Figure 1: PLS M3, 2020

Source: Survey Research, 2020

The results revealed that the effect of Trade Credit (TC) on independent variable, Sales 
2Turnover (ST) demonstrated evidence of signicant effect with ((β =0.891; R  = 0.828; t-

value = 35.642; p < 0.05). The p-value signies that the model using the predictor did a 

good job of predicting the outcome of the variables. It also showed a signicant effect of 

TC on ST. Since the t-value was greater than or equal to 1.96 at 5% signicant level as the 

decision rule for this study with their p-values (P <0.05), therefore, hypothesis H0 is 1 

rejected. The result indicated that the higher the volume of trade credit, the higher the 

sales turnover.

Table 3: Results of Hypothesis I: Effect of Trade Credit on Sales Turnover

Source: Researchers' Field Survey Results, (2020)

Note: * P<0.05, Indicates the item is signicant at 5% signicant level

Test of hypothesis two; the effect of Bank Loan (BL) on Protability (PR) revealed a 
2positive signicant effect among the variables with (β = 0.775; R  = 0.638; t = 32.894; p < 

0.05). The result revealed that 63.8% of the variation in Enterprise Performance (EP) of 

MSMEs is explained by the variation in bank loan. Therefore, 36.2% of variation in 

enterprise performance is described by other factors not in the model. It was obvious that 

the above hypothesis met the decision criteria earlier set for this study and thus, showing 

evidence of signicant positive effect since p < 0.05 which signies that the model using 

bank loan did a good job of predicting the outcome of the variables. 

Hypothesis  Beta  Std. Error  R2  T-Statistics  P-Value  Decision  
TC -> ST

 
0.891

 
0.021

 
0.82848

 
35.642

 
0.000

 
Supported
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Table 4: Results of Hypothesis II

Source: Researcher's Field Survey (2020)

Note: * P<0.05, Indicates the item is signicant at 5% signicant level. 

Since the t-value of 32.894 was greater than 1.96 at 5% signicant level as the decision rule 

for this study with their p-values (P <0.05), thus, hypothesis H0 is rejected that, bank loan 2 

does not have signicant effect protability of MSMEs. The result indicated that the 

greater the volume of loans available to MSMEs, the higher the protability of the 

business enterprise. 

Discussion 

Trade credit could be regarded as a reliable informal source of enterprise nance that 

could be harnessed by MSMEs in Nigeria. The results emphasised the position of 

Abdulaziz and Worthington (2013); Fatoki and Odeyemi (2010) that TC is a good 

alternative source of nance for enterprises as a result of agreement for a delay in 

payment for goods and services. In addition, the results corroborated the ndings of 

Nguyen (2011) who found provision of TC has a signicant inuence on growth of sales 

turnover, and business enterprises that benet more from trade credit realise higher 

growth rate and sales turnover. The results further emphasised the position of Krugon, 

Nagaraju and Narayanan (2014) who found that it has become customary for 

manufacturers to provide TC to retailers as part of enhancing the sales turnover. With the 

relatively strong contribution of trade credit to sales turnover. However, there is need for 

the MSMEs to consider negotiation for favourable terms of payment with their suppliers 

as emphasised by Lamptey, Frimpong and Morrison (2017). Suppliers of trade credit are 

somehow conscious about the cost of extending trade credit to MSMEs, and as a result, 

they tend to spread the cost on the terms of payment in order not to run at a loss. It is thus, 

expedient for the MSMEs to properly understand the terms and conditions associated 

with TC. This corroborated the ndings of Cunat and Garcia-Appendini (2012) who 

found suppliers offer TC that allows buyers to delay payment for a specic period of time 

as a means of nancing their businesses. The ndings also corroborated the ndings of 

Coleman (2005) that in the absence of collateral by small businesses and inconsistent 

credit history, sales turnover is These another avenue of accessing nancial support from 

the bank. ndings suggest that, considering the economic and nancial situation of many 

developing economies for Post-Covid- 19, the MSMEs can explore use of TC for enhanced 

performance. 

This study further revealed that banks loans contribute signicantly to the performance 

of MSMEs in Lagos, Nigeria. This corroborated the empirical work of Olotula and 

Obamuyi (2008); Venkatesan and Nagarajan (2012). They also found that for high 

protability, increase in the volume of loans availed MSMEs. In addition, it emphasised 

the work of Dana, Mertens and Mensah (2017) in their study of MSMEs nancing and 

Hypothesis  Beta  Std. Error  R2  T-Statistics  P-Value  Decision  
BL -> PR

 
0.775

 
0.025

 
0.63843

 
32.894

 
0.000

 
Supported
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bank's protability and found that bank loans have positive signicant contribution to 

MSMEs protability. This position was further emphasized by Mbaegbu and Gbandi 

(2014) who in their correlational study on bank's loan to MSMEs and sustainable 

development, established a positive linear relationship between percentage of 

commercial bank's loan and GDP rate over a period of two decades which indicated that 

as the percentage of credits to MSMEs increased, the GDP rate also increased. 

The empirical results further emphasised the ndings of Bruton, Khavul and Chavez 

(2011); De Castro, Khavul and Bruton (2014); Fatoki and Odeyemi (2010) who found that 

existing businesses and start-ups entrepreneurs try to access loans from banks as a result 

of information asymmetry, higher interest rates, inadequate collaterals and cumbersome 

credit policies. As a result of the above position, it was established that MSMEs are not 

nding it easy to get nancial supports from banks in order to enhance their 

performances. 

In addition, bureaucratic process of accessing loans from banks could be attributed to the 

organisational structure and the quality of manpower put in place by most deposit 

money banks, which serves as a control measure to guide against assets loss or high rate 

of default. This also emphasised the work of Khartik and Varghesa (2011) who observed 

that protability level of a business enterprise depends on utilisation of manpower 

resources.  Other factor that could be responsible for the variation in the level of 

performance of MSMEs using bank loans is the low level of protability by banks when 

dealing with MSMEs. 

Conclusion and Recommendations 

As emanated from this study, it could be recommended that, nancial policy that ensures 

availability and accessibility of loans to MSMEs through Deposit Money Banks at 

acceptable terms and conditions should be developed by Nigerian Government that 

could cushion the effect of Covid-19 on the performance of MSMEs. Since many of the 

MSMEs made use of trade credits than bank loans, the Government of Nigeria should 

create more awareness about the releases of some intervention funds for MSMEs through 

CBN and Bank of the Industry (BOI) For example, MSMEs survival funds, MSMEs 

intervention funds, Trader's Money, fashion funds for operators in the fashion industry, 

start-up funds for National Youth Service Corps (NYSC) through BOI among others. 

Furthermore, the formal nancial sector needs to further sensitize the operators in the 

MSMEs sector on the need for them to establish a nancial relationship with Nigerian 

Banks. Although, majority (69.8%) of the MSMEs claimed to have relationship with any of 

the Nigerian banks, there is a need to improve on this result because evidence of their 

business activities with banks in terms of their sales turnover from statements of accounts 

are also important requirement for accessing funds from the government. It is also a basis 

for establishing credit worthiness of an entrepreneur for a trade credit from their 

suppliers. Further studies should focus on other sources of nancing such as cooperative, 

micro-credit agency, venture capital, private equity, crowdfunding, business angel 

among others to support MSMEs' nancing in Nigeria as Post Covid-19 measures.



IJEDESR | page 11

References

Abdulsaleh, A. M., & Worthington, A. C. (2013). Small and medium - sized enterprises 

nancing: A review of literature . International Journal of Business and 

Management, 8(14), 36-54.

Abiodun, O., Peter, A. A., & Utomi, Q. R. (2015). The impact of working capital 

management on protability of small and medium scale enterprises in Kaduna 

Metropolis. International Journal of Advanced Studies in Economics & Public Sector 

Management, 3(1), 159-169.

Alhabeeb, M. J. (2015). Entrepreneurial Finance: Fundamentals of Financial Planning and 

Management of Small Businesses. Hoboken, New Jersey: John Wiley & Sons 

Publications.

Alphonse, P., Ducret, J., & Severin, E. (2010). When trade credit facilitates access to bank 

nance: Evidence from US small business data (Working Paper). University of 

Valenciennes and University of Lille, 1-18.

Asikhia, O. U. (2010). MSMEs and poverty alleviation in Nigeria: Marketing resources 

and capabilities implications. New England Journal of Entrepreneurship, 13(2), 1-14.

Asikhia, O. U. (2016). SME's wealth creation model of an emerging economy. Euasian 

Journal of Business and Economics, 9(17), 125-151.

Ayedun, T. A. (2019). The effect of nancing on the performance of some selected small 

and medium enterprises in South-West Nigeria. Edo Journal of Arts, Management 

& Social Sciences. 1(1), 275-290.

Ayedun, T. A., Asikhia, O. U. (2018). Entrepreneurial nancing options and enterprise 

performance of selected MSMEs in South-West Nigeria. A Ph.D Thesis at Babcock 

University Ilishan Remo, 1-283 

Banerjee, A., Cole, S., & Duo, E. (2013). Bank nancing in India, Mimeo: MIT.

Barney, J. B. (1991). Firm resources and sustained competitive advantage. Journal of 

Management, 17(1), 99-120.

Beck, T., Pamuk, H., Uras, B., & Ramrattan, R. (2015). Mobile money, trade credit and 

economic development: Theory and evidence, Center Discussion Paper, 2015-2023.

Berger, A., Frame, S., & Miller, N. (2005). Credit scoring and the availability, price, and 

risk of small business credit. Journal of Money, Credit & Banking, 37(1), 191-222.



IJEDESR | page 12

Bhattacharya, D., Faiz, N., & Zohir, S. (2000). Policy of employment generation in the informal 

sectorof Bangladesh: A study prepared for the initial labour ofce Dhaka. Dhaka: Centre 

for Policy Dialogue.

Bhaumik, S. K., Fraser, S., & Wright, M. (2015). What do we know about entrepreneurial 

nance and its relationship with growth? International Small Business Journal, 

33(1), 70-88.

Bitler, M. P., Robb, A. M., & Wolken, J. D. (2001). Financial services used by small 

businesses: Evidence from the 1998 survey of small business nance, Federal 

Reserve Bulletin, 76(2), 801-817.

Breza, E., & Liberman, A. (2013). Trade credit and organisational rm: Evidence from the 

regulation of buyer-supplier contracts. (1-43). Banco central de Chile: Chile 

Finance Conference.

Bruton, G. D., Khavul, S., & Chavez, H. (2011). Microlending in emerging economies: 

Building a new line of inquiry from the ground up. Journal of International Business 

Studies, 42, 718-739.

Burkart, M., Elliingsen, M., & Giannetti, M. (2011). What you sell is what you lend? 

Explaining trade credit contracts. Review of Financial Studies , 24(4), 1261-1298.

Carbo-Valverde, S., Rodriguez-Fernadez, F., & Udell, G. (2009). Bank market power and 

SME nancing constraints. Review of Finance, 13(1), 309-340.

CBN. (2017). Central Bank of Nigeria Bulletin. Abuja: CBN.

Chemmanur, T. J., & Fulghieri, P. (2010). Entrepreneurial nance and innovation: An 

introduction and agenda for future research. Review of Financial Studies (1-30). 

North Carolina-Chapel Hill: Kauffman foundation.

Chen, H. (2010). Macroeconomic conditions and the puzzles of credit spreads and capital 

structure. The Journal of Finance, 65(6), 2171-2212.

Cole, R. (2011). What do we know about the capital structure of privately held US rms: 

Evidence from the survey of small business nance. SBA Advocacy, 3(2), 1-52.

Coleman, S. (2005). Free and costly trade credit: A comparison of small rms, The Journal 

of Entrepreneurial Finance, 10(1), 75-101.

Collombatto, E., Melenik, A., & Monticone, C. (2011). Relationships and the availability of 

credit to new small rms. Working Papers, University of Haifa, Department of 

Economics, 1-27.



IJEDESR | page 13

Cowton, C. J., & San-Jose, L. (2016). On the ethics of trade credit: Understanding good 

payment practice in the supply chain. Journal of Business Ethics, 2(1), 1-13.

Cuant, V., & Garcia-Appendini, E. (2012). Trade credit and its role in entrepreneurial 

nance. In D. Cumming, Oxford Handbook of Entrepreneurial Finance (526-557). 

New York: Oxford University Press.

Dana, L. P., Mertens, G., & Mensah, L. (2017). MSMEs nancing and banks' protability: 

A "Good Date" for banks in Ghana? Journal of African Business, 18(2), 257-277.

De Castro, J., Khavul, S., & Bruton, G. (2014). Informal rms and meso institutions in Latin 

America. Strategic Entrepreneurship Journal, 81, 75-94.

Fabbri, D., Maria, A., & Menichini, C. (2010). Trade credit, collateral liquidation and 

borrowing contracts. Journal of Financial Economics , 96(3), 413-432.

Fatoki, O., & Odeyemi, A. (2014). The determinants of accessto trade credits by new small 

and medium enterprises in South Africa. African Journal of BusinessManagement, 

4(13), 2763-2770.

Fraser, S., Bhaumik, S., & Wright, M. (2015). What do we know about entrepreneurial 

nance and its relationship with growth? To appear in International Small Business 

Journal.

Garcia-Appendini, E., & Montoriol-Garriga, J. (2013). Firms as liquidityproviders: E 

vidence from the 2007-2008 nancial crisis . Journal of Financial Economics, 109(1), 

272-291.

Hamel, G., & Prahalad, C. (1989). Competing for the Future, Harvard Business School Press, 

Paperback edition, Boston (Massachusetts).

He, W., & Baker, H. K. (2007). Small business nancing: Survey evidence in West Texas. 

The Journal of Entrepreneurial Finance and Business Ventures, 12(1), 27-43.

Kerr, W. R., & Nanda, R. (2009). Financing constraints and entrepreneurship. Working 

Paper, Havard Business School, USA, 1-36.

Khartik, S. K., & Varghesa, T. (2011). Protability analysis of public sector undertaking: A 

case study of Hindustan Newsprint Limited. The Management Account, 46(11), 

1067-1073.

Krugon, S., Nagaraju, D., & Narayanan, S. (2014). Optimality of cycle time and inventory 

decisions in the Echelon inventory system under credit period. Procedia 

Engineering, 97(1), 2269-2278.



IJEDESR | page 14

Laitinen, E. K. (2017). Protability ratio in the early stages of a startup. The Journal of  

Entrepreneurial Finance, 19(2), 1-28.�

Lamptey, L. L., Frimpong, K., & Morrison, A. B. (2017). Empirical study on the inuence 

of working capital management on performance of MSMEs in a delivering 

economy. British Journal of Economics and Management and Trade, 17(14), 1-10  

Luo, W. S., Shang, C. H. (2014). Managing inventory for entrepreneurial rms with trade 

credit and payment defaults. Fuqua School of Business, Duke University Durham, 1-

23.

Maleki, A. (2015). Entrepreneurial nance: A reveiew domain. Journal of Entrepreneurship, 

Business and Economics, 3(2), 110 -120.

Mbaegbu, D. G., & Gbandi, E. C. (2014). Commercial bank's credit to small and medium 

enterprises (MSMEs) and sustainable development in Nigeria. International 

Journal of Advanced Studies in Business Strategies and Management, 2(1), 18-29.

Moghadam, S. J., Salamzadeh, A., & Youseyar, A. (2014). Factors affecting senior 

managemers' entrepreneurial behaviour in Iranian pioneer banks.  (1-33). Tehran: 

International Conference on Entrepreneurship (ICE, 2014).

Mordi, C. N., Anyanwu, C. M., Adebusuyi, B. S., Odey, L. I., & Amoo, B. A. (2014). Credit 

delivery to small and medium enterprises : Post bank consolidation in Nigeria. 

CBN Research Department Occassional Paper, 53, 1-76.

Moreira, D. F. (2016). The microeconomic impact on growth of MSMEs when access to 

nance widens: Evidence from intermet & high-tech industry. 19th International 

Conference of Enterprise and Competitive Environment, 2016.220, pp. 278-287. Czech 

Republic: Brno, Science Direct.

Morris, S., Basant, R., Das, K., Ranachadran, K., & Koshy, A. (2001). The Growth and 

Transformation of Small Firms in Indian. New Delhi: University Press.

National Bureau of Statistics (2019). Retrieved on February 7, 2022 from 

https://www.nbs.org.ng

Nguyen, L. T. (2011). Trade credit in the rice market of the Mekong Delta in Vietnam Groningen. 

Groningen: SOM Research School.

Odebunmi, A. T., Afolabi, Y. A., Agboola, J. O., & Adekunle, O. A. (2017). Financing 

constraints of small and medium enterprises in South-Western Nigeria. 

International Journal of Small Business and Entrepreneurship Research, 5(6), 26-39.



IJEDESR | page 15

Ogujiuba, K., Fadila, J., & Stiegler, N. (2013). Challenges of micronance access in Nigeria: 

Implications for entrepreneurship development. Mediterranean Journal of Social 

Sciences, 4(6), 611-618.

Olotunla, G. T., & Obamuyi, T. M. (2008). An empirical analysis of factors associated with 

protability of small and medium enterprises in Nigeria. African Journal of 

Business Management, 2(10), 195-200.

Olukanni, A. (2020). Impact of Covid-19 On SMEs In Nigeria. A virtual seminar paper 
thpresentation for the Association of Entrepreneurship Scholars on 8  September, 2020. 

thPrice Water Coopers Reports (2020). Retrieved on 4  February, 2022 from 

http://www.pwc.com

Osano, H. M., & Languitone, H. (2016). Factors inuencing access to nance by MSMEs in 

� Mozambique: Case of MSMEs in Maputo Central District. Journal of Innovation and 

Entrepreneurship, 5(13), 1-16

Saito, R., & Bandeira, L. M. (2010). Emirical evidence of trde credit uses of Brazilian 

publicly-listed companies . Brazilian Administrtive Review, 7(3), 242-259.

Shaffer, S. & Sokolyk, T. (2013). Bank loans to newly public rms. The Journal of 

Entrepreneurial Finance.16(2), 33-56.

Shahchera, M., & Taheri, M. (2015). Loans to MSMEs and banking protability . Monetary 

and Banking Research Institute, 1-12.

SMEDAN Report (2019).  Micro, Small, And Medium Enterprises (MSME) National 

Survey 2019.

Sun, J., & Sun, Y. (2011). Informal nance, trade credit and private rm performance . 

Nankai Business Review International , 2(4), 283-400.

Suan, F., & Habibullah, M. S. (2010). Assessing the impact of nancial crisis on bank 

performance: Empirical evidence from Indonesia. ASEA Economic Bulletin , 27(3), 

245-262.

Tang, Y. (2014). Trade credit and protability in small and medium enterprises. 

University of Twente, Faculty of Management and Governance, Netherlands, 1-9.

Thampy, A. (2010, May 16th). Financing of SME Firms in Indian. Retrieved 2017, 

from:www.sciencedirect.com: http://www.sciencedirect.com



IJEDESR | page 16

Venkatesan, T., & Nagarajan, S. K. (2012). An empirical study of protability analysis of 

selected steel companies in Indian . International Journal of Marketing, Financial 

Services & Management Research, 1(10), 84-100.

Wernerfert, B. (1984). A resource-based view of the rm. Strategic Management Journal, 

5(2), 171-180. 

Wilson, N. (2014). Trade credit in the UK economy (1998-2012): An exploratory analysis 

of company accounts. Credit Management Research Centre Working Paper, Leeds 

University Business School, 1-47.

Wilson, N., & Summers, B. (2002). Trade credit terms offered by small rms: Survey 

evidence and empirical analysis. Journal of Business Finance and Accounting, 29(3-

4), 317-351.

Yano, G., Shiraishi, M., & Hu, H. (2013). Property rights, trade credit and entrepreneurial 

activity in China. Journal of the Asia Pacic Economy, 18(1), 168-192


	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20

