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The study examines the influence of owner specific factors
on access to bank financing among SMEs in North Centra/
Nigeria. Self-administered questionnaires were employed
for data collection from the sampied SME
owners/managers in the study area, A sample of 280
SMEs was drawn from the Population of 1030 SMEs.
Logistic regression was used In analyzing the data. The
study found that gender, personaj networking and
personal relationship with the bank, which are significant
at 0.05 01 and 0.1 respectively, are the owner
characteristics influencing SMEs’ financial access,
whereas the owner’s age, education, experience, financial
literacy and personal wealth do not have significant
influence on SMEs' access to bank financing in the region.
The study concluded that while aif the identified owner's
attributes are complementarily important in financial
access, banks are more gender biased, value personal
relationship and networking ability of firm owners. The
study therefore, recommended among others, the need for
SME owners to establish and malintain more improved
relationships with their banks and form strong linkages
with relevant stakeholders in the external environment for
better resource exchange inciuding financial access,
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it comes to formal external financing to the higher end of SME Market segment, banks,
Whe"' fly DMBs, MFls and specialized banks, have @ prominent role to play as key ang
especie :I layers In the financial system. Accordingly, the Nigerian financial sector including
domi!a:xpzrienced major reforms towards the end of

ban

the year 2005, The need for SMEs t0
atribute better in terms of generating economic act
0

ivities for improved national economic
wth is one of the cardinal drives for bank consolidation in Nigerla (Mordi
gro

etal., 2014). Yet,
the reforms have not yielded the expected output for the SME sector as their

accessto finance
has continued to plummet significantly. Evidently, Nigerian banks give more preference to

large and multinational firms than to their SME counterparts (Ekpu, 2015).

The World Bank survey (2014) uncover:ecc:l atve;ry :?::r:f ;t:ri:t:re;;n :;rf:::tr;c: o:cft?:s:::ct?t

the SMEs operating in the North Central re . ; ! e,
?::rz;ﬁadhthat only 4.5% of the enterprises operating in Kwawa:j s;aat:eag: .*;f::st: ::g:;t 23::!
enjoy facilities from the Nigerlan banks. There is perceive tSMEs‘ wsigetalgeds
financing of SMEs due to owner related factors. Generan;y. mo:a i tite}acy e
atributes in terms of age, gender, education, experience, financ s ma;sive s
personal network among others. These owner-related factcl)rs feassociated O s
i the financlal markets with a view to resolving prob en'; g
information which results into adverse selection and moofr;‘ s Rl i
Consequently, the long term growth and competitiveness  aant scoargs of fiumcil Scoms
®onomic growth, has been compromised ow!ﬂg to P::' Jears into thelr establishment.
thereby leading to massive exodus of SME businesses
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2. Literature review

21 conceptual Clarifications

teristics represent a number of traits or
owner charac _ . attributes that are specific to
owner which can Impaq positively or negatively on the firm's pe PhorHises skt t:::l::
2011). The decision of finance providers to extend credit facilit :

ies is hugely contingent
e sedentials of the business owners. These are referred to gent upon

. as the relevant owner specific
saracteristics. Literature reveals these characteristics to include the managerial

competency of the owner, personal networking (that is general network, social network and
nanagerial network), personal relationship with banks, physiological characteristics (gender,
race, ethnicity of the owner), age, educational attainment, business experience, personai
wealth and so on (Fatoki & Asah, 2011; Sayedi & Isah, 2013; Subramaniam & Marimuthu,
2010). Several studies of financial access (Andoh & Nunoo, 2011; Szafrafiska & Matysik-
Pejas, 2012; Zia, 2009) have recognized business owner's level of financial literacy as an
. important entrepreneurial characteristic in optimizing financial access. This is corroborated
,t with the fact that, while the financial markets develop dynamically and usher in innovative

financial wares and create ample financial opportunities; they have also escalated the level
financial risks subsisting in the financial system (Deeper, 2014; Szafrafiska & Matysik-Pejas,
2012). This scenario thus, behooves the enterprise owners or managers to upgrade their
financial knowledge to be able to exploit the opportunities. Hence, financial literacy is
embedded in the owner’s characteristics that explain access to external finance of the SMEs.

According to Kira and He (2012) access to finance is defined as the ability of firm or mdwnd:sat
otully obtain and utilise financing from various available SOUrces, be th‘esq either tnftfe:'nd: b?;
temal. Claessens (2006) views financial products as accessible only if they are a fO e
and useable in meeting the financial requirements of individuals of ﬂ.rms.f Zm:; 'N]gefia
¢ the most patronized sources of formal financing for the vast majority 0
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Wﬂcﬂ Underpinnings

roviders), for instance banks, with the motive of maximizing their profitabiiity thy
income and assets pledged as collateral in case of default, and a atm::;
prospective deficit units with the opjective of maximizing their profitability through ampie
qvestment choices. The central thesis here is that the expected retums and risks associated
Jith each investible projects to be taken on by the prospective borrower . :
sistributed. The borrower is fully aware of this probability distribution byt it is oblivious to the
jender.

s fund P
mtereﬁ

prospective borrowers of funds usually encounter credit rationing as a resuft of the distortion
in the market equilibrium occasioned by persistence of information asymmetry. (Stigitz &
weiss, 1981; Mordi et al, 2014). Making inference from Stiglitz & Weiss’ theory of credit
rationing, it can be deduced that a vast majority of firms, particularly SMEs that have capacity
to use fund productively, encounter serious challenge regarding access to financial markets.

According to Mordi et al (2014) apart from loan features, borrowers’ observabie peculiarities
may constitute significant determinants of credit rationing behaviour of banks. Hence, the
theory underscores the significance of owner observable characteristics in resolving
information asymmetry and facilitates access to finance for SMEs.

. The theory of social capital as introduced by Moreno in 1937 posits that individuals in any
. ven society are involved in a number of social relationships with one another. Coleman
. 11988) argued that high degree of social disintegration among members of a society or group
| '®duces trustworthiness and the value derived from such connections will be low. Thus,
L Members will form networks which create and enhance trustworthiness that in turm result
. ™o beneficial resources exchange including capital, information, technology and knowledge.
4 %fefme' investment in the establishment and maintenance of mlatmmp and/or notwm
i 'S banks, government officials, managers of other firms, msmm association,
L ofessional bodies, social club members and relatives and friends is crucial as they support
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inorease the Probantity of SMEs access tg expgrng financing |- UOMNID 8Nd netuori
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ating environments (Biggs & Shan, 2008), Market access ohay
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f, Age of the owner has no significant influence on access to bank finance

In addition to the owner’s age, gender diversity could inter
credit institutions to the extent of affecting the capital str
2008). This could be so because some financial instituti
practice. Abor (2008) reported that female-owned firm

from gender discrimination to risk aversion) are less likely to employ external debt financing
in their capital structure choice. To buttress the discrimination encountered by firms whose
controlling owners are females, Bellucci, Borisov and Zazzaro, (2009) observed that they are
gven stringent credit conditions than their male counterparts. It has equally been observed
that the loan applications of female-owned businesses are quite low and that the mea‘of
denying them credit facilities are very high relative to male owned businesses (Mijid, 2009).
However, Coleman (2000) had noted that financial gearing is not a function of gender of the
business owner. Also Opoku-Mensah and Agbekpornu (2015) found no linkage between
Bender and financial access. Thus, it is hypothesized that:

e of the owner has no significant influence on access to bank finance

Experience gained in business over the years might be an essential determinant of ac::::

finance, Thig reflects managerial competency of the firm owner and/or ma;age;-wm

Measured in terms years of business experience and related experience s bzaooe;; Aithough

-~ SMEs Performance and in turn access to finance (Histrich & Dmm‘;m and financial
E 9ku-Mensah ang Agbekpornu (2015) found no nexus between ex;::; more experienced

acCess' Balogun, Agumba and Ansary (2016) reported that firms w ,

play in the lending decisions of the
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1 The financial markets across the globe have experienced ¢

remendous growth in recent years,
his development has faciiitated the unieashing of mare

multinational capital flows and unhindered financial access (Deepa, 2014). While the new
financia! wares, as outcome of financial markets' dynamism, Whm" .l

opportunities, they have 8iso escalated the level financiai risis subsisting in the financiat
system (Deeper, 2014; Szatradska & Matysik-Pejes, 2012} This scenario thus, places great
onus upon the enterprise owners or managers 10 upgrade their financial siili to be abie 1
ewiot the opportunities (Szafrafska & Matysik-Pejas, 2012). This is ot the backdrop that,

access and use of the financial services require understanding and indegendance for
wnsumers 10 make informed decisions sbout thelr finances which in effect improve their
velibeing SME owners’ financia! literacy has been identified 83 a major factor in providing
tipianation on the utilization of financial products and services Dy the SMEs (Andoh & Nunoe.
2011). This impilies that the low level of financial iteracy could hamper SMES' understanding
¢ accessidility to financia! products and services from banks end other financisl
fsltutions. Therefore, it is hypothesized that:

al eracy of the owner has no significant influence on access to bank finance
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3. Methodology

L T study empioyed Cross sectional Susvey Gesign 10 eaming the nfusnce of fem
| e mTs O BCCESS 10 Dank TRancing # The Sty area. This design & MONT APDITErte
L When nong of the sludy samphes are 1 De cuntrolied (Asika, 2000} Al SMEs operating
- Beie Rog Kware Nassarmms 80d Niger States of e Norh Cantrad region of Nigera whe
L W% members of Nigeran Association of Chambers of Commerce, industry, Mines and
| NCUtue (NACTIMA) constitute the study popuiation, SME membars of NACCIMA wees
L ™hed in the study due to formality of their operstions. By the end of year 2019, SME
. "™ers of NACCIMA stood at one theusand and thirty (1030) and they constitute S study
| MPuston A sampie size of 260 SMES wes selecied based on e acientific samping
| Memination of Ksejcre and Morgan { 1970) saing stratfied probabiity sempiing teennigue.
™ %hieve s, a5 depicted in Table § beiow, SMES ware stratifed into five namely. Benue

TMES. Kogi SMEs, Kwars SMEs, Nessarews SMES and Niger SMES, then the sample which &
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ection based on proportion of each stratym:
‘ Sampllng sé mM's share of the population
# St PopulaionSampre-

Benue 166 45

Kwara 382 104

Kogi 201 55

Nassarawa 45 12

Niger 236 64

TOTAL 1030 280

Source; Authors’ computation, 2020

e Jorld gank Survey questionnaire was gdapted and administered on respondents, that
*sele oted sMe‘owners or managers, whll'e b'oth descriptive and inferential statistics were
e,'nployed in analyzing the data. For a flfascrlptlve analysis, tools such as tables, frequency
T putions and percentages were utilised while binary choice logit model with marginal
dlf?:gts were used for inferential statistical analysis.

e

T

Model speclﬂcatlon

Following Opoku-Mensah and Agbekpornu (2015) (with modification), we model access to
pank finance as a function of owner characteristics as follows;

ACCESS, = f(0C)

(1)
Where,
ACCESS; = access to bank finance of individual SME owner/manager
0C; = Owner Characteristics of individual SMEowner/manager
It follows that;
0C; = (GEN,, AGEO,, EXP,, EDU, REL;, NET,, OPW,, FIL,) @)

Where:

GEN; = Gender of individual SME owner/manager

AGEO; = Age of individual SME owner/manager ‘

EDU; = Education status of individual SME owner/manager
EXP, = Business experience of individual SME owner/manager
REL = Bank relationship of individual SME owner/manager

Pl = Financia) literacy of individual SME owner/manager
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4. Results ang Discussion findings

o pemographic characteristics of SME Owners ip North central Nigeria

rable 2 describes the characteristics of syrye

. yed SME owners i
gender, highest educational qualification, anq p / mangers regarding P

osition in the organization.

o2 Demographic Distribution of Respondents (SME oOwners/Managers)
Table &

oo Frequency Percent Cum. Percent
Below the age of 21years old 29 10.36 10.36
21-30 years old 138 49.29 59.64
31-40 years old 105 37.50 97.14
41-50 years old 8 2.86 100.00
51-60 years old - 5
61years old and over -
Gender
Female 69 24,64 24.64
Male 211 75.36 100.00
Education
Primary 12 4.29 429
Secondary/Technical 9 3.21 7.50
OND/NCE 88 31.43 38.93
BSC/HND 158 56.43 95.36
MSC/MBA 13 4.64 100.00
Position
Owner 226 80.71 80.71
Manager 54 19.29 100.00

Source: Authors' Computation, 2020,

B Timisoara Journal of Economics and Business | 'SS.N ;42528224) e
Year 2020 | Volume 13 | Issue 1 | Pages: 49-




.10-2578/ T"msoa raJ
i ) MAN A. B. & ADEMOKOYA o_ 5 (2020, %(\\EQUmal m
oxier characteristics and Access to Bank Financing: Perceptua) o «d Business
oW Vidence

the respondents age, results shoy ¢

hat th -

for 0 € ma .

s ly 10.36% Jority fal i :

A1 40 years: Only ’ (.29.respondents) fall W'rthinn: alls within the mid-age group of
586% (8 respondents) fall within age.range 4, _ EE-range below 21 years oig and

it age-range 51 - 60 years and above 60

mal

e ¢, 56.43% (158 respondents) have B.Sc./
';1 43% (88 respondents) are OND/NCE hol
13 respondents), and 3.21% (g respondents)

sacondarY/TeCh"icél certificate holders, respectively are  primary, M.Sc./MBA, and
respondents regarding their position in th
are firm OWNErs with 80.71% (

espondents) being managers.

4.2, Regression Resuits

t variables comprise of a set of identified
firm related factors (owner's gender, age, education status,

; business experience, financial
literacy, networking, bank relationship and personal wealth).

| Table 3: Binary Logit Results

__VARIABLES __Cosfficients pvaiue

Gender 1.409**  0.047
(0.706)

Age 0.840 0138
(0.565)

Experience 0.740 0.161
(0.527)

Education 0.0810 0.852
(0.435)

Bank relationship 2.207* 0.070
(1.212)

Networking 0.908* 0.052
(0.464)

Personal wealth -3.248 0.304
(3.152)

Financial literacy 0.276 0.689
(0.689)

Constant -26.55+** 0,004
(9.208)
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VARIABLES — Cosfficieris

Observations e
F-statistic 1:;623 *

Pseudo R-squared ;

Wald (Owner gfgff
Characteristics) '

Jackknife Robust St
andard errors
a in parent,
signfﬂcar;t at 1%, ** significant at 5%, * signi;z:zj
ource: Authors’ Computation, 2020, e

der 10 account for likely heteroskedasticity, )
nb(:,rst estimates of standard errors. The mod ;{ ggseeg‘g:etih\:a; :‘j:'mated with Jackknife
1.72, provides statistically significant explanation of the probability of a:; F-statistic value of
50 85 depicted by the pseudo R-squared (0.6826), the independent v:s"s :,0 bank ﬁn'ance.
dependent variable to a large extent. The Wald test of joint significance forr‘?| i:s explain the
yariables shows @ value. of 2.19 which is statistically significant at 5%. Thu # : e explanatory
factors aré jointly significant in influencing access to bank finance of .SME:'i: ;:: 23:;: l::::

From the estimation results of the binary logit regression as shown in Table 3, th ’
gender, the owner's relationship with bank and the owner's networking an'a steag “:‘erls
slgnificant factors explaining the likelihood of access to bank finance while owne:'s o
experience, education, personal wealth and financial literacy are statistically insign?ﬁzag;’c
factors affecting the probability of access to bank finance. More specifically, the result
indicates that enterprises with their owners having stronger bank relationship and' networking
as well as male enterprise owners have increased probability of access to bank finance.

1able 4, Marginal Effect Results

VARIABLES  coefficlents p-value

Gender 0.253**  0.031
(0.118)

Age -0.179 0.211
(0.143)

Experience -0.157 0.033
(0.073)

Education 0.017 0.848
(0.090)

Bank relationship ~ 0.469* 0.102
{0.287)

Networking 0.193* 0.160
(0.137)

Personal wealth -0.662 0.118
(0.423)

Financial literacy 0.059 0.682

(0.143) :

Jackknife Robust Standard errors in parentheses
*** gignificant at 1%, ** significant at 5%, * significant at 10%
Source: Authors’ Computation, 2020.
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e
mwﬂc Tests
A

deplcts the test for access to bank finance model
ble 5min § the COTTRCtNess or otherwise of the
certd

Model specifi
t is cruclal to detect if the mode specifie
the tes

Specification With a view to
dlis devoid

ed for the Study. in other words,
of Specification error,

ol Specification Test - Access to Bank Finance Mode!
g Mod

meehaw
Coefficient Pvalue
_hat M
hatsq 0.103 0.085
Constant 0.321 0,280
Source: Authors' Computation, 2020

employs linktest specification test, The test uses the linear predicteq value (_hat)
s stud)‘r predicted value squared (_hatsq) as the Predictors of good model. For the model
e “mﬁ specified the varlable _hat must be Statistically significant and the variabte._h_atsq
wbz ::t have much predictive power except by chance that is, it must not be statistically
mus
significant at 0.05.

lly significant even at 1% level of significance
hows that variable _hat is statistica :
Th:hresr::ds;l (with p-values of 0.001) while variable -hatsq is no} s‘tatistically sigmt?ca:t a:
g‘% I:vel of significant. _hatsq is only significant at 10% level of significant which mdsc:d : .
weak Importance (with p-values of 0.065). Conclusion can thus be drawn that the m
correctly specified.

& W8 Varlance Inflation Factor - Owner Characteristics

Varlable VIF VIF
tion 6.80 0.1471
Edﬁe 599 0.1669
Experience 4.84 0.206?
Personal wealth 4.26 0.234
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4.4, Discusslons of Findings

d on the finding of the study, the gender of firm qwner EXens a significant Positive
Base ce on access to bank finance in SUch a way that male ownerg enjoy increaseq
inﬂuenmt of access to bank finance Compared to the female counterpart in the Nortn central
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N-If:";llucci Borisov and Zazzaro, (2009)
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€ study is in consonance
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Pported by previous studies (see Akarro
2009; Blumberg and Letterie, 2002). Nevertheless, P

encil (2015) reported that older owners
reeived to be wiser and possess better credit history than young owners,
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ess to bank finance, the result show§ that
With regard to the '?Ve:f.Of ,i?yu;\afﬁ.noenn:: :cac::,s to bank finance hence the n:)n::tji::slot::;
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5. Conclusion and Recommendation
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