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Trade credit and access to finance of
retailers in Ethiopia?

Thorsten Beck Mohammad Hoseim Burak Urast

Using data on 5,500 Ethiopian retailers, we document that there islower use of trade credit in areas
with more access to bank finance. Among firms within an area, however, receiving a bank loan increases
the use of trade credit by informal firms, but has no association with trade credit of formal firms. Thisresult
suggests that relationship with banks acts as a signal of creditworthiness of informal firms which are
usually more credit constrained due to agency problems. In contrast, formal firms, registered under state
authorities, have more transparent operations preferred by formal lenders. As an additional empirical
evidence, we also find that firms with a female owner are more willing to lend trade credit but less likely

to obtain it.

Introduction

In spite of high economic growth rates document@dss many African countries over the
recent years, credit market imperfections are@titsistent in these economies resulting in limited
access to formal bank credit for many firms, esgggcsmall and micro enterprises. Trade credit
is a form of ‘in-kind’ direct method of businessidncing method, which can be popular as an
alternative to bank credit in locations with lindtdinancial sector development. From this
perspective, trade credit and bank credit can Insidered substitutes, as already highlighted by

Petersen and Rajan, 1997. On the other hand, teasean of trade credit by suppliers generates
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innovation-and-growth
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a credible signal to banks about the customersliwverthiness (Biais and Gollier, 1997), which
can make trade credit and bank credit complememtarhe individual firm-level. In this paper,
using firm-level data from Ethiopian retailers, Wy to investigate the relationship between bank
credit and trade credit in the context of a devielgrounty. The specific questions that we are
interested in are: Does usage of trade credit dsereith access to bank credit? Alternatively, are
the use of trade credit and bank credit positiasiyociated? In this paper we utilize the exogenous
variation in local access to finance and highlitjiet role of formality of firms in addressing these

policy relevant questions.

Most of the studies on trade credit are based ®@ddta available from upper middle-income
countries and focus on multinational firms. Oudstiocuses on Ethiopia, a country with a shallow
financial market. Despite its high economic growdtes over the recent years (such as 10.3% in
2013-14), the financial sector of Ethiopia remainderdeveloped and isolated from the rest of the
global economy, partly due to the official skepraiin the country towards financial liberalization
(Kiyota et al. 2007). In comparison to its neighB@nya that provides 5.2 bank branches and 9.5
ATMs per 100,000 adults, Ethiopia offers only 2r@rxhes and 0.3 ATMs (World Bank, 2013).
This limited access to finance also extends togbeibousinesses. According to the IMF (2013), in
fiscal year 2012/13, 79 percent of lending and stwent by the banking sector of Ethiopia was
allocated to the public sector. In addition, th&a2@orld Bank Enterprise Survey highlights that
access to finance in Ethiopia is a major develogateconstraint for 38 percent of small
businesses, which compares to an average of 2émidor other sub-Saharan African economies.

In order to study the link between access to bamknte and trade credit, we utilize two
rounds of firm-level surveys on the trade sectdetbiiopia in 2009 and 2011 - covering more than
5,500 retailers all over the country. We also z#iltwo nation-wide welfare-monitoring surveys
to measure the level of access to finance in differegions of Ethiopia. Our findings suggest that,
from an aggregate point of view, bank finance aiadd credit are substitutes in Ethiopia such that
in locations with lesser access to formal bankrfagathe use of trade credit is higher. At the same
time though, at the business-level, for informahiters, bank credit acts as a counterpart of trade
credit in the sense that higher bank loan exposuassociated with more access to trade credit.
For formal firms, however, having more bank loanas a significant explanatory factor of use of
trade credit. These results could imply that, ndogibank credit increases the creditworthiness of

the informal firms that have less transparent dpma and motivates their suppliers to extend
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them with trade credit. Formal firms, on the othand, are more transparent and the level of
obtaining trade credit is mainly restricted by #wailability of such source of external finance in

the location.

To the best of our knowledge, the role of infortyain understanding the association
between trade credit and bank credit has not beeviqusly studied. In developing countries,
informality is largely present, going as high aspébcent - as documented by Schneider (2012).
Informal firms feature (opaque) nontransparent afp@ns and rely on cash-based transactions
partly to hide from tax authorities and partly dtee the unavailability of bank accounts.
Transparency of the operation, on the other haralmajor element for accessing external finance,
because without transparent (formal) accountingdsteds creditors cannot determine the quality
of borrowers. In this context, Beck and Hoseinil20show that access to a bank branch can make
the operations of informal firms observable andehg help them to join the formal sector. In a
similar fashion, having a relationship with a bara act as a signal for the creditworthiness of

the firms to their suppliers as well and reduceapency problems associated with trade credit.

Trade credit contracts have been studied in thealiire from a variety of different angles.
One branch of the theoretical literature on tragelit looks into the financial decisions by firms
and considers trade credit as an alternative methdidance to substitute for bank credit. Two
general cases are considered in this line of rekeé&irst, in the presence of credit constraints,
trade credit can act as a trickle-down mechanism firms with better access to credit markets
to firms with limited access to credit markets @sén and Rajan 1997). Second, some theories
argue that even without credit constraints, tragdit may be preferable to bank credit. Fabbri and
Menichini (2010), for instance, discuss that evesugh banks have lower costs in raising funds,
suppliers can be better creditors than banks bedhey have a liquidation advantage — knowing
better the resale market value in case of defaatid-an information advantage — because of the
capacity to directly observe transactions. In tbimtext, the authors show that financially
unconstrained firms take trade credit to explat$hpplier’s liquidation advantage. In addition, if
inputs purchased on account are sufficiently ligthe reliance on trade credit does not depend on
credit rationing.

An important issue for studying trade credit asoanf of financing is its substitutability

versus complementarity with respect to bank cre@ross-country data shows a positive



correlation between trade credit and bank credial$imovic and Demirguc-Kunt, 2001) that
might mistakenly be interpreted as a complementéétween these two sources of financing.
Both bank credit and trade credit, however, arétipety correlated with institutional factors such
as rule of law and contract enforceability. Wherdhe enforcement is weak, firms cannot recover
credit repayment, be it in the form of trade creatitbank credit. But there might still be some
relative substitution happening; Fisman and Lov@®) find that firms in industries with higher
dependence on trade credit exhibit higher rategr@ivth especially in countries with relatively
weak financial institutions. Their results suggesbstitutability of trade credit and bank credit

based on the within-country variation of trade dredage across industries.

A number of firm-level studies, however, suggeshptementarity between trade credit and
bank credit based on theories of signaling. Biaid &ollier (1997) argue that the extension of
trade credit reveals favorable information to otleaders, thereby increasing their willingness to
lend. Burkart and Ellingsen (2004) provide a matek shows that bank credit and trade credit
are complements for firms whose overall debt capace constrained. By contrast, for firms with
sufficient aggregate debt capacity, trade creditsabstitute for bank credit. Giannetti et al.1(P0
find that in the U.S., firms that are offered tradedit have shorter relations with their bankk; re
more on distant lenders, borrow from a larger nurobbanks, and pay lower fees when obtaining
a bank loan. Based on this evidence they arguetréde credit can be seen as a complement to
bank credit. In this paper, we find that trade tragage is more prevalent in locations with lower
access to finance, consistent with the substitlityabiypothesis. We however also find that bank
credit acts as a complement to trade credit fasrmél firms who lack transparency and suffer
more from agency problem with their suppliers. Efiere, we jointly document interesting micro

and macro level relations — highly relevant foaficial development policy design.

Another part of the literature highlights non-ficzal factors affecting trade credit. Market
power is one of the main rationales in this reghstiause powerful traders impose their contract
terms (Fisman and Raturi, 2004; Fabbri and Klapp@t6). To control for this factor, we build
an index of market power in each enumeration aed,consistent with the theory, we observe
that in less competitive areas both supply and aeno&trade credit are more prevalent. Finally,
switching costs of customized inputs make buydtgtant to break up relationships and default
on the suppliers (Giannetti et al., 2011). By coltihg for the type of the traded product, we,

however, do not find any significant relationshgiween the nature of the traded commodity and
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giving or receiving trade credit among Ethiopiatailers, which is at odds with the evidence from
the developed world (Giannetti et al. 2011).

Data and summary statistics

The main dataset utilized in this study comes friovo rounds of firm-level surveys of the
Ethiopian trade sector in 2008-09 and 2010-11, wame Distributive and Service Trade
Enterprise Survey (DSTES). Each round of DSTES ispmesentative survey of wholesalers,
retailers, and motor vehicle sale and repair slofghiopia. We accessed the last two rounds of
these surveys, which were carried out in 15 majbam centers and 106 other towns of Ethiopia
in 2008-09 and 2010-11 by the Central Statisticath@rity. In total, the surveys are stratified to
cover 590 enumeration areas within urban Ethiopi@, 4,776 and 7,615 establishments were
surveyed in 2008-09 and 2010-11, respectively. Sirgey data provide detailed information on
ownership structure, employment, wages, input cotities, total expenses, sales, revenues,
investment, fixed assets, value of stocks, andwattqeayables and receivables of the interviewed
businesses as well as their access to formal aakde. Using this information, we construct the
firm-level variables that we describe below. Oviethkere are 913 wholesalers, 454 motor vehicle
sale and repair shops, and 5,965 retailers inaimpke that have non-missing information on bank
loans and trade credit. In order to work with a lbgenous group of businesses, we concentrate

on regressions with the sample of retailers énly.

In addition to DSTES, we also use two rounds of\Wefare Monitoring Survey (WMS)
conducted in 2004-05 and 2011-12, in order to nreathe level of access to finance in each
enumeration area of DSTES. The first round of WM$&ets 2,016 enumeration areas and 24,192
households. The second round covers 1968 enumei@tas and 28,032 households. Because
the years of WMS does not coincide with DSTES, mvpuite the demographic variables for 2008-
09 and 2010-11 by a linear interpolation.

The firm-level variables used in this study inclulilen age gender of owner, major
commodity for sale, totafixed assetsnumber ofwvorkers, and total value asales,which are all

readily available in the datasets. We measure teetit received by firms bgccount payables

5 As a robustness test, we repeat the estimatiotstilé whole sample and obtain the same qualitaéigalts with
less significant coefficients than for the samglemly retailers.
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over value of total sales, and trade credit extérmefirms byaccount receivableover value of
total sales. Using the information about the typénput suppliers, we construct the share of
exporter, importer and wholesaler, and share ofufaaturer in the input purchases of all firms.
We also construct a dummy féormality status of the firm by checking if the firm listaxt
payment as one of its expenditure items. In orden¢asure firm’s use diank credit, we divide

its outstanding bank loans by the total value tdssin the respective year. In addition, we use two
local variables to control for the retailer markgticture and access to finance in each enumeration
area. Market structure is gauged using Herfindatiéx ofmarket power ranging from 0O to 1,
where zero represents perfect competition and epeesents monopoly. Finally, to measure
access to financén a particular area, we compute the share of Hmide using small scale loans
from banks or microfinance institution in each zarseng information available from the WMS
dataset, with the assumption that a higher shal®moe$eholds with small scale loans proxies for

better access to formal bank services, includingtw sample of retailers.

Table 1 shows the summary statistics of the keyigrap variables. The total number of
firms in the sample is 5,965. Account payablesatessratio is on average 14.2% and nearly twice
the average ratio between account receivablesales, svhich is 7.8%. Bank loan to sales ratio is
4.0% on average and its usage is around 10% lasgshht of trade credit. Looking into the detailed
characteristics of the firms, the age of firms ®frgm less than one year to 60 years averaging at
5.2 years. 32% of retailers in the sample have lemaner and around 45% of them are taxpayers.
On average 54% of inputs of retailers come fromoebgp, importer, or wholesaler suppliers and
6% is from manufacturers. There is a high variatiomarket power index of retailers in different
areas of Ethiopia, with Herfindahl index rangingrfr 0.06 to 1. Finally, on average only 18% of
the Ethiopian population use bank and micro-finansgtutions for small-scale loans.

Empirical strategy and results

We first examine how bank credit usage of retaileiaffected by the index of local access

to finance. In this context, we estimate a regosspecification in the following form
LOAN;s = ag + a1 FINg + a, Xt + C; + Ss + Ve + &t (D

whereLOAN is bank loans to sales ration of a firmin regions, in yeart; FIN is the index of

access to finance in regis@and in yeat; X is a vector of control variables including femavener,
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formality, fixed assets, total sales, number of kxyges, market power index, and type of
suppliers.C, S andY are vectors of fixed effects for first commodity sale, region, and year.
Since the literature has found formality of a fias a crucial determinant of trade credit, we also
test whether the impact is different for formal amicrmal firms or not.

In the next step, we investigate the substitutiybdf trade credit and bank credit by testing
the effect of local access to finance and firm’snavge of bank loans on the use trade credit by

running the following regression equation
TCRD;s = Bo + B1FINg + BoLOAN;r + B3Xise + Ci + S5 + Y + €47y (2)

whereTCRD is trade credit demand or supply defined by actpayables to sales or account

receivables to sales ratios; and all other vargahte defined as in specification (1).

Table 2 shows that access to bank finance in argpbig area is positively and significantly
associated with higher formal bank loan usage by#&bbut not informal firms. Here, we present
the results from estimating equation (1) for theagle of all firms, including both formal and
informal enterprises. Column (1) shows that whercargsider formal and informal firms together,
the index of local access to finance is positivaatg significantly associated with the use of bank
credit of retailers. One percent increase in tleeslof households with a bank loan increases the
bank credit provided to a retailer by 0.257 peradrtheir sales. Thus, we are confident that our
index of local access to finance captures this dgaphic feature of the enumeration areas to a
large extent. Among other control variables, forstatus increases the share of bank loans to sales
ratios. Being formal increases the use of bankddan4.6 percent of sales, consistent with the
theoretical foundation that formality - by increagitransparency — could reduce the agency
problems between firms and the creditors. Havifepaale owner, however, decreases bank loans
by 2.6 percent of total sales. The coefficient$ixdd assets is positive and significant, whereas
market power and the type of the supplier (expbngorter/wholesaler) has a negative coefficient
estimate. We do not find a significant associabbage, number of workers, total sales, share of

manufacturer suppliers, and commaodities fixed ¢$f@dth the use of bank loans.

Since we have found the formality of a firm to beracial explanatory factor of bank loan
usage, in columns (2) and (3) of Table 2, we shétsample based on the formality status of the
firms. In fact, we want to examine whether the treteship of local access to finance with bank
credit differs among formal and informal firms. Gwin (2) suggest no significant relationship of
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local access to finance with bank loan usage afrmél firms. In comparison, column (3) shows
that one percent increase in local access to fenareases bank credit that are given to formal
firms by 1.28 percent of their sales value - sutiggshat higher access to formal finance is mainly

effective for formal and not on informal retailers.

Table 3 shows that while the use of trade crediivger in areas with better access to bank
finance, firms with trade credit are more likelygain access to formal bank finance. Here we
estimate equation (2). Column (1) shows that ap@mneent increase in the local access to finance
reduces trade credit demand by 2.48 percent dfdates. This result suggests the substitutability
of trade credit and bank credit in the sense #w# local access to finance motivates firms to use
more trade credit. This is consistent with the ifigdof Fisman and Love (2003) who suggest that
the use of trade credit is more prevalent wherddhweal finance is less accessible. At the same
time, we find that firms who are able to obtain smbank credit are more successful in receiving
trade credit, consistent with Giannetti et al. (B0Who argue that obtaining credit reveals
favorable information to other lenders. This firglican also be indicative of potential firm-level
factors that increases the creditworthiness fan bgtes of credit. Column (2) shows that if a firm
is able to increase its bank loan by one unitiréde credit increases by 0.06 units. Importantly,
the results do not change when we include bothsacte finance and bank loan in the same
regression as in column (3) of Table 2. Concermimgcontrol variables, column (3) of Table 3
shows that formal status increases trade crediBhyercent of sales, which is a substantial effect,
considering the fact that the average accountvabks is 14 percent. Female ownership, however,
reduces trade credit by 7 percent of sales. Ther &ty determinant of trade credit is market power
index which suggests in locations that are lesspatitive, firms are able to obtain more trade
credit consistent with market power theories ofi¢raredit (Fisman and Raturi, 2004; Fabbri and
Klapper, 2016). Moving from perfect competitiomb@nopoly increases the use of trade credit by
almost 60 percent of sales. In addition, firms nezanore trade credit if their suppliers are
importers, exporters, wholesalers, or manufactuins result can be explained by the fact that
these suppliers are normally big and have largi@areement capacity compared to small scale
suppliers. Thus, they have less default risk amdmaore willing to give trade credit to their
customers as highlighted by Fabbri and Menichifil(®. Finally, we do not find a significant

coefficient for any of the commodity fixed effects.



The results in Table 4 show that the relationshgig/een local access to finance, bank credit
usage and trade credit usage do not hold for thplgwf trade credit by retailers. Here we show
the results from estimating equation (2) with actaeceivables to sales ratio as the dependent
variable. Unlike account payables, we do not findignificant relationship of local access to
finance and firms’ use of bank loan with trade drethis can be explained with the fact that our
sample of firms are downstream in the retail segtalthey do not have many business customers,
to give trade credit to. In addition, having a &8enowner has an opposite impact on receivables
compared to payables. This suggests that eventtheomen are less successful in obtaining trade
credit than men, they are more willing to give &anedit to their customers. Age, formal status,
market power, having exporter/importer/wholesaled manufacturer suppliers increase account
receivables, similar to account payables. All @i factors can be associated with the liquidation
advantage of the firm and may motivate firms todlenore trade credit. We do not find any

significant coefficients of the commaodities fixeffieets.

Since we have found formality and female ownersiia firm to be crucial determinants of
trade credit, in Table 5, we test whether the impsdifferent for each category or not. In
particular, we separately estimate the regress®)nfar four sub-samples of firms based on
formality and the gender of the firms’ owner. Quluws (1) and (2) of Table 5 show the result of
estimating account payables for the sample of m&brand formal firms. While in the sample of
informal firms both local access to finance andkdlaan are significant, in the sample of formal
firms only the index of local access to finance ep with a significant sign. The negative
relationship of local access to finance with recwj\trade credit is more than three times larger in
the sample of formal firms. In fact, formal firmave easier access to formal finance and thus the
substitution of trade credit with bank credit iosiger for such businesses. In addition, column (1)
suggests that one unit increase in bank loans ahfanmal firm increases the trade credit it
receives by 0.103 units. This implies that obtagrisank credit can increase the creditworthiness
an informal firm to obtain trade credit, but itnst a determinant factor for formal firms’ use of
trade credit. The results in columns (3) and v that male and female retailers equally use
more trade credit in areas with lower access tmé&brbank finance, while the signaling effect
seems to be much stronger for male than femalderstaimplying that male entrepreneurs are
more than seven times as likely to get trade crddihey have bank loans than female

entrepreneurs.



The results in columns (5) and (6) show that forfireds are more likely to provide trade
credit in areas with higher access to bank loahdevinformal firms are less likely to do so. The
results in columns (7) and (8) shows that only neadgepreneurs provide lower trade credit in
areas with higher access to bank finance, whileetle no significant relationship for female
entrepreneurs. The opposing results for formal aridrmal retailer and male and female
entrepreneurs explains the insignificant result3able 4. The difference between formal and
informal retailers can be explained with the faetttformal enterprises might be able to pass their
bank credit on to their customers (trickle-dowreetj, while credit constraints and competitive
pressures from formal firms with access to bankigomight explain why informal retailers are
less likely to provide trade credit to their custm In terms of the relationship between bank
loan usage and trade credit provided to their ecasts, the only significant coefficient we find is
for male entrepreneurs for whom bank loan usagelased to more trade credit provided to their

customers.

Conclusion

Using two representative surveys of Ethiopian letsj this paper looks into the
substitutability versus complementarity of bankddr@nd trade credit as two types of financing.
Our empirical results highlight the significanteaf firms’ formality on the relationship between
bank finance and trade credit. While we documeaitabtaining bank loan is positively associated
with receiving trade credit for informal firms, va® not find a significant link for the sample of
formal firms. In fact, receiving a bank loan creagesignal for creditworthiness of the informal
firms and increases the chance of obtaining traeéitcfrom suppliers. This channel is however

weaker for formal firms potentially because theyeénenore transparent operations

Although the link between trade credit and banklitieas been studied in the literature, our
contribution is investigating this relationshiptime context of a developing country with a low
level of access to finance. Financial inclusion hasn centerpiece of policy debates in many
underdeveloped countries, but most research infidlid addresses the direct effect of credit
constraints. The channel we uncover is an indinegact of access to finance to increase
transparency. Our findings suggest that expandingn€ial inclusion by increasing the
transparency of the operation might alleviate tgenay problems of informal firms vis-a-vis
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suppliers and enable them to obtain not only foriimalnce from banks but also informal finance

in the form of trade credit.
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Table 1 — Summary statistics. The sample includes retailerEthiopia. The observations are

weighted by the sample multiplier.

observations  mean SD min Max
Account payable / sales 5,965 0.142 0.973 0 35.11
Account receivable / sales 4,423 0.0784 0.698 0 14.60
Bank loans / sales 5,965 0.0395 0.487 0 14.63
Age 5,965 5.182 5.240 0 60
Female owner 5,965 0.324 0.468 0 1
Formal 5,965 0.455 0.498 0 1
Fixed assets (log) 5,965 6.974 2.605 -0.693 18.05
Employees (log) 5,931 0.979 0.354 0 8.189
Sales value (log) 5,965 10.13 1.566 5.323 20.80
Share of input suppliers:
exporter/importer/wholesaler 5,939 0.543 0.478 0 1
manufacturer 5,939 0.0648 0.224 0 1
Market power (Herfindahl index) 5,965 0.398 0.285 0.0618 1
Share of population using bank loan 5,590 0.181 0.0986 0 0.544

Table 2 — Access to finance and trade credit and use of baak. Region, year, and first
commodity dummies are included in the regressidandard deviations are in the parenthesis.
The observations are weighted by sample multiplier.

Bank loans / Sales

Sample

Share of population using bank loan
Formal

Female owner

Age

Fixed assets (log)

Employees (log)

Sales value (log)

Market power (Herfindahl index)
Exporter/importer/wholesaler suppliers
Manufacturer suppliers

Constant
Observations
R-squared

all firms

(1)
0.257*
0.046***
-0.026*
0.001
0.019*+*
0.010
-0.005
-0.052**
-0.037**
0.017

-0.001
5,530
0.053

(0.125)
(0.015)
(0.015)
(0.001)
(0.003)
(0.020)
(0.005)
(0.026)
(0.016)
(0.032)

(0.518)

informal firms
(2
-0.066 (0.087)
-0.019*
-0.002*
0.003
-0.001
-0.003
-0.057*** (0.018)
0.044** (0.010)
0.032 (0.026)

(0.010)
(0.001)
(0.002)
(0.014)
(0.003)

0.252 (0.429)
2,917
0.059

formal firms

3)
1.285%* (0.267)
-0.035 (0.030)

0.004**  (0.002)
0.033** (0.005)

0.056 (0.038)

-0.025* (0.011)

0.007 (0.053)
-0.150*** (0.033)

-0.066 (0.056)

-0.202 (0.861)
2,613
0.104
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Table 3 —Trade credit demand and access to finance. Regidryear fixed effects are included
in all regressions. Standard deviations are inrghesis.

Accounts payables / Sales

(1) (2) 3)
Share of population using bank loan -2.484**  (0.237) -2.501**  (0.237)
Bank loans / sales 0.059** (0.025) 0.066*** (0.026)
Formal 0.187** (0.028) 0.209*** (0.026) 0.184*+* (0.028)
Female owner -0.071* (0.028) -0.046* (0.027) -0.069** (0.028)
Age 0.004* (0.002) 0.005** (0.002) 0.004* (0.002)
Fixed assets (log) -0.006 (0.005) -0.006 (0.005) -0.007 (0.005)
Employees (log) 0.292** (0.038) 0.274** (0.036) 0.292** (0.038)
Sales value (log) -0.163*** (0.010) -0.167** (0.009) -0.162** (0.0Q)
Market power (Herfindahl index) 0.595***  (0.049) 0.516** (0.047) 0.598*** (0.049)
Exporter/importer/wholesaler suppliers 0.207*** (0.030) 0.181** (0.028) 0.210*** (0.030)
Manufacturer suppliers 0.256** (0.061) 0.225*** (0.058) 0.255*** (0.061)

First major commodity for sale:

Food -0.220 (0.978)
Beverages -0.104 (0.978)
Tobacco -0.297 (0.980)
Chat Retail -0.055 (0.985)
Automotive fuel -0.019 (0.983)
Computer, software, telecommunication 0.037 (0.984)

Audio and video
Textile

-0.170 (1.019)
-0.040 (0.986)

-0.253 (0.824)
-0.112  (0.825)
-0.302 (0.826)
-0.073 (0.833)
-0.064 (0.829)
0.014 (0.831)
-0.170 (0.871)
-0.110 (0.833)

-0.215 (0.977)
-0.101 7.9
-0.307 (0.979)
-0.054.9%8)
-0601(0.982)
0.043 (0.984)
-3.16(1.019)
-0.036 (0.985)

Hardware; paints; and glass -0.195 (0.985) -0.21383Q) -0.191 (0.984)
Carpets; Rugs; wall; and floor coverings -0.072 043) -0.084 (0.892) -0.069 (1.043)
household appliances; furniture; lighting -0.304€.900) -0.317 (0.838) -0.301 (0.989)
Books; newspapers; and stationery 0.009 (0.989) 053). (0.836) 0.014 (0.988)
Music and video recordings -0.326 (1.078) -0.306.920) -0.320 (1.077)
Clothing; footwear; and leather articles -0.138 979) -0.189 (0.825) -0.133 (0.978)
medical goods; cosmetic and toilet article -0.0290.978) -0.122 (0.824) -0.020 (0.978)
Others not included in the above two -0.230 (0.984) -0.275 (0.831) -0.226 (0.983)
Second hand goods -0.201 (1.051) -0.214 (0.907) 1960. (1.051)
Other Retalil -0.288 (0.980) -0.368 (0.826) -0.316.979)
Constant 2.288* (0.987) 1.663** (0.832) 2.288** (0.986)
Observations 5,530 5,905 5,530

R-squared 0.140 0.121 0.141
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Table 4 —Trade credit supply and access to finance. Regmohyear fixed effects are included in
all regressions. Standard deviations are in paesigh

Accounts receivables / Sales

Share of population using bank loan
Bank loans / sales

Formal

Female owner

Age

Fixed assets (log)

Employees (log)

Sales value (log)

Market power (Herfindahl index)
Exporter/importer/wholesaler suppliers
Manufacturer suppliers

First major commodity for sale:

Food

Beverages

Tobacco

Chat Retail

Automotive fuel

Computer, software, telecommunication
Audio and video

Textile

Hardware; paints; and glass

Carpets; Rugs; wall; and floor coverings
household appliances; furniture; lighting
Books; newspapers; and stationery
Music and video recordings

Sporting equipment, Games and toys
Clothing; footwear; and leather articles
medical goods; cosmetic and toilet article
Others not included in the above two
Other Retail

Constant
Observations
R-squared

(1) (2)
-0.023 (0.199)

0.019 (0.019)
0.135%* (0.024)  0.132%* (0.022)
0.057* (0.024)  0.057* (0.023)
0.009%* (0.002)  0.009** (0.002)
0.005 (0.004) 0.005 (0.004)
0.040 (0.033) 0.036 (0.031)
-0.087** (0.008) -0.085** (0.008)
0.199%* (0.045)  0.196%* (0.042)
0.086** (0.026)  0.080%** (0.024)
0.293** (0.054)  0.279** (0.051)
-0.153  (0.379) -0.146 (0.366)
0.296 (0.380) 0.288 (0.368)
-0.190 (0.383) -0.176 (0.370)
-0.074 (0.392) -0.070 (0.379)
0.024 (0.391) 0.024 (0.376)
-0.129 (0)393 -0.124 (0.380)

-0.005 (0.437)
-0.138  (0.394)
-0.103 (0.395)
-0.054 480)
-0.07%.403)
-0.015 (0.397)
-0.091 (0.534)
0.005 (0.831)
-0.078 3€1)
-0.170.380)
-0.160 (0.392)
-0.173  (0.382)

0.530 (0.391)
4,095
0.096

-0.003 (0.422)
-0.134 (0.381)
-0.09%.38(L)
-0.046 (0.456)
-0.070 (0.389)
0170 (0.383)
-0.083.516)
0120 (0.732)
-0.070 (0.368)
-0.172  (0.367)
-0.157 (0.379)
-0.183 (0.370)

0.510 (0.375)
4,392
0.094

-0.025

0.135***
0.057**
0.009***

-0.087***
0.200***
0.086***
0.292*+*

3)
(0.199)
(0.020)
(0.024)
(0.024)
(0.002)
0.005 (0.004)
0.039 (0.033)
(0.08)
(0.045)
(0.026)
(0.054)

0.019

-0.153  (0.379)
0.296 (0.380)
-0.190 (0.383)
-0.075.392)
0.023.301)
-0.128 (0.393)
-@.00(0.437)
-0.138  (0.394)
-0.103 (0.395)
-0.054 (0.481)
-0.075 (0.403)
-0.015 (0.397)
-0.089 (0.534)
0.005 (0.831)
-0.077 (0.381)
-0.177 (0.380)
-0.160 (0.392)
-0.186.383)

0.533 (0.391)
4,095
0.096
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Table 5- Sample split for trade credit.

parenthesis.

Region and yeaedi effects are included in all regressions. Stahdieviations are in

Share of population using bank loan
Bank loans / sales

Formal

Female owner

Age

Fixed assets (log)

Employees (log)

Sales value (log)

Market power (Herfindahl index)
Exporter/importer/wholesaler suppliers
Manufacturer suppliers

Constant

Observations
R-squared

informal
1)
-1.179%*
(0.111)
0.103***
(0.024)

-0.016
(0.013)
0.001
(0.001)
0.001
(0.002)
0.035*
(0.018)
-0.061**
(0.004)
0.227%%
(0.023)
0.113%+
(0.013)
0.082%*
(0.033)
0.967*
(0.550)
2,917
0.239

Accounts payables/sales

formal
()
-3.721%*
(0.524)
0.047
(0.038)

-0.083
(0.058)
0.009**
(0.004)
-0.012
(0.011)
0.578%+*
(0.075)
-0.310%
(0.021)
0.995%**
(0.103)
0.224%+
(0.064)
0.531 %+
(0.109)
4.603**
(1.681)
2,613
0.200

male
3
-2.446%**
(0.276)
0.057**
(0.025)
0.154**=*
(0.031)

0.002
(0.003)
-0.009
(0.006)

0.449%+
(0.042)

-0.128%+
(0.011)

0.543%+*
(0.060)

0.183%**
(0.034)

0.295%+*
(0.065)
1.459%+
(0.530)
3,644
0.171

female
(4)
-2.183***
(0.451)
0.379**=
(0.134)
0.365***
(0.056)

0.012**
(0.005)
-0.013
(0.011)

-0.055
(0.076)

-0.251 %
(0.019)

0.573%+
(0.087)

0.250%+*
(0.058)
0.098
(0.140)
2.383
(2.701)
1,886
0.205

informal
)
-0.284***
(0.064)
-0.024*
(0.013)

-0.040%+
(0.008)
0.001**
(0.001)
0.005%**
(0.001)
0.031%**
(0.010)
-0.016**
(0.003)
-0.017
(0.015)
0.041 %+
(0.008)
0.129%%*
(0.018)
0.123
(0.272)
2,185
0.149

Accounts receivables/sales

formal
(6)
1.039**
(0.424)
-0.001
(0.031)

0.253%**
(0.050)
0.019%**

(0.004)
-0.001
(0.009)
0.121*
(0.066)
- 0.204%+
(0.019)
0.492%**
(0.093)
0.052
(0.055)
0.396%**
(0.103)
0.882
(0.704)
1,910
0.191

male
(7)
-0.090*
063)
0.@>=*
003
-0.028***
(0.006)

0.00%*

0@1)
0.007*+
0@)
m32*~k~k
0(®)

-0.017%**

002)
-0.010

OLcE)
0.028*+*
oQr)
Q082+
0L®)
0.083
104)
2,719
0.123

nfale
®)

-0.219
(0.579)

-0.058
(0.165)
0.638***
(0.071)

0.022%+
(0.007)
-0.003
(0.013)
0.106
(0.097)
-0.268%+
(0.024)
0.154
(0.117)
0.199%+
(0.074)
0.741%%
(0.190)
089
(1.319)
1,376
0.221

16



