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Abstract: Considering the globalized nature of international financial markets and the important
role of innovative entrepreneurial endeavors for employment and economic development, this
paper analyzes the global supply and demand of entrepreneurial finance, in the form of individuals’
savings and borrowings for entrepreneurial ventures in the global economy. To this end, a theoretical
treatment of the potential global entrepreneurial finance market (GEFM) dynamics, in response
to governments and private sector financial transfers, is first provided. This is followed by the
econometric modeling of such dynamics based on intertemporal random utility maximization, using
pooled data from the 2014 and 2017 global financial inclusion surveys. The findings reveal, contrary
to theoretical predictions, that private sector financial injections (i.e., electronic wage payments),
exert an adverse effect on the GEFM; meanwhile, in accordance with theoretical predictions, public
sector financial injections (i.e., electronic welfare payments), do positively influence the growth of the
GEFM. In addition, compared to their male counterparts, females are found to be 7% more likely to
own a formal account, and are 23.4% more likely to save for farming or business entrepreneurship,
while also being 18.8% more likely to borrow for entrepreneurial ventures, therefore suggesting a
relatively greater growth potential from female entrepreneurship in the global economy.

Keywords: behavioral economics; discrete choice model; entrepreneurship; entrepreneurial finance;
financial inclusion; small business finance

1. Introduction

Technological development and the resulting rise of social media has been reshaping
the entrepreneurial finance market landscape with new players, financial intermediaries,
and a variety of emerging market segments [1,2]. Thus far however, the entrepreneurial
finance literature has adopted a mostly business perspective, focusing microscopically on
the individual sources of financing from which entrepreneurs can draw their needed funds
for start-ups and growth [3-5].

Although, at the microlevel, each entrepreneurial finance market segment does present
its own particularity [6], a macroscopic view of the overall dynamics between supply and
demand in all these market segments reveal fundamentally and qualitatively similar
characteristics. Irrespective of funding cycle conceptualization, entrepreneurs looking to
raise seed finances for their ventures always have to turn to sources with excess funds [7].
From the perspective of the global economy, all the various sources of funds together make
up the global supply of entrepreneurial finance, while all those seeking such funds for their
entrepreneurial ventures make up the global demand for entrepreneurial finance.

While the business perspective has allowed researchers to address key micro-economic
questions, it has left important unanswered macro-economic ones of great relevance to en-
trepreneurial finance market stakeholders. Among those key questions are entrepreneurial
finance markets’ responses to public sector welfare programs, and private sector electronic
wage transfer policies, which remain largely unaddressed in the literature. Therefore, the
present study contributes to the existing body of knowledge by adopting a rather aggre-
gated perspective to address the topic of entrepreneurial finance market dynamics, at the
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global scale. Indeed, considering the importance of innovative entrepreneurial firms for
both economic development and employment in any economic system [8], this paper ana-
lyzes the global supply and demand of entrepreneurial finance, focusing on the impacts of
financial injections from public and private sector enterprises on its equilibrium properties.

To achieve the above research objective, the paper assumes that the global economy
“endogenizes” all value, creating economic processes through the flow of resources. One of
the earlier accounts of this flow is captured by the “saving-investment spending identity”,
which stipulates the equality between savings and investment spending in an autarkic
state of a national economy [9,10]. Given the increased digitalization of payments and
cross-country flow of financial resources from international trade and globalization [11,12],
this identity might no longer reasonably hold at the national level [13] but could still
be of value at the global economy level. That is, “in the global economy, the saving-
investment spending identity holds reasonably”, such that global savings always equals
global investment capacity.

Under such a view of globalized finance, we can define a global loanable funds market,
which describes the economic behaviors of all potential savers and all potential borrowers
(investors) in the global economy. Focusing specifically on small business development
(entrepreneurship), we can define “the global loanable funds market for small business
development”, which from here on, we refer to as the “Global Entrepreneurial Finance
Market (GEEM)”.

The GEFM is assumed here to portray the economic behavior (dynamic interactions)
of all potential savers and borrowers for entrepreneurial ventures in the global economy. In
this sense, “the global demand for entrepreneurial funds (GEFD)” is driven by all those
borrowing for entrepreneurial ventures, while “the global supply of entrepreneurial funds
(GEFS)” is driven by all those saving for entrepreneurial ventures. The equilibrium of the
GEFS and GEFD defines the cost of entrepreneurial funds in the GEFM.

Financial intermediaries, such as banks and other financial institutions, play an ar-
bitrage role in this global dynamic. This role can be either exogenous, or endogenous
to the GEFM, depending on the relative market power of the three economic actors
(savers/suppliers, borrowers/demanders, and financial intermediaries). If financial inter-
mediaries have relatively more power, then their arbitrage role will be exogenous to the
GEFM. This means that those saving and those borrowing for entrepreneurial ventures
will be taking their funds’ rate as exogenously set and adjust their optimization behaviors
accordingly. This would be the case for a perfectly competitive GEFM, where there are
so many potential savers for entrepreneurial ventures, and so many potential borrowers
for entrepreneurial ventures. On the other hand, if the GEFM is imperfectly competitive,
then financial intermediaries will have relatively less market power, in which case their
arbitrage role will be endogenous. This implies that globally, those saving and those bor-
rowing for entrepreneurial ventures will be influencing the entrepreneurial funds rate (cost)
endogenously through their optimization behaviors.

In addition to financial intermediaries, existing public (government) and private en-
terprises are two key stakeholders of the global economy, with potential influences on
the GEFM. They may stimulate the supply and/or demand for entrepreneurial funds
in the global economy through their own financial management practices. For exam-
ple, by increasing (decreasing) their flow of financial transfers to citizens in the global
economy, public and private sector enterprises might shift (increase or decrease) the in-
come available to citizens, and thereby affect their saving and borrowing behaviors for
entrepreneurial ventures.

Globally, entrepreneurial intentions, in terms of willingness to save and willingness to
borrow for entrepreneurial ventures, may also be affected by national economic conditions,
in terms of employment opportunities [14], entrepreneurial ability / efficiency (as potentially
mediated by formal education) [15], prevailing wealth level [16], and individual age [17].
Therefore, in what follows, the above relational propositions are empirically tested by
analyzing the economic behaviors of suppliers (savers) and demanders (borrowers) of
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entrepreneurial funds in the global economy. More specifically, we investigate the relative
influence of financial transfers from public and private sector enterprises on the behavioral
dynamics of global entrepreneurial funds suppliers and demanders.

The following structure is therefore adopted for the rest of this paper: Section 2
develops a succinct review of the stream of entrepreneurial finance literature built around
the various fundraising instruments; Section 3 presents the materials and methods, by first
providing a theoretical analysis of the dynamics within the global entrepreneurial finance
market (GEFM), followed by the presentation of a Random utility based econometric
formulation of economic agents’ behavioral optimization within the GEFM, and then
by a description of the data and variables used in the analysis; Section 4 presents the
results, which are then discussed in Section 5, along with the limitations and directions for
further research.

2. Literature Review

Following the various fundraising instruments available in the global entrepreneurial
finance market, scholars have developed largely separate streams of literature in business
angel financing [18-20], venture capital financing [21,22], bank financing [23,24], private
equity financing [25,26], lease financing [27,28], supplier financing [29,30] and more recently,
crowdfunding [31,32] and initial coin offerings [33-35].

For example, Ref. [18] identify the main contents and outcomes of business angels
through backward and forward citations analysis, thereby depicting the current knowledge
base underpinning business angels, and its impact on other research fields. Also addressing
the changing nature of angel investing, Ref. [19] report an increasing tendency of angel
investors to subscribe to organized and managed angel groups, alongside other angels,
rather than investing individually. Building on this networked view of angel investment
to analyze the likelihood that a company receives investments from a business angel
group based on its position in the network of relationships arising from past investments,
Ref. [20] reveal the importance of experience and geographical proximity in influencing
this relationship between angel investors and fund-seeking companies.

Furthermore, analyzing 372 investment rounds related to 256 Italian-based new ven-
tures, with the aim of assessing how angel groups and venture capital (VC) funds affect
digital new ventures’ growth during startup and scale up, Ref. [21] reports a positive
growth effect of VC funds, with an inverted U-shaped relationship between funding receipt
and growth, reaching in-sample optimality at $300,000. However, their findings revealed
no growth effects at neither startup nor scale up phases from angel groups’ financing. More-
over, looking into VC’s role in financing Innovation, Ref. [22] argues despite the optimism
reported by many practitioners and academics, that VC financing also has noteworthy limi-
tations in its ability to substantially ignite technological change. According to the authors,
this is because of three emerging features that adversely impact the rate and direction of
VC-driven innovation in the broader economy. These are: (i) the recent years’ relaxation of
the prior intense corporate governance emphasis of VC firms, (ii) the somewhat limited
number of VC investors holding and shaping the direction of radical technological change,
and finally (iii) the narrow spectrum of technology innovations fitting the requirements of
institutional VC investors.

Focusing instead on bank financing using a sample of 1973 Australian SMEs, Ref. [23]
highlights a limited overlap between the factors driving Australian SMEs’ bank finance
seeking and those influencing banks’ credit rationing decisions. Their findings revealed that
agricultural SMEs with growth intensions and clear business plans are more likely to seek
bank financing compared to their counterparts that are export oriented, with incremental
product innovation strategy and of male CEOs. In addition, embracing a credit ratings’
perspective to investigate the relationship between bank financing and corporate S&P
credit ratings, Ref. [24] report a significant penalty from a higher mix of bank debt for firms
with top quality credit, and therefore recommend that managers of such firm types have
more recourse to public debt instead.
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Furthermore, in an attempt to formulate an agenda for future research, Ref. [25]
surveyed the growing literature on VC and private equity (PE) financings and reported, among
other hot topics and fertile avenues for prospective investigations, (i) the causal link between VC
and PE financing and firms performances (e.g., growth or innovation), (ii) internationalization,
and (iii) the process through which investors and entrepreneurs select and match with
each other.

On the subject of lease financing, relying on the Nigerian leasing industry (charac-
terized by recent years’ increased assets demand, with rising domestic purchase costs,
coupled with a shortage of foreign exchange), Ref. [28] reports funding to be a major chal-
lenge with banks as market participants, providing much of the finance to other non-bank
lessors, which account for about 80% of lease transactions to mostly micro-, small-, and
medium-size enterprises. Regarding supplier financing from the perspective of differential
access to financial markets and internal financing, Ref. [29] using a sample of Spanish SMEs
between 1998 and 2014, show its positive relationship with firm value. Indeed, supporting
the financing motive for trade credit use, their findings revealed that firms with lower
financial cost and better availability of financial resources place less emphasis on supplier
financing. Corroborating further, this latter report is the theoretical treatment provided
by [30], which analyzed the supplier’s optimal decision, given the retailer’s initial capital
level and payment immediacy, comparing combined credit financing (CCF) and trade
credit financing (TCF). Their findings revealed that, for low retailer’s initial capital level, or
significant retailer’s capital constraint, the supplier is better off choosing TCF; otherwise
CCF is more optimal. In either case, cooperation is reported to be more profitable for
the supplier.

With regards to crowdfunding intentions within the context of developing economies,
Ref. [31] provides ex ante evidence from Bangladesh, using a structured questionnaire data
from 252 respondents and ordered probit regression. Their findings revealed respondent
age and location (domestic vs. abroad) positively influenced the intention to contribute,
while education level exerted an adverse influence. In addition, linking the campaign
idea with positive media coverage of crowdfunding was reported to significantly raise
contribution intentions. Moreover, analyzing crowdfunding through the lenses of civism,
using a fuzzy set qualitative comparative analysis, based on a sample of 40 successful civic
crowdfunding rounds by a local government in Italy, Ref. [32] report the nature of the
projects to be financed, and the presence of rewards to be the most critical driving factors
of civic crowdfunding campaigns.

Furthermore, approaching crowdfunding and initial coin offerings (ICOs) as democ-
ratized entrepreneurial finance processes, Ref. [33] argue the commonality of many of
their features, and suggest the optimality of their future combinations in circumventing
individual inefficiencies and shortcomings. Similarly, relying on a sample of more than
1500 ICOs that collectively raised $12.9 billion, Ref. [34] report successful real outcomes to
be associated with disclosure, credible commitment to the project, and quality signals. In
addition, ICO token exchange listings further increased future employment, and are thus
seen to have real consequences for companies. Finally, providing a comprehensive review
of the global development of ICOs and their regulation, Ref. [35] shows that despite its
relatively short history, the ICO market has observed sizeable changes. The dimensions
of these changes include the large number and geographic spread of ICOs, the amounts
of raised funds, and their regulatory frameworks. As a result, the authors recommended
that prospective studies of ICO funding differentiate the supply and demand sides, while
taking geography, regulation, and a global perspective into account.

It is therefore against the background provided by the above reviewed literature that
the present research analyzes the global supply and demand of entrepreneurial finance,
focusing on the influences from public and private sectors’ financial injections on its equi-
librium properties. Hence, the next section now describes the materials and methods used.
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3. Materials and Methods
3.1. Theoretical Analysis of the Global Entrepreneurial Finance Market Dynamics

Consistent with the model presented in [12], the presence of two periods of lived
economic agents is assumed in the global economy (t and t + 1), with corresponding
disposable incomes (Ytd and Yfl+1), and consumptions (C; and C;y1). Each economic agent
is further given the freedom to borrow or save in the global entrepreneurial finance market,
at a funds rate (r = CEF), hence the following definition of the savings function is derived:

S =Y —C

As graphically depicted in Figure 1 below, S; can be either positive, negative, or null,
depending on the tangency point between the intertemporal budget constraints (IBC) and
the highest achievable indifference curve, with:

Crs1 Cev1 Cev1
? 1 No Savings, Nor Borrowings: Sy = 0 1 1BC /
‘-"‘I & Indifference
Curves
Cisa
Indifference "
¥4 Curves Civa ¥4, ¥
o Indifference
IBC Curves Cla
4 IBC =
5o | 45° \
‘ — 4= I
)
[ a ] o
G|y Ce v G ¥ [ G Ce
| N
Savings: 5:>0 ¢ Borrowings: 5; <0
@) (b) ()

Figure 1. The optimality conditions for consuming, saving, and borrowing in the global economy.
Note: In the above graphical representation, the point of tengency between the inter-temporal budget
constraint (IBC), and the highest acheivable indifference curve, defines each individual’s optimal first
period consumption level, along with the expected second period consumption level, and status as
net saver (a), or net borrower (c), or neither (b) in the global entrepreneurial finance market.

St > 0 When an individual has net savings in the GEFM;

St < 0 When an individual has net borrowings in the GEFM (dis-savings);

St = 0 When an individual is neither a net saver nor borrower in the GEFM.

In this framework, the global entrepreneurial funds supply as depicted in Figure 2
below, is the sum of all the savings that individual economic agents undertake for en-
trepreneurial ventures in the global economy (GEFS). Similarly, the global entrepreneurial
funds demand is the sum of all the borrowings that individuals undertake for entrepreneurial
ventures in the global economy (GEFD). The global entrepreneurial finance market (GEFM)
represents, therefore, the behavioral dynamics of all potential savers and borrowers with
entrepreneurial intent in the global economy.

3.1.1. The Global Entrepreneurial Finance Market (GEFM)

The GEFM, as graphically depicted in Figure 2, shows a hypothetical demand curve
that highlights the willingness to borrow money to fund entrepreneurial ventures (or the
global entrepreneurial funds demand-GEFD) but also shows a hypothetical supply curve,
which highlights the willingness to save money for entrepreneurial ventures (or the global
entrepreneurial funds supply—GEFS). With similar features as other markets, the GEFD
is a decreasing function of the cost of entrepreneurial funds (or CEF), while the GEFS is
an increasing function of this latter. In other words, as the cost of entrepreneurial funds
increases (decreases), the willingness to borrow for entrepreneurial ventures decreases
(increases), while the willingness to save for entrepreneurial ventures increases (decreases).
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Cost of
Entrepreneurial
Funds

3

Equilibrium

[l = S —— R

. GEFS

—— GEFD

Qr

Quantity Traded of
Entrepreneurial Funds

Figure 2. Global Entrepreneurial Finance Market (GEFM).

3.1.2. Public Sector and Private Sector Financial Injections and the GEFM

All things equal, at a constant cost of borrowing, that is, if the arbitrage role of financial
intermediaries is exogenous as depicted in Figure 3, increased financial injections from
public (government) and private sector enterprises, shifts the GEFS curve upward to GEFS!
due to increased propensity to save at all income levels. In the short run, this puts a
downward pressure on the cost of entrepreneurial funds, which decreases from CEF;] to
CEF;, due to excess funds supply. As financial intermediaries mediate increased borrowing
for entrepreneurial ventures, to maintain the constancy/stability of the CEF, the GEFD
shifts progressively up until equilibrium cost is reestablished at CEF;. The net-effects of
public and private sector financial injections under exogenous intermediations are increased
quantity traded of entrepreneurial funds in the global economy, in both the short-(SR AQ7)
and long-(LR AQ7) run, at a stable/constant real interest rate (CEF; = CEF}).

Cost of
Entrepreneurial
Funds

1

CEF; = CEFy |+
} SR ACEF*

CEF; | \ ,,,,,,,,,

/ GEFS!

GEFD'

~ GEFD

Qr,

S —|

\

Quantity Traded of

Qr, Qr,
! Entrepreneurial Funds

v

LR AQ;

Figure 3. GEFM dynamics under public and private sectors financial injection, with exogenous

financial intermediation.
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Under the endogenous financial intermediation scenario, however, the CEF is greatly
determined within the GEFM. As such, financial injections from public and private sector
enterprises increase the GEFS by shifting it to the right to GEFS!, thereby reducing the
equilibrium CEF in the short term, while increasing the quantity traded of entrepreneurial
funds. How much the now cheaper CEF is able to attract entrepreneurial funds borrowing
depends on the sensitivity (elasticity) of the GEFD. If borrowers are less responsive as in
the left panel of Figure 4, then both the short run (SR) and long run (LR) net-effects on the
GEFM of public and private sectors financial injections will be a greater reduction of the
equilibrium CEF (ACEF;; > ACEF;) and a lesser increase in the equilibrium quantity of
traded entrepreneurial funds (AQ7, < AQf,) in the global economy. However, if borrowers
are more responsive as in the right panel of Figure 4, then both the short run (SR) and
long run (LR) net-effects on the GEFM of public and private sector financial injections
will have a relatively lesser reduction in the equilibrium CEF (ACEF} < ACEF;), with
a relatively higher increase in the equilibrium quantity of traded entrepreneurial funds

(AQ7, > AQT,).

Cost of
Entrepreneuria

Cost of

Entrepreneurial

Funds Funds
4 4
\»
GEFS . GEFs
U
e GEFS CEFS’
g
te (CEE | : - E. CEF;, |-
E*CEF B S 7 R GEFD}
v & Lo, |- o ‘ '
CEF;, ; E, ————  GEFD,
GEFD},
" GEFD,
Qr,, 0, 0r, Quantity Traded 0, Qr, O, Quantity Traded
;
SR AQj, SR AG;
(B —
LR AQz, LR AQr,

Figure 4. GEFM dynamics under public and private sectors financial injection, with endogenous

financial intermediation.

In the above theoretical discussions, the exogenous scenario is a mere special case of
the endogenous financial intermediation, which relies on the assumption of a perfectly com-
petitive GEFM. Relaxing this hypothesis (due to potential market frictions) “endogenizes”
the financial intermediation process, allowing us to describe the dynamics of an imperfectly
competitive GEFM. In all instances of financial intermediations, whether exogenous or
endogenous, the initial market equilibrium prior to financial injections is at E;, following
the financial injections and the resulting increase in GEFS, the short run equilibrium moves
to E,. Following the responsiveness of global demand for the now cheaper entrepreneurial
funds and the resulting upward shift of the GEFD, the long-run market equilibrium ends up
at E3. Building on [36], who established wellbeing as a core aspect of entrepreneurial fund
supply and demand interaction, and on [37], who linked financial inclusion with wellbeing,
the above theoretical developments are empirically tested using a Random Utility theoretic
formulation of economic agents” behavioral optimization in the global entrepreneurial
finance market.
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3.2. Random Ultility Based Model of Individuals’ Behavioral Optimizations in the GEFM

Econometrically, financial intermediation is “endogenized” within the context of
Random Utility Maximization by assuming that each economic agent in the process of
choosing to save or borrow for an entrepreneurial venture, jointly decides whether to hold
a formal account with a financial intermediary. Assuming the choice of account ownership
to be under the control of the economic agent allows us to characterize econometrically the
GEFM using a system of three potentially nonlinear equations. The first equation describes
the choice process of the representative economic agent to hold an account with a financial
intermediary in the global economy. The second equation characterizes the choice process
of the representative agent to save for an entrepreneurial venture, while the third and final
equation characterizes her choice process to borrow for an entrepreneurial venture.

Jointly estimating these three equations allows for their error terms to correlate in an
endogeneity switching regression framework [38], thereby statistically controlling for the
formerly described endogeneity of financial intermediation. As previously implemented
in [39], this framework is appropriate for discrete choice modelling in the presence of an
endogenous binary regressor, as is the case here. The special case of exogenous financial
intermediation is obtained by assuming account access to be outside of the economic agent’s
control, and therefore treated as an exogenous explanatory factor in the two processes
of saving and borrowing for entrepreneurial ventures. Therefore, using Random Utility
maximization, we explicitly define the following additive utility representations:

{ UZZVA-FSA

U*Z:VZ+ SZ
{ US = Vg + €5 )
*
U§:V§+£§
{ Ug =Vp+ep
U%:V§+£E

where:

A: characterizes an individual’s choice to “own an account with a financial intermedi-
ary”, while A is its corresponding complementary event;

S: characterizes the binary choice to “save for an entrepreneurial venture”, while S is
its corresponding complement;

B: characterizes the binary choice to “borrow for an entrepreneurial venture”, while B
is its corresponding complement.

In the above formulation V4, V7, Vs, Vg, Vp, and Vg capture the deterministic
components of the utility functions, while € 4, €7, €s, €g, €p, and e represent the random
parts of utility. Since utility is a latent in nature, only the indicators of each economic agent’s
choice of account ownership, entrepreneurial saving, and entrepreneurial borrowing are

observable as: . " "
Dl:{A lf UA_UZ>O

A otherwise

S if Ui-Uf >0
D,=¢{ = s °s 2
2 { S Otherwise @

Ds = E if UE—U%>'O
B Otherwise
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Furthermore, as individual binary processes, each decision context can be character-
ized with success (1) or failure (0), resulting in Equation (2) being equivalently stated as:

D, = 1 if (S U*Z '> 0
0 otherwise
1 if Ug—-U: >0
= S
D2 { 0 Otherwise @)
Dy = 1 if Up-— U*E > 0
0 Otherwise

In this formulation, the marginal probabilities of an individual’s decision to own a
formal account, save, or borrow for entrepreneurial purposes are:

P[D; =1] =P|U% - U% >0
P[D, =1] =P| U —U% >0 (4)
P[D; = 1] = P|U} — U} > 0

Focusing initially on the equation describing the decision to own a formal account,
we get:

P[Uj — U5 > 0] = P[(Va+ea) = (Vi +ez) > 0]
=Pl(ea —ez) > (Va—Va)] ©)
=P[(ez—ea) < =(Vz—Va)]

In a similar fashion, the marginal probabilities of the decisions to save or borrow for
entrepreneurial purposes are obtained as:

P[U; — Ui > 0] = P[(e5—es) < — (V5 — Vs)] ©)

P[U; —Uj > 0] = P[(e5— e8) < —(Vg— Va)] )
For notational simplicity we express:

VZ_VA = \ZA and&z—eA = EA
Vg—VS = VS and €g — &5 = ES (8)
VE_VB = VB andgg—sgz EB

Such that the marginal probabilities in Equations (5)-(7) become:

-V,

P[Dy = 1] = P[4 < —Va] = /700 £(z4) dEa )
P[D, = 1] = P[Es < —Vs] = /_ :S £(2s)dEs (10)
P[Ds = 1] = P[E5 < —Vs] = /:73 £(25)dep (11)

Hence, to test the endogenous financial intermediation hypothesis, the implicit in-
dependence hypothesis in the above expressions are relaxed, resulting in the following
joint probability density of formal account ownership, entrepreneurial saving, and en-
trepreneurial borrowing:

Va Vs
PDi=1,Dy=1 Ds=1] = / / / f(Ea,%s,Tp) dEp dEsdis  (12)
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where f(€4,€s,€p) represents the joint multivariate (trivariate) probability density. The
trivariate logistic model (TLM) is obtained when this density is assumed to follow the
multivariate extreme value distribution, with f(€4,€s,€p) = A(€4,€s,€p). Conversely,
the trivariate probit model (TPM) is obtained, and this density is assumed to follow a
multivariate normal distribution, with f(€4,€s,€p) = ®(€4,€s, €p). For both specifications
of the model, the corresponding variance—covariance matrix of the joint density function in

Equation (12) is:
0aa 0as 0Oap
Y = Oss  Osp (13)
053

where 044, 055, and Opp represent the variances of the account ownership process, the
process of saving for entrepreneurial purposes, and the process of borrowing for en-
trepreneurial purposes respectively; 045, 045, Osp represent the respective covariance
between account ownership and saving for entrepreneurial purposes, between account own-
ership and borrowing for entrepreneurial purposes, and between saving and borrowing for
entrepreneurial purposes. We follow the usual identification restrictions of setting the vari-
ance parameters in the diagonal to unitary and estimate the covariance parameters 6 45, © 4,
0sp along with the unknown i parameters as shown in Equations (14)—(16) below. In the
above Random Utility Model, the deterministic parts of utility are formally expressed:

V4 = Big + B11GovTransf12m + 1, WagPaiRec12m + 3;3EmerFundAces
+p14DebCard + 15CredCard + pqgInterntBasdPaymt (14)
+B17UtBillsPaid12m + Bgfemale + PBigage + Pqpeduc
+B1p1icomeq + By1p year + Bqq3 country

Vs = By + P21GovTransf12m + 3, WagPaiRec12m + 3,3EmerFundAces
+B,4DebCard + B,5CredCard + By¢InterntBasdPaymt (15)
+Bo7UtBillsPaid12m + Bygfemale + Bogage + Boipeduc
+Baricomeq + Po1p year + Po13 country

Vg = B3¢ + B31GovTIransf12m + 3, WagPaiRec12m + 333EmerFundAces
+B34DebCard + B35CredCard + Bz¢InterntBasdPaymt
+B37UtBillsPaid12m + 33gfemale + 339age + P31peduc (16)
+B311icomeq + B3qp year + Bai3 country
+B314LoanFinInstHomAptLand

With the coefficients f3;; representing the conditional effects of the explanatory fac-
tors on the joint likelihood of formal account ownership, saving, and borrowing for en-
trepreneurial purposes, in the global economy. Of primary interest, the impacts of public
sector financial injections on the global processes of formal account ownership, saving
and borrowing for entrepreneurial ventures are captured by (311, B,1, and 37, respectively.
Similarly, the impacts of private sector financial injections on these three global processes
are captured by 315, 2o, and B3,, respectively.

Furthermore, the potential heterogeneity due to cross-country differences in financial
sector infrastructural readiness are captured by the country fixed effects 3113, 3713, and 313,
respectively. Econometrically, this practice allows all explicitly included explanatory factors
to reflect their true (unbiased) influences on the three interdependent processes of formal
account ownership, saving, and borrowing for entrepreneurial ventures in this analysis.

Estimation of the model is achieved using the R statistical package, version 3.6.3 by
the R core team [40]. More specifically, the trivariate probit estimator presented in [41] and
provided through the R library “GJRM” for the joint conditional distribution, and the “mfx”
library [42] used for the marginal effects.

Finally, the explanatory factor “LoanFinInstHomAptLand” is introduced as an ex-
clusion restriction in Equation (16), which characterizes the process of entrepreneurial
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borrowing to improve the mixing properties of the trust-region iteration algorithm. In
addition to its technical value, doing so is equivalent to assuming that the willingness
and ability of an economic agent to borrow for entrepreneurial purposes in the global
economy, depends on whether that individual has an ongoing mortgage loan with a
financial institution.

3.3. The Description of the Data and Variables

The data is pooled from the 2014 and 2017 cross-sections of the Global Financial
Inclusion survey, conducted by the World Bank on a triennial basis. Each cross-section of
the survey is carried out in over 140 languages, covering about 1000 participants in each of
nearly 160 economies, using random sampling for national representativeness. The survey
is conducted face to face in nations with below 80% telephone penetration and targets the
civilian population 15 years and above.

Stage one of any face-to-face survey consists of randomly selecting stratified primary
sampling units, which are clustered for multi-stage sampling. Participants are then selected
according to proportional probability rules, or simple random sampling. In cases of
telephone interviewing, random digit dialing is applied using a list of phone numbers,
representative of the national population. Finally, data weighting is applied to ensure
national representativeness of each sample in each wave.

The raw sample of the 2014 wave had 146,688 respondents, while the 2017 wave
had 154,923 participants worldwide. Following the selection of the key variables for the
analysis (see Table A1l for description), the data was treated, and the two waves pooled into
a cross-sectional Panel of 224,677 participants from 153 nations, as graphically depicted
in Figure A1l. The final sample for all analyses includes 84,144 participants from the 2014
wave, and 140,533 participants from the 2017 wave (see Table A2 for summary statistics).

4. Results

The results are presented in five parts. First, the descriptive statistics of the variables
in the study sample are provided; second, the spatial trends in the global entrepreneurial
finance market between 2014 and 2017 are highlighted; third, the outcomes of the empirical
model validation tests are described; fourth, the econometric findings on the conditional
probability scale are discussed; and last, the estimated marginal effects of the included
predictors of the GEFM’s dynamics are presented.

4.1. Descriptive Statistics of the Pooled Sample

The descriptive results are summarized in Table A2 with an average respondent age
of 41.83 years and a standard deviation of 17.45 years. It can be noted from the table that,
globally, 63.24% of the respondents report owning a formal account, with only 14.90%
reporting to have saved for entrepreneurial purposes, while half of that amount, or 7%,
report to have borrowed for entrepreneurial venture financing between 2014 and 2017.

Table A2 also shows that, globally, 14.86% of the respondents report to have received
government financial (welfare) support, while 38.29% report to have received salary and
wage money from employment. A greater majority (55.58%) report having access to
emergency funds. In addition, 48.3% report to having an ATM debit card giving them
access to instant withdrawals from their account. However, only 22.5% report to having a
credit card that allows them to consume with deferred payment options. Similarly, only
26.56% report to have engaged in digital transactions (consumption purchases) over the
past 12 months prior to the data collection.

Regarding respondents’ socioeconomic characteristics, Table A2 shows that 47.69%
of respondents identify as female, while the remaining 52.31% are male. With respect
to education level, the greatest majority (50.78%) report to have completed a secondary
education, followed by 30.45% reporting at most a primary education, and finally 18.77%
reporting at least a tertiary education. With regards to income, Table A2 indicates a rising
proportion of individuals at higher income levels globally. Indeed, the greatest majority



J. Open Innov. Technol. Mark. Complex. 2022, 8, 26 12 of 28

(27.39%) of individuals are in the richest 20% income quintile, followed by 21.98% in the
fourth income quintile, then by 19.13% in the middle-income quintile, then by 16.82% in
the second income quintile, and finally 14.68% in the last income quintile.

4.2. Spatial Trends in the Global Entrepreneurial Finance Market (GEFM)

The spatial trends in global entrepreneurial finance supply and demand are depicted
in Figures A3 and A4 respectively, while Figure A2 maps the global trends in formal account
ownership between 2014 and 2017. A more precise account of the actual values can be
gouged from the dynamic version of each map; however, for general tendencies, focusing
first on formal account ownership in Figure A2, it can be noted that between 2014 and
2017, countries with the greatest weighted proportion of individuals reporting to owning a
formal account with a financial institution include Canada, followed by Australia, Western
Europe, Mongolia, China, Iran, USA, Thailand, Russia, South American nations, Eastern
Europe, UAE, India, Saudi Arabia, Other South East Asian nations, the rest of Middle East,
and Africa.

With respect to entrepreneurial finance supply, as captured by the weighted proportion
of individuals reporting to have saved for entrepreneurial purposes, Figure A3 in the
Appendix B shows the highest report coming from Korea, African nations, China, and
other Southeast Asian nations (excluding Australia). This first group is then followed by
Bolivia, Gulf nations, Iran, Pakistan, USA, Canada, Australia, Northern European countries,
Mongolia, Russia, and Eastern European nations, Turkey, Kazakhstan, Afghanistan, India,
and Yemen.

Similarly, Figure A4 in the Appendix B presents the demand for entrepreneurial
finance in the form of weighted proportion of individuals reporting to have borrowed
for entrepreneurial (farming or business) purposes in the global economy between 2014
and 2017. As the global map shows, entrepreneurial finance demand is the highest in
African nations, such as Kenya, Uganda, Niger, Guinea, Tanzania, Zimbabwe, and Malawi.
Following these countries are the group including Iran, Myanmar, and the rest of Southeast
Asian nations, then by most of west and central African nations, followed by Brazil,
Colombia, Mexico, Peru, Mongolia, China, India, Pakistan, Afghanistan, and the Gulf
nations, including Iraq and Turkey. This latter group is then followed by the last group
that include Russia, and the whole of Europe, Brazil, Argentina, Chile, Australia, Canada,
and USA.

Together the above trends seem to suggest a relatively greater demand and supply of
entrepreneurial finance in the least developed part of the global economy, where individuals
also appear to report the least overall access to a formal account. This further suggests
the potential influence of formal financial inclusion on both the supply and demand of
entrepreneurial finance in the global economy, and especially in its least developed parts.

4.3. Tests for Empirical Model Validation

Empirical validation of the econometric model described in Section 3 is achieved by
first assessing the association between the GEFM outcome indicators (i.e., formal account
ownership, saving, and borrowing for entrepreneurial purposes) with each of the nominal
predictors, including public and private sectors financial transfer indicators using chi-
squared testing as summarized in Table A3. Then, the associations between these three
GEFM outcome indicators and the quantitative factor “age” is assessed, using Welch's t-test
as presented in Table A5, conditional on a prior Levine’s test of homogeneity as shown
in Table A4.

4.3.1. Test of Nominal Predictors Association with GEFM Outcome Indicators

As summarized in Table A3, for all three outcome indicators of the GEFM, the es-
timated chi-squared test statistics along with their corresponding p-values suggest the
statistical significance of the specified empirical model described in Equations (14)—(16).
Indeed, the individual tests have p-values below the 5% significance level, which sug-
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gest the strong dependence of all included nominal predictors with the three outcome
indicators of the GEFM (i.e., formal account ownership, entrepreneurial saving, and
entrepreneurial borrowing).

4.3.2. Test of “Age” Association with the Three GEFM Outcome Indicators

To characterize the relationship between the quantitative predictor “age” and the three
outcome indicators of the GEFM, Levine’s test of variance homogeneity is first implemented
as shown in Table A4. The Welch t-test is then implemented to assess the differences in
means across age groups (see Table A5).

Starting with formal account ownership, as shown in the top panel of Table A4,
Levine’s test with p-value < 1.69 x 10712 suggests the variance of age among the group of
individuals with a formal account, differing significantly from that of those without formal
accounts in the global economy. Similarly, as shown in the middle panel of Table A4, the
p-value < 2.2 x 1071 suggests unequal age variance between the group of individuals with
entrepreneurial savings and the group of those without such savings in the global economy.
Moreover, as shown in the lower panel of Table A4, the p-value < 2.2 x 10~1® further
suggests unequal age variance between the group of respondents with entrepreneurial
borrowings and the group of those without such borrowings in the global economy.

The implications of the above-described findings are that each Welch’s ¢-test can be
implemented under the reasonable assumption of unequal age groups’ variances. Table A5
presents these results and suggests a higher mean age of responding formal account owners
(44.38 years) than that of non-owners (37.42 years) in the global economy, based on the 95%
confidence interval (C.I.) (—6.189; —5.888), which is void of zero.

Similar findings are also observed for the remaining two GEFM outcome indicators in
their relationship with age, as shown in the middle and lower panels of Table A5. Indeed,
in the middle panel, it can be noted based on the 95% C.I. (4.701; 5.043), that respondents
with entrepreneurial savings in the global economy have significantly lower mean age
(37.68 years) than their counterparts without entrepreneurial savings (42.55 years).

It can also be noted in the lower panel that respondents’ entrepreneurial borrowings
in the global economy have a significantly lower age (37.48 years) than their counterparts
without entrepreneurial borrowings (42.15 years), given the 95% C.I. of (4.446; 4.891).
These numerical findings are consistent with the boxplot results in Figure 5 below, which
summarize the distribution of age across the various groups. Overall, these latter findings
suggest that globally, while older respondents exhibit relatively more account ownership,
relatively younger respondents appear to both save and borrow more for entrepreneurial
purposes in the global economy.
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Figure 5. Boxplots of age against formal account ownership, saving, and borrowing for en-
trepreneurial purposes. From left to right, the above figure compares the average age of individuals
with a formal account, to that of those without (left panel); the average age of the individuals with en-
trepreneurial savings, against that of those without (middle panel); the average age of the individuals
with entrepreneurial borrowings, against that of those without (right panel).
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4.4. Conditional Probability Models” Findings and Sensitivity Analysis

The trust region iteration algorithm provided through the R library “GJRM” [41] is
used to identify the parameters of the joint conditional distribution of formal account own-
ership, saving, and borrowing for entrepreneurial ventures, within the global economy. For
empirical model robustness checks, the results of the fully parametric and semi-parametric
specifications are compared. The results are summarized in Table A6.

Contrasting the performances of the parametric and semi-parametric estimators, using
the model performance indicators at the bottom of Table A6, it can be noted based on the
largest absolute gradients and eigenvalue range that both show successful convergence.
In addition, the statistically significant correlation coefficients 045, 645, and O (based
on their corresponding 95% C.I. which are all void of zero), for both the parametric and
semi-parametric estimators, confirm the joint inter-relationship between formal account
ownership, entrepreneurial saving, and entrepreneurial borrowing in the global economy.
This latter finding supports the assumed endogeneity of formal account ownership, and as
such, the “joint trivariate probit” representation of the global entrepreneurial finance market
(with its defined three subprocesses), is more appropriate than the individual “independent
binary probit” representations, which fail to account for such inter-dependence in the
global economic system. This finding further shows empirical support for the endogenous
financial intermediation hypothesis over its exogenous counterpart as presented in the
theoretical discussion in Section 2.

Turning now to the AIC and BIC performance indicators, Table A6 shows that
the semi-parametric estimator, with its relatively smaller values of (AIC = 363,063.5
and BIC = 368,522.4) than its fully parametric counterpart with (AIC = 363,667.3 and
BIC = 368,942), has better in-sample performance. In addition to relaxing the indepen-
dence assumption of the individual binary models, the semi-parametric model also relaxes
the linearity assumption of the fully parametric trivariate probit specification and is thus
preferred as a more general representation of the GEFM.

Figure 6 shows the plots of the smooth functions representing the effects of “age” on
the likelihood of formal account ownership, entrepreneurial saving, and entrepreneurial
borrowing in the global economy. Table A6 shows the corresponding estimated density
functions (edfs) to be 7.03, 8.12, and 8.69 for the three subprocesses of formal account
ownership, entrepreneurial saving, and entrepreneurial borrowing respectively. Since their
p-values are all below the 0.1% significance level, significant nonlinear effects exist between
age and formal account ownership, entrepreneurial saving, and entrepreneurial borrowing
in the global economy. The plots in Figure 6 further validates this conclusion, by depicting
a non-linear, somewhat quadratic age effect on formal account ownership, while its effects
on entrepreneurial saving and entrepreneurial borrowing appear both cubic.
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Figure 6. Smooth functions plots of the age variable in the semi-parametric specifications of the
conditional probabilities of formal account ownership (left panel), entrepreneurial saving (middle
panel), and entrepreneurial borrowing (right panel).
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Indeed, in its global domain defined between 20 to 100 years, the left panel in Figure 6
suggests that age has a negative but increasing marginal effect on the conditional likelihood
of formal account ownership for ages between 20 and 30. For age between 30 and 75,
the marginal effect of age on this conditional likelihood is positive and increasing overall,
although a relatively sharper increase is observed after age 45. Beyond age 75, however,
despite being positive, a decreasing marginal effect of age is observed in the global economy.
On the other hand, as shown by the middle panel in Figure 6, the marginal impact of age
on the conditional likelihood of entrepreneurial saving is negative but increasing for ages
below 25. This effect appears positive and quadratic between 25 and 55 years, reaching
a maximum at around 35 years. It is then negative and decreasing between ages 55
to 80, but starts increasing thereafter, although remains negative. A similar cubic pattern
is observed from the right panel of Figure 6, where the marginal impact of age on the
conditional likelihood of entrepreneurial saving is quadratic for ages between 20 and 60.
This effect of age appears negative and decreases for ages between 60 and 90, but starts
increasing thereafter.

Furthermore, it can be noted from both the parametric and semi-parametric results in
Table A6, that the effects estimated for the factors (GovTransf12M, and WagPaiRec12M)
of main interest in this study, have fairly stable signs, magnitudes, and significances
across all three global entrepreneurial finance market outcome indicators (Account_fin;
SavFarmBusPurp12M; BorwFarmBusPurp12M), suggesting the robustness of our findings.

Focusing, for example, on the effects of public and private sector financial injections,
Table A6 shows that, globally, individuals with electronic welfare report over the previous
12 months that they are 69.2% more likely to formally own an account with a financial
institution, 10.1% more likely to save for entrepreneurial purposes, and 14.3% more likely
to borrow for entrepreneurial reasons. Similarly, individuals with electronic wage receipts
from employers in the private sector of the global economy are 39.4% more likely to formally
own an account with a financial institution but 7.1% less likely to save for entrepreneurial
purposes and are 12.2% less likely to borrow for entrepreneurial reasons. Together, the
above findings show that contrary to our theoretical predictions in Section 2, private sector
financial injections appear to exert an adverse effect on the global entrepreneurial finance
market (GEFM), while public sector financial injections in agreement with theoretical
predictions in Section 2 significantly contribute to the growth of the GEFM.

Turning our attention to the remaining control factors, it can be noted also from
Table A6 that globally, individuals with emergency fund access are 22.2% more likely to
own a formal account, 36.6% more likely to save for entrepreneurial purposes, and 13.1%
more likely to borrow for entrepreneurial reasons. Similarly, individuals owning a debit
card are 2.60 times more likely to formally own an account with a financial institution
and have a 18.7% greater likelihood of saving for entrepreneurial purposes, and an 11.5%
greater likelihood of borrowing for entrepreneurial reasons. Similarly, those individuals
with credit card ownership appear 70.1% more likely to formally own an account with a
financial institution and are 15.5% more likely to save for entrepreneurial purposes, and
20.5% more likely to borrow for entrepreneurial reasons. Those reporting to have had
digital purchases over the 12 months prior to the data collection are 31.5% more likely to
show formal account ownership with a financial institution and are 35.5% and 21.4% more
likely to save and borrow, respectively, for entrepreneurial reasons. The above findings
suggest that an overall access enabled environment to financial products and services
contributes significantly to the growth of the GEFM.

The socioeconomic and demographic influences on the GEFM outcomes are also
shown in Table A4. It can be noted that globally, compared to their male counterparts,
females are 7% more likely to formally own an account with a financial institution and
23.4% more likely to save for entrepreneurial purposes, while being 18.8% more likely to
borrow for entrepreneurial reasons, hence suggesting their greater potential to stimulate
global economic growth through their entrepreneurial activities.
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On the impact of education, a positive and significant influence is noted on formal
account ownership and a significant negative influence on entrepreneurial borrowing but
no significant influence on entrepreneurial saving globally. Indeed, compared to individ-
uals with primary education, those with secondary and at least tertiary educations are,
respectively, 24.9% and 47.8% more likely to own an account with a financial institution but,
respectively, 7.7% and 15.9% less likely to borrow for entrepreneurial purposes. Therefore,
increased levels of education appear to raise the likelihood of formal financial inclusion
in the global economy, but has no significant impact on the global entrepreneurial finance
supply, while adversely affecting the global entrepreneurial finance demand.

The estimated effects of income suggest increasing, nonlinear, positive marginal
impacts on formal account ownership and saving for entrepreneurial purposes in the global
economy. However, it appears to have no significant impact on individuals’ entrepreneurial
borrowing decisions. In fact, compared to respondents in the lowest income quintile,
individuals in the second, middle, fourth, and richest income quintiles are respectively
5.2%, 12.6%, 16.3%, and 25.8% more likely to own an account with a financial institution.
Similarly, but at the exception of those in the second income quintile, individuals in the
middle, fourth, and richest income quintiles are, respectively, 4.1%, 10.4%, and 17.6% more
likely to save for entrepreneurial purposes. Together, these findings suggest that increased
individual income levels have no significant impact on the global entrepreneurial finance
demand but significantly increases the global entrepreneurial finance supply, along with
the likelihood of formal financial inclusion in the global economy.

Finally, the estimated year fixed effects in Table A4 show a consistent reduction
in the conditional likelihood of formal account ownership, saving and borrowing for
entrepreneurial purposes, in the global economy, overtime. Indeed, between 2014 and
2017 the conditional likelihood of formal account ownership decreased by 4.9%, that
of entrepreneurial saving decreased by 12%, while that of entrepreneurial borrowing
decreased by 11.2%. These latter findings suggest a potential global recession in formal
economic activities between 2014 and 2017, including a significant reduction in both supply
and demand of entrepreneurial finance in the global economy.

4.5. Marginal Effects Results of the GEFM Dynamics

The marginal effects of the included GEFM predictors in the study are summarized in
Table A7. In line with the empirical model validation results in Section 4.3, the identified
predictors of the utility (where “utility” is a measure of the satisfaction that economic
agents derive from the choices they make; therefore, “total utility” is the total satisfaction
each individual derives from formal account ownership, entrepreneurial saving, and
entrepreneurial borrowing, globally. “Marginal Utility” is thus the difference in total
satisfaction each individual derives by moving to a state of formal account ownership,
entrepreneurial saving, and entrepreneurial borrowing in the global economy) function
in Equations (14)—(16) show consistent marginal effects on the utilities of formal account
ownership, saving, and borrowing for entrepreneurial purposes.

4.5.1. Public Sector and Private Sector Financial Injections and the GEFM

Results of the two predictors of primary interest in Table A7, show that government
transfers to individuals raise their marginal utilities from formal account ownership, en-
trepreneurial saving, and entrepreneurial borrowing by 7.7%, 2%, and 1.4%, respectively.
Conversely, private sector financial injections in the form of electronic wage deposits
raise the marginal utilities from formal account ownership by 6.5%, through reducing
the marginal utilities of both saving and borrowing for entrepreneurial purposes by 1.6%
and 1.3%, respectively.

4.5.2. The Impact of the Control Factors on the GEFM

The marginal effects of the control factors are also shown in Table A7. For example,
individuals with reported access to emergency funds show 3.8% higher marginal utility
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(MU) from formal account ownership, and, respectively, 7% and 1.1% higher MU from
saving and borrowing for entrepreneurial purposes than those not reporting such access
to emergency funds. Similarly, respondents with access to a debit card show, respectively,
45.1%, 3.8%, and 0.8% higher MU from formal account ownership, saving, and borrowing
for entrepreneurial purposes; meanwhile, those with access to a credit card show 8.6%,
3.3%, and 2% higher MU respectively in the global economy.

With respect to gender, Table A7 shows that females have 0.8%, 4.6%, and 1.6% higher
MU from formal account ownership, saving, and borrowing for entrepreneurial purposes
than their male counterparts. The marginal effects of education show that, compared to
individuals with primary education, those with secondary and at least tertiary education
have, respectively, 4.5% and 6.8% higher MUs from formal account ownership. In the case
of saving for entrepreneurial purposes, though the relative effect of secondary education
is not significant, individuals with tertiary education or more show 0.6% higher MU
from entrepreneurial finance supply compared to individuals with primary education.
With regards to borrowing for entrepreneurial purposes however, Table A7 shows that
individuals with secondary education and those with at least a tertiary education have,
respectively, 0.6% and 1.2% lower MU from entrepreneurial finance demand than their
counterparts with primary education in the global economy.

The marginal effect of income shows a significant positive and increasing impact on
the utilities of formal account ownership and saving for entrepreneurial purposes, while
having no significant impact on the utilities from entrepreneurial fund borrowing. The
marginal utility of time as captured by the year fixed effect shows, respectively, 0.9%,
2.3%, and 0.9% lower MU from formal account ownership, saving, and borrowing for
entrepreneurial purposes globally, in 2017 compared to 2014.

Age does appear to have a significant nonlinear effect with its direct marginal utility
contribution consistently positive at 0.5%, 0.7% and 0.4% respectively for formal account
ownership, saving, and borrowing for entrepreneurial purposes in the global economy.
Its quadratic effects, on the other hand, although relatively smaller than the direct effects,
are consistently negative and significant for all three GEFM indicators. The effect of the
exclusion restriction, which at the methodological level aimed to improve the mixing prop-
erties of the trust region iteration algorithm, shows a 9.7% higher MU from entrepreneurial
finance demand, for individuals with home, apartment, or land loan in the global economy.

5. Discussion

While the ongoing entrepreneurial finance literature has thus far mostly adopted a
business perspective, allowing researchers to address important micro-economic questions,
it has left key unanswered macro-economic ones of potential relevance to entrepreneurial
finance market stakeholders. Among other things, the existing literature addresses gov-
ernments’ direct involvement with the supply of entrepreneurial funds in the form of
policy schemes, including subsidized loans and loan guaranties [4]. However, the indirect
effect of government financial stimulations through its welfare programs on individual
entrepreneurial intentions in society remains largely unknown, similarly for the indirect
effects of financial wage transfers from private sector enterprises. This paper therefore fur-
ther extended the existing body of knowledge by adopting a rather aggregated perspective
to analyze important dynamics in a globalized entrepreneurial finance market context. In
doing so, the emphasis was put on the potential influences that financial injections from
governments and private sector enterprises exert on the equilibrium properties of the global
entrepreneurial finance market.

Among the key findings, it transpired that, contrary to theoretical predictions, pri-
vate sector financial injections (in the form of individuals’ salary or wage receipts from
employment) exert an adverse effect on both the global entrepreneurial finance supply (as
the global collection of savings for farming or business entrepreneurship purposes) and
global entrepreneurial finance demand (as the global collection of borrowings for farming
or business entrepreneurship purposes). On the other hand, public sector financial injec-
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tions, (e.g., unemployment benefits, educational, medical, or any other social payments),
in agreement with theory predictions, significantly contribute to the growth of the global
entrepreneurial finance market.

The counter cyclical effect of private sector financial injections on the GEFM may be
potentially explained by the fact that entrepreneurial intention, especially in its relation
to agriculture or small business ventures, is typically higher in society when the existing
labor market (inclusive of established public and private enterprises) is unable to absorb
the available labor force [14,17,43]. The opposite is then observed when much of the
labor force is already absorbed by existing established enterprises, which wage payments
allow individuals to satisfy their wants without the potential need to undertake additional
entrepreneurial ventures to supplement their income [44]. Indeed, as Figures A3 and A4 in
the Appendix B show that, globally, saving and borrowing for entrepreneurial purposes
does appear to be more prevalent in the developing world, much of which in Africa and
Asia where unemployment rates are typically relatively higher [45].

In times of global uncertainty, such as that imposed upon the world by the ongoing
COVID-19 crises and its adverse socioeconomic impacts [46], the above mentioned indirect
influences of governments’ and private enterprises’ financial transfers on individuals’
entrepreneurial intensions in the global economy are just as relevant and critical as the
direct support policy schemes for entrepreneurial ventures [47]. Since the resulting rise
in global unemployment is socially unsustainable [48], individual welfare recipients and
other salary recipients in this global context would have to think innovatively to undertake
income-generating activities for livelihood supports.

Though in recent years the advocacy for formal financial inclusion has been felt at both
policy (nationally and internationally) and academic levels due to its effect on inclusive
growth and sustainable development [49], our findings show that formal education does
contribute significantly to the likelihood of this outcome in the global economy. However,
formal education appears to not significantly influence global entrepreneurial supply, while
adversely impacting the global entrepreneurial demand. This latter adverse effect on
entrepreneurial finance demand could be potentially explained by the fact that individuals
with secondary or at least tertiary education levels are better able to enter the formal
labor market, securing employment from already established business enterprises, thereby
reducing their need for funding to undertake an entrepreneurial venture [44].

Conversely, individuals with natural entrepreneurial spirits often fail to undertake
much schooling, as they perceive the formal educational system to not meet their learn-
ing needs, while individuals with a low level of education and potentially no initial
entrepreneurial drive might feel compelled to resort to entrepreneurship to support their
livelihood, especially in times of limited labor market opportunities and high unemploy-
ment [15,16]. These latter findings seem to further suggest a potential need for formal
education curricula to properly address the art and science of entrepreneurship, to allow
graduates to globally develop entrepreneurial mindsets [45].

Furthermore, on the issue of female entrepreneurship, our findings showed that glob-
ally, compared to their male counterparts, females are more likely to own a formal account
with a financial institution and are also more likely to save and borrow for entrepreneurial
(farming or business) purposes. These results align with those reported in the Australian
context, where [23] revealed agricultural SMEs with growth intentions and clear business
plans to be more likely to seek bank financing compared to their counterparts that are
export oriented, with incremental product innovation strategy, and of male CEOs. The
results are also in line with the latest report on women entrepreneurship by the Global
Entrepreneurship Monitor [50], which shows 231 million businesses lunched or operated by
women between 2018 and 2019, across 59 economies. Moreover, they corroborate [51-54],
in suggesting the relative potential of women to contribute to the growth of the GEFM.

Finally, though the data remains rich enough to allow for the reported spatial and tem-
poral findings on the topic of entrepreneurial financing as a global economic phenomenon,
one key limitation imposed by the retrospective design of the study is the researcher’s
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inability to get more current data to investigate the market dynamics within the ongoing
context of the global COVID-19 pandemic. Nonetheless, as heterogeneous entrepreneurial
finance market segments emerge in response to emerging technologies, including bloc chain,
which allow for greater decentralization and interdependence between financial markets
globally, the ability of these systems to carry out the vision of a globalized entrepreneurial
finance market needs revisiting in a future study:.
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Appendix A

Table Al. Study variables description.

Variable

Description

account_fin

SavFarmBusPurp12M
BorwFarmBusPurpos12M

LoanFinInstHomAptLand

GovTransf12m
WagPaiRec12m

EmerFundAces

DebCard
CredCard

InterntBasdPaymt
educ
inc_q

female
age

year
economy?2
wgt

=1 if an individual has a formal account with a financial institution; and 0 otherwise.

=1 if an individual saved in the previous 12 months for Entrepreneurial (farming or business)
purposes; and 0 otherwise.

= 1if an individual borrowed in the previous12 months for Entrepreneurial (farming or business)
purposes; and 0 otherwise.

= 1if an individual has a pending loan from a financial institution to purchase a home, an apartment
or a land; and 0 otherwise.

= 1if an individual reports any governmental support in the previous 12 months, for education,
medication, unemployment, but non-inclusive of work related wages or salaries; and 0 otherwise.
=1 if an individual reports any salary or wage payment in the previous 12 months, from an employer,
but non-inclusive of payments from clients or customers for doing work; and 0 otherwise.

= 1if an individual is able to come up with emergency funds, (defined as

5% of per-capita gross national income, within the next month); and 0 otherwise.

=1 if an individual has an automated tailor machine debit card; and 0 otherwise.

= 1 if an individual has a credit card; and 0 otherwise.

= 1if an individual has made online payments in the previous 12 months, using a computer, mobile
phone, or any other devices; and 0 otherwise.

Education Level (1 if at most primary, 2 if secondary, and 3 if at least tertiary).

Income quintile, based on pre-tax household income; inclusive of wages, salaries, remittances, and
farming income.

= 1 if an individual of female gender; and 0 if male gender.

Individual’s Age measured in years.

Data collection period (one of 2014 or 2017).

Country of residency (one of 153 nations-see Figure A1)

Country level final weight of each individual in the sample.

Source: Author’s own construction using the global financial inclusion surveys (2014 and 2017).
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Table A2. Quantitative summary description of the study variables.

Pooled (2014 + 2017) Sample

Quantitative Units (N = 224,677)
Factors
Mean Standard Deviation
Sampling Weight (wgt) - 0.985 0.658
AGE (in years) 41.83 17.53
Qualitative Factors levels Absolute Frequency Relative Frequency (%)
1: 2017 140,533 62.55
YEAR 0: 2014 84,144 37.45
¢ fi 1: Yes 142,085 63.24
account_tm 0: No 82,592 36.76
1: Yes 33,486 14.90
SavFarmBusPurp12M 0: No 191191 85.10
1: Yes 15,708 6.99
BorwFarmBusPurpos12M 0: No 208,969 93.01
. 1: Yes 34,034 15.15
LoanFinInstHomAptLand 0: No 190,643 84.85
1: Yes 33,392 14.86
GovTransf12M 0: No 191,285 85.14
. 1: Yes 86,035 38.29
WagPaiRecl2M 0: No 138,642 61.71
1: Yes 124,868 55.58
EmerFundAcess 0: No 99,809 4442
1: Yes 108,526 48.30
DEBITCARD 0: No 116,151 51.70
1: Yes 50,563 22.50
CREDITCARD 0: No 174,114 7750
1: Yes 5,9664 26.56
InterntBasdPaymt 0: No 165,013 73,44
1: Yes 107,144 47.69
FEMALE 0: No 117,533 52.31
1: At most Primary 68,413 30.45
EDUCATION 2: Secondary 114,096 50.78
3: At least Tertiary 42,168 18.77
1: Lowest 20% 32,993 14.68
2: Second 20% 37,786 16.82
g\lﬁgl"\F/IIEE 3: Middle 20% 42 981 19.13
4: Fourth 20% 49,386 21.98
5: Highest 20% 61,531 27.39

Source: Author’s own construction using the global financial inclusion surveys (2014 and 2017).
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Table A3. Chi-square test of Independence between the nominal predictors and formal account

ownership, Entrepreneurial saving and Entrepreneurial borrowing over the previous 12 months.

Chi? Test
mh:lzezizr;\;;le Categories Account_fin SavFarmBusPurp12M BorwFarmBusPurpos12M
X-Stat p-Value X-Stat p-Value X-Stat p-Value
1: Y —16 -7
GovTransfl2M 0 No gigly  <22x 10 27741 1387 %10 43873 0.03621 *
: 1: Yes <22 x 10716 <22 x 10716 2.487 x
WagPaiRec12M 0: No 24,083 -~ 260.26 o 49.056 1012 s
1: Ye —16 —-16 —-16
EmerFundAcess 0 No 12,778 <22 x 10 27909 <2210 10333  <22x10
: —16 —16 —16
DEBITCARD 1: Yes 117,140 <22 x 10 295.36 <22 x 10 23248 <22 x 10
0: No *k% *kk Hkk
1: Y ~16 —16
CREDITCARD 0 No 33,004 <2210 32535 <22 10 8895  0.002859 **
1: Y —-16 —-16
InterntBasdPaymt o Ny 32506 <22 x 10 98705 ~ <22x 10 26.123 2
1: Y ~16 -16 -16
FEMALE 0 No 10007 ~<22x10 18482 <22 x10 53216 <22 x10
M 0] *%% b *%%
1: At most
. ~16 —16 —16
EDUCATION Primary 32,086 <22x10 27597 <22 x10 35855 ~ <22x10
2: Secondary e otk whk
3: At least
Tertiary
1: Lowest 20%
2: Second 20% _16 _16 _16
INCOMEQUINTILE 3: Middle 20% s0749 <22 2*10 2651 <22 x *10 19857 <22 x *10
4: Fourth 20%
5: Highest 20%
2014 -16 -16 10
YEAR 2817 60603 <2210 65778 5047 x 10 ageay 5078 x 10
*%% b *AK
153 factor levels _16 16 16
ECONOMY2 (country fixed 77016 <2210 1,507 <22x10 oap35 ~ <22x10
effects)
. —16 -16 —16
LoanFinInstHomAptLand 1: Yes 12,840 <22 x10 1000.3 <22x10 3209.7 <22x10
0: No P P %%

* indicates 0.05 significance; ** significance at 0.01; *** significance at 0.001 for the chi-square tests. Source: Author’s

own construction using the global financial inclusion surveys (2014 and 2017).
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Table A4. Levine’s Test for homogeneity in groups’ variances in the model with formal account

ownership, saving and borrowing for Entrepreneurial (Farming or Business) purposes.

Age

Degree of freedom 1
Account_fin F-statistic 49.822

p-value 1.688 x 10712 ***

Degree of freedom 1
SavFarmBusPurp12M F-statistic 4266.3

p-value <2.2 x 10716 *#

Degree of freedom 1
BorwFarmBusPurpos12M  F-statistic 2540.4

p-value <22 x 10716 %=

*** significance at 0.001 for Levine’s tests. Ho: Equal age variance between respondents with “formal account”
and those without V.S. Ha: Unequal variance; Ho: Equal age variance between respondents with “Entrepreneurial
Savings” and those without V.S. Ha: Unequal variance between the two groups; Ho: Equal age variance between
respondents with “Entrepreneurial Borrowings” and those without V.S. Ha: Unequal variance between the two
groups. Source: Author’s own construction using the global financial inclusion surveys (2014 and 2017).

Table A5. Welch two-sample t-test of difference in groups’ means, with corresponding 95% con-

fidence interval (C.I.) for the model with formal account ownership, Entrepreneurial saving and

Entrepreneurial borrowing globally.

Age
Group Mean Values \I?l (s) Zzgg
Account_fin Difference in group means —6.04

C. I on the Difference in group means

(—6.189; —5.888)

p-value <22 x 10716 ***
No 42.55
Group Mean Values Yes 37.68
SavFarmBusPurp12M Difference in group means 4.87
C. I on the Difference in group means (4.701; 5.043)
p-value <22 x 10716 ¢
No 42.15
Group Mean Values Yes 3748
BorwFarmBusPurpos12M Difference in group means 4.67
C. I on the Difference in group means (4.446; 4.891)

p-value

<22 x 10716 ##+

*** significance at 0.001 for Levine’s tests. Source: Author’s own construction using the global financial inclusion

surveys (2014 and 2017).
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Table Asé.

Demand side determinants of the conditional probabilities of individuals’ joint

likelihood of formal account ownership, saving and borrowing for Entrepreneurial (Farming

or Business) purposes.

Fully-Parametric Specification

Semi-Parametric Specification

N = 224,677 A t fi SavFarmBus BorwFarmBus A t fi SavFarmBus BorwFarmBus
ceount_tin Purp12M Purpos12M ceount_in Purp12M Purpos12M
(INTERCEPT) —1.486 2,621+ 3384+ —0.558 2,028 #+ 2,619+
009 (0.048) (0.074) 0.088) (0.044) (0.067)
_ 0.696 *+* 0.103 *+* 0.144 %+ 0.692 *+* 0.101 #*+ 0.143
GovTransf12M 1: Yes (0.014) (0.011) (0.013) (0.014) 0.011) (0.013)

. 0403 0,060 *** 0114 % 0394 %% 0071 % —0.122
WagPaiRec12M 1: Yes (0.010) (0.008) (0.010) (0.010) (0.008) (0.010)
EmerFundAcess L Yes 0.223 *+* 0.367 0.131 0.222 %+ 0.366 0.131

: (0.009) (0.008) (0.010) (0.009) (0.008) (0.010)
2,602 0.199 *+* 0.123 *+* 2.596 *+* 0.187 *+* 0.115 *+*
DEBITCARD 1: Yes (0.016) (0.010) (0.012) (0.016) (0.010) (0.013)
0.705 *+* 0.153 *+* 0.203 *+* 0.701 *+* 0.155 *+* 0.205 *+*
CREDITCARD 1: Yes (0.022) (0.011) (0.014) (0.023) (0.011) (0.014)
InterntBasdPavimt b Yes 0.313 *+* 0.358 *+* 0.218 *+* 0.315 *+* 0.355 *++ 0.214 *+*
y : (0.016) (0.010) (0.014) (0.016) (0.010) (0.014)
_ 0.066 *** 0.230 ¥+ 0.185 *+* 0.070 *+* 0.234 *++ 0.188 *+*
FEMALE 1: Yes (0009) (0.007) (0.009) (0.009) (0.007) (0.009)
7 Secondar 0.254 *+* 0.007 —0.072%% 0249+ 0.001 —0.077
EDUCATION : y (0010) (0.009) 0012) (0.010) (0.009) 0.012)
5 Atloast Tertiary 0306 0.025 —0.143 0.478 0.003 ~0.159
: Y (0019 (0.013) (0.017) (0.019) (0.013) (0.017)
7 Second 20°% 0.052 *+* 0.016 0.011 0.052 *+* 0.016 0.011
: o (0.013) (0.012) (0.015) (0.013) (0.012) (0.015)
. 0.125 *+* 0.041 *+* 0.008 0.126 0.041 0.001
3: Middle 20%
INCOME QUINTILE 0013) 0012) (0.015) (0.013) (0012) (0.015)
4 Fourth 20% 0.162 0.104 0.004 0.163 0.104 0.004
: (0.013) (0.012) (0.015) (0.014) (0.012) (0.015)
5. Hishest 20°% 0.255 *+* 0.174 *+* 0.002 0.258 *+* 0.176 *+* 0.018
+ Hig o (0.014) (0.012) (0.015) (0.014) (0.012) (0.015)
VEAR oLy —0.051 % —0.122 % —0.090 *** —0.049 —0.120 *+* —0.112
(0.009) (0.008) (0.010) 0010) (0.008) (0.010)
0.034 *+ —0.036 *** 0.044 ** <§ « ‘1/31*16 p—val p—val
AGE ('0 001) (0' 001) (‘0 002) <2 x 107160 = <D 10716 #ex
: : : ed-703) (=812 (edf = 8.69)
—0.0003
—0.0005 *+* —0.0005 *+*
AGE Square xokk - - -
(©.00001) (0.00001) (0.00002)

. 0.631 *+* 0.631 *+*
LoanFinInstHomAptLand 1: Yes - - (0.012) - - (0.012)
5 0.203 * 0.201 *

a8 (0.194, 0.216) (0.187,0.211)
5 0.193 * 0.191 *

AB (0.178, 0.206) (0.176, 0.206)
5 0.514 % 0513 *

sB (0.504, 0.522) (0.503, 0.521)
Al 363,667.3 363,063.5
BIC 368,942 368,522.4

Numbers in parenthesis are respectively: the standard error (s.e.) of the coefficients, and the 95% C.I. on the
correlation coefficients. * indicates 0.05 significance; ** significance at 0.01; *** significance at 0.001. Source:
Author’s own construction using the global financial inclusion surveys (2014 and 2017).
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Table A7. Marginal Effects of Demand side determinants of formal account ownership, saving and
borrowing for Entrepreneurial (Farming or Business) purposes.

Account_fin SavFarmBusPurp12M BorwFarmBusPurpos12M

Variables ? ? ?
X X X
(s.e.) (s.e.) (s.e.)
0.077 *+ 0.020 *** 0.014 *+
GovTransfl2M 1: Yes (0.0018) (0.0022) (0.0014)
. 0.065 *** —0.016 *** —0.013 ***
WagPaiRec12M 1: Yes (0.0018) (0.0016) (0.0008)
0.038 *** 0.070 *** 0.011 ***
EmerFundAcess 1: Yes (0.0016) (0.0015) (0.0008)
0.451 *#+ 0.038 *** 0.008 ***
DEBITCARD 1 Yes (0.0044) (0.0019) (0.0011)
0.086 *** 0.033 ** 0.020 ***
CREDITCARD 1: Yes (0.0024) (0.0023) (0.0016)
0.046 *** 0.078 *** 0.023 ***
InterntBasdPaymt 1: Yes (0.0022) (0.0025) (0.0015)
0.008 *** 0.046 *** 0.016 ***
FEMALE 1: Yes (0.0014) (0.0014) (0.0008)
5. Secondar 0.045 *** 0.003 —0.006 ***
EDUCATION ' y (0.0018) (0.0019) (0.0011)
3: At least Tertiar 0.068 ™ 0.006 " —0.012 7
: y (0.0021) (0.0026) (0.0013)
. 0.009 *** 0.006 * 0.001
2: Second 20% (0.0021) (0.0027) (0.0015)
. . 0.019 *** 0.012 ** 0.001
INCOME 3: Middle 20% (0.0020) (0.0026) (0.0014)
QUINTILE 4 Fourth 20°% 0.024 *** 0.024 *** 0.001
+ Fourth 207 (0.0020) (0.0027) (0.0014)
. . 0.041 *** 0.039 *** 0.001
5: Highest 20% (0.0020) (0.0027) (0.0014)
—0.009 *** —0.023 *** —0.009 ***
YEAR 2017 (0.0015) (0.0015) (0.0010)
AGE 0.005 *** 0.007 *** 0.004 ***
(0.0002) (0.0002) (0.0002)
AGE Sauare —0.00004 *** —0.00009 *** —0.00005 ***
4 (0.000002) (0.000003) (0.000002)
. 0.097 ***
LoanFinInstHomAptLand 1: Yes - - (0.0022)

Numbers in parenthesis are respectively: the standard error (s.e.) of the coefficients. * indicates 0.05 signifi-
cance; *** significance at 0.001. Source: Author’s own construction using the global financial inclusion surveys

(2014 and 2017).
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Appendix B

Respondent Count
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Figure A1l. Global map of respondents’ absolute frequency count by country in the pooled sample
(2014 and 2017). Source: Author’s own construction using the global financial inclusion surveys
(2014 and 2017). (See dynamic web link at https:/ /rpubs.com /brassbe1982/respondentCount_figb1
(accessed on 21 December 2021)).
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Figure A2. Country level weighted proportion (percentage) of formal account owners between 2014
and 2017 globally. Source: Author’s own construction using the global financial inclusion surveys
(2014 and 2017). (See dynamic web link at https:/ /rpubs.com/brassbe1982 /formal AccountOwn_figh2
(accessed on 21 December 2021)).
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Saving for Farming/Business (%)
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Figure A3. Country level weighted proportion of savers for entrepreneurial (farming or business)
purposes between 2014 and 2017, globally. Source: Author’s own construction using the global
financial inclusion surveys (2014 and 2017). (See dynamic web link at https://rpubs.com /brassbe1982/
SavFarmBusPurp12M_figh3 (accessed on 21 December 2021)).
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Figure A4. Country level weighted proportion of borrowers for entrepreneurial (farming or business)
purposes between 2014 and 2017, globally. Source: Author’s own construction using the global
financial inclusion surveys (2014 and 2017). (See dynamic web link at https://rpubs.com/brassbe1982/
BorwFarmBusPurpos12M_fig4 (accessed on 21 December 2021)).
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