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This study was aimed at investigating the effect of internal and external social capital on the ﬁnancial and nonﬁnancial performance of businesses in the Nigerian informal sector. The study further investigated the controlling
role of ﬁrm age. A cross-sectional survey of 650 informal business owners in the Ikeja region of Lagos state,
Nigeria was carried out. The analysis was carried out using the partial least square method of the structural
equation model (SEM). Findings revealed that without the controlling variable of ﬁrm age, social capital had a
signiﬁcant effect on business performance, internal social capital had a signiﬁcant effect on non-ﬁnancial performance, it, however, had no signiﬁcant effect on ﬁnancial performance, while external social capital had no
signiﬁcant effect on ﬁnancial and non-ﬁnancial performance. With the controlling variable of ﬁrm age, social
capital had a signiﬁcant effect on business performance, internal social capital had a signiﬁcant effect on ﬁnancial
and non-ﬁnancial performance, while external social capital had no signiﬁcant effect on ﬁnancial and nonperformance. The study, therefore, recommended that informal entrepreneurs take advantage of their internal
social capital resources and also try to build their external social capital as they may become vital for their
business success.

1. Introduction

Nigerian economy cannot be overemphasized.
Despite the enormous contributions of the informal sector to the
economic growth and development of Nigeria, it still faces a wide range
of challenges from limited or no access to adequate resources (human
and ﬁnancial), technology, and market information needed for its growth
and survival. Moreover, there seems not to be a development agenda for
the informal sector in most African countries (Chima, 2016). As a result
of these challenges, most businesses in the informal sector suffer instability and do not survive beyond three years (Agyapong et al., 2017).
Nevertheless, business owners in the informal sector seem not to be able
to create, expand and exploit the wealth of social capital at their disposal
to ensure improved business performance and growth (Agyapong et al.,
2017), even though research has shown that the amount of social capital
rooted in an entrepreneurs' personal network is vital for the efﬁcient
performance of their business (Stam et al., 2014), it has not been properly
conceptualized within Nigeria's business literature.

The informal sector is popularly known as “grey economy” (Chima,
2016; Henshaw, 2017) plays a vital role in the economic growth of the
Nigerian economy, contributing 41.43% to Nigeria's GDP (NBS, 2016),
and 57.9% to Nigeria's GNP at US$212.6 billion (Schneider, 2002), and
therefore still growing in terms of national GNP up till this present
moment. Apart from this, the sector contributes to the mass reduction of
the ever-growing unemployment rate in Nigeria (Asaleye, et al., 2018a,
b) through the provision of employment opportunities to over 48 million
Nigerians and also serving as a reliable waiting ground for Nigerian
youths awaiting formal sector employment (Yusuf, 2014). The ﬂexibility
of the informal sector is reﬂected in its ability to accommodate those
gainfully employed in the formal sector to create additional income avenues, popularly known as “side-hustle” in Nigeria. As a result of these,
the relevance of the informal sector to the growth and development of the
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businesses for survival and individuals who commit to informal business
activities alongside their formal jobs (Oberay and Chadaw, 2001; ILO
(2002a,b).
The Nigerian informal sector is deﬁned in terms of employee size as
consisting of enterprises having less than ten (10) employees (Onyebueke
and Geyer, 2011). The ownership structure of most informal enterprises
comprises one-man sole proprietorship voluntarily assisted by family
members and trainees popularly known as apprentices (Abumere et al.,
1998; CBN/FOS/NISER, 2001, pp. 68–69; Oduh et al., 2008). This study
adopts the deﬁnition of Onyebueke and Geyer (2011). Therefore, we
deﬁne informal sector enterprises in terms of employee strength not more
than ten (10).

This social capital can as well be referred to as the social connections
through which entrepreneurs can obtain tangible and intangible assets
necessary for business performance (Dai et al., 2015). The resources
informal entrepreneurs are able to access via their personal network and
social connections enable them to identify business opportunities (Bhagavatula et al., 2010) and mobilize human and ﬁnancial resources
(Batjargal, 2003). Just as mentioned in the work of Dai et al. (2015), the
operations of businesses in the informal sector tend to be inﬂuenced by
both external and internal social capital. The external social capital enables credit support from creditors, the supply of valid market information and referrals from loyal customers while internal social capital
enables support from family, friends and professional colleagues in terms
of ﬁnancial loans or gifts and strategic business advice.
Various studies have investigated the relationship between social
capital and organizational performance (Felicio et al., 2014; Clarke et al.,
2016; Pratono, 2018), alongside a meta-analytic review of 59 studies by
Stam et al. (2014) on the effects of an entrepreneurs’ social capital on
small ﬁrm performance. Also, most of the research done on social capital
and ﬁrm performance have focused on developed economies like Europe
and North America (Cantner and Stuetzer, 2010; Ndofor and Priem,
2011; Patel and Terjesen, 2011; Brink, 2011) and African countries like
Ghana and Kenya (Agyapong et al., 2017; Bradley et al., 2012). However,
search through literature has revealed that unpacking the relationship
between entrepreneur social capital and the development of small-scale
businesses have not been explored in Nigeria. A methodological gap
was as well observed in previous studies. For instance, previous studies
have adopted analytical tools such as meta-regression (Stam et al., 2014),
ordinary least square regression (Agyapong et al., 2017), and hierarchical
moderated regression analysis (Dai et al., 2015). Some other studies have
as well adopted the structural equation modeling (SEM) tool (Pratono,
2018; Felicio et al., 2014). However, the SEM has never been adopted in
any social capital related research in Nigeria. To this effect, this paper is
aimed at ﬁlling the research gaps as identiﬁed.
This paper, therefore, investigated the effect of social capital resources on the business performance of the informal sector in Nigeria.
According to Dai et al. (2015), it is important for researchers in this area
to relatively investigate the contribution of external and internal social
capital on the ﬁnancial and non-ﬁnancial performances of businesses in
Nigeria's informal sector. This paper through an extensive review of
literature and engagement of empirical ﬁndings has opened up conversions around the unstructured and informal avenues through which small
businesses thrive in Nigeria. Through the exploration of social capital, it
has un-hatched new narratives to small enterprise success and corroborated other ﬁndings in the literature that social capital inﬂuences the
success of the small-scale business at its foundational stages.

2.2. Theoretical review
This section presents the theoretical framework related to the study
and the relevance of this theory to the research.
2.2.1. Social capital theory
In this paper, we employed the social capital theory which provides a
useful theoretical lens in the study. Social capital springs from social
network theory and our emphasis on social capital theory stem from the
fact that social capital is embedded in relationships at many levels. The
application of the social capital theory is aimed at comprehending social
ties, social interaction, trust and reciprocity (Pratono, 2018).
Previous researches on social capital have suggested that it could be
divided into tripartite dimensions (Anandi, 2000; Adler and Kwon, 2002;
Aladwani, 2002; Chang et al., 2011 ). These are structural, relational and
cognitive social capital. The structural dimension emphasizes the level of
connection and closure amongst social network members, the relational
dimension emphasizes the strength of these social relationships, and the
key factors here are trust and trustworthiness, while the cognitive
dimension emphasizes the shared values, norms and beliefs existing
amongst the social network.
The social capital theory in all dimensions relates to this research in
the sense that when an entrepreneur has a strong social network sharing
the same values and beliefs, his business ﬁrm would be able to enjoy the
various resources provided by his social network through a superior level
of ﬁnancial and non-ﬁnancial performance.
2.3. Empirical reviews
Pratono (2018) investigated the mediating role of trust, selling
capability and pricing capability on the relationship between social
networks and ﬁrm performance using 380 small and medium enterprises
(SMEs) in Indonesia as a study population, and the structural equation
model (SEM) as a method of data analysis. Findings revealed that social
networks enhance ﬁrm performance, with trust playing a key role in
enabling social network structures to generate selling and pricing capabilities, thereby leading to a positive impact on ﬁrm performance.
Agyapong et al. (2017) investigated the mediating role of innovation
on the relationship between social capital and micro & small businesses
(MSBs) performance in an emerging economy using 500 MSBs in Ashanti,
Ghana as a study population, and hierarchical regression analysis as a
method of data analysis. Findings revealed that social capital directly
inﬂuenced MSBs performance, and directly via innovation. It furthers
reveals that innovation mediates the relationship between social capital
and MSBs performance. Lastly, the study revealed the existence of a
positive relationship between various types of innovation and MSBs
performance.
Bachrach et al. (2016) conducted a matched survey of 246 sales
personnel grouped within 54 teams in a North American Fortune-100
supplying ﬁrm, with the research aim of examining the effect of investing in team social capital (ITSC) on sales performance using path analysis, within the structural equation model (SEM) as a method of data
analysis. Findings revealed an indirect positive relationship between

2. Background
This section is aimed at discussing relevant concepts to this study
(informal sector), as well as the theoretical framework underpinning the
study. Lastly, a summary of empirical reviews was discussed.
2.1. Features of the informal sector
According to the International Conference of Labour Statisticians
(1993), the informal sector comprises business units which carry out the
production of goods and services with the aim of creating revenues and
occupation to parties involved. The informal sector according to ILO
(2002a,b; 2003) consists of wage workers including workers of informal
enterprises, home workers, part-time employees, and remunerated domestic employees. World Bank (2003) also deﬁnes the informal sector as
including employers in the form of proprietors and operators of informal
business enterprises. The informal sector can be understood from the
perspective of revenue and employment enhancing potential as; business
enterprises with potentials to contribute to national economic growth
and wealth creation, entities or families who engage in informal
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However, social capital could be categorized as external social capital
and internal social capital (Adler and Kwon, 2002). The external social is
deﬁned as the social connections with external bodies like loyal customers, suppliers, trade and professional associations, market authorities
and creditors, as well as the intangible resources rooted in these connections such as trust, loyalty, and referrals. While internal social capital
reveals social connections with friends, families, colleagues, business
partners and employees, as well as the intangible resources rooted in
these connections like trust, support, and strategic advice. These two
categories of social capital are very vital to an entrepreneur such that,
they are able to complement each other to ensure efﬁcient business
performance and sustainable competitive advantage.
Based on the above arguments, we propose the following hypothesis:

ITSC and sales performance in the sense that, ITSC was positively related
to team goal monitoring and learning effort, which increased commitment to service quality, thereby instigating sales performance.
Dai et al. (2015) examined the moderating role of entrepreneurial
activities on the relationship between social capital (internal and
external) and the ﬁnancial performance of a sample of hotels in the
Chinese hospitality industry using hierarchical moderated regression as a
method of analysis. Their ﬁndings revealed that the collaboration of internal and external social capital has a positive effect on the ﬁrm's
ﬁnancial performance. Although this study more speciﬁcally revealed
that external social capital was more positively linked with ﬁnancial
performance than internal social capital, suggesting that internal social
capital is most likely going to inﬂuence non-ﬁnancial performance than
ﬁnancial performance.
Stam et al. (2014) conducted a meta-analytic review of 61 business
enterprises with the aim of examining the association between entrepreneurs’ social capital (personal networks) and small ﬁrm performance.
Their ﬁndings primarily revealed the existence of a positively signiﬁcant
relationship between social capital and ﬁrm performance. Their ﬁndings
further revealed the presence of moderating variables such as structural
holes and network diversity, having larger positive effects on ﬁrm performance than personal networks. Their results as well revealed the
dependence of social capital-ﬁrm performance relationship on ﬁrm age.

H1. Social Capital has a positive signiﬁcant effect on business
performance
3.2. Internal social capital and ﬁnancial performance
The internal social network of an entrepreneur tends to affect the
ﬁnancial performance at the forming and introductory stage of his
business through the ease and effectiveness in the mobilization of
ﬁnancial resources to start up the business initially, ﬁrstly because new
businesses mostly start-ups with very limited amount of resources (Stam
et al., 2014), and external potential resource providers may doubt the
prospect of a new ﬁrm due to lack of legitimacy (Stinchcombe, 1965). In
justiﬁcation for this claim, ﬁnancial support and no-interest loans from
family, friends, colleagues or business associates tend to be one of the
major sources of start-up capital for most informal businesses in Nigeria
(Ibanga, 2015; Nguyen, 2015; Ibeleme, 2017). Such loans form a part of
the internal social capital resources available to the informal
entrepreneur.
There also tends to be dependence on these internal social networks
for patronage and referrals leading to sales earnings at the introductory
stage of the business which is usually characterized by low sales. They
could as well provide linkage to suppliers in their own personal network,
thereby ensuring cost reduction in raw materials acquisition which
would lead to greater ﬁnancial efﬁciency (Fafchamps and Minten, 2002).
Based on the above arguments, we propose the following hypothesis:

3. Hypothesis
This study aims at examining the effect of internal and external social
capital on the ﬁnancial and non-ﬁnancial performance of informal
businesses. Fig. 1 below shows the conceptualization model employed in
this study, which was adapted from the works of Dai et al. (2015) and
Agyapong et al. (2017).
3.1. Social capital and business performance
Social capital basically comprises the all existing and prospective
resources available to an actor via his relationship network (Nahapiet
and Ghostal, 1998). The social capital resources available to an entrepreneur tend to make all the difference in their business performance.
Such that through social capital, easy access to intellectual, ﬁnancial and
cultural capital resource, which are very vital for efﬁcient business performance, is ensured (Bourdieu, 1985). Apart from being able to provide
easy access to these other vital capital resources, social capital can as well
serve as a complement or substitute to them (Adler and Kwon, 2002). In
serving as a substitute, entrepreneurs can compensate for their lack or
limited access to ﬁnancial and intellectual capital via superior network of
relationships. As a complement, social capital can ensure ﬁnancial efﬁciency and intellectual efﬁciency through the reduction of transaction
costs (Lazerson, 1995) and knowledge sharing (Florin et al., 2003). As a
result of these two vital roles social capital is able to play, it can be said to
be an efﬁcient capital in ensuring sustainable competitive advantage for a
business.

H2. Internal Social Capital has a positive signiﬁcant effect on ﬁnancial
performance
3.3. Internal social capital and non-ﬁnancial performance
Through interaction with internal social networks mostly comprising
family and friends, informal entrepreneurs are able to enjoy easy access
to market intelligence information and strategic advice which enables
sustained competitive advantage. Internal social capital interactions also
enable the easy accumulation of intellectual resources through knowledge sharing and mental collaborations which would enhance improved
product or service quality (Florin et al., 2003).

Internal

Financial

External

Non-Financial

Fig. 1. Conceptualization model.
Source: Adapted and modiﬁed from the works of Dai et al. (2015) and Agyapong et al. (2017).
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3.6. Methodology

Research has also suggested the adoption of social capital for family
ﬁrms that aim to pursue innovation (Agyapong et al., 2017). Sanchez-Famoso et al. (2014) also added that the innovative capability of a
ﬁrm depends on its ability to utilize the internal social capital resources
at its disposal. This innovation which could be in form of product
development, market development, and process control is highly essential for improved business performance in the informal sector because
Nigerian customers highly price sensitive such that they always want to
get the almost perfect value for their money in terms of high-quality
products and services. Ability to meet their needs, therefore, requires a
sufﬁcient level of innovation. This innovation could, therefore, be achieved through the amassment of intellectual capital which is a vital
resource available via internal social capital linkages and connections.
Based on the above arguments, we propose the following hypothesis:

The aim of this study was to investigate the effect of internal and
external social capital resources on the ﬁnancial and non-ﬁnancial performance of enterprises in the informal sector. In achieving this, the
cross-sectional survey design was adopted. This is because this research
was interested in observing at only one point in time, the sample subjects
without any attempt to manipulate them. While the selected survey
method is quick, easy and inexpensive, it is not without its ﬂaws, such
that it cannot be used to analyse behaviour over a period of time in form
of trends (Sedgwick, 2014).
The scope of this study was conﬁned to the Lagos state, which is in the
western region of Nigeria. The decision to use Lagos as our study population is justiﬁed by the following fact; as a state, it accounts for 30% of
the economic activities in Nigeria, it has the largest collection of formal
and informal employees in Nigeria, and it is the ﬁnancial hub of Nigeria.
However, the study is further delimited to the Ikeja Local Government
Area of Lagos state. Ikeja was also selected because even in Lagos, most
informal enterprises are domiciled and operated in the Ikeja region.
Based on the homogenous nature of business enterprises which operate
in the informal sector, a sample size of 650, considered large and
representative enough, was selected for this study (Agyapong et al.,
2017). A simple random sampling technique was adopted in the selection
and collection of data from these 650 informal business owners.
Primary data was therefore collected through a survey of informal
business owners who served as our research respondents. In the collection of these data, the self-administered questionnaire which was
designed by the authors was used (For further details, please see the
Appendix). Prior to this, a pilot test was carried out with 26 informal
business owners so as to test the degree at which the questionnaire is
accurate, some minor adjustments were made to the questions based on
this pilot survey. The main survey was conducted between 21st October
and December 2nd, 2018 with the aid of two research assistant personnel.
During the data collection process, 643 questionnaires were returned,
resulting in a 99% response rate, but out of them, 43 questionnaires were
either incorrectly ﬁlled or uncompleted, therefore they were discarded.
As a result, our ﬁnal sample size for data analysis was 600. Cronbach
Alpha and composite reliability were used in testing for the reliability of
the chosen instrument, descriptive statistical analysis was done using
SPSS version 23 and our research data was analysed via hypothesis
testing using structural equation modeling (SEM-PLS) partial least square
method version 3.2 (Pratono, 2018).
In collecting and analysing the research data, ethical approval was
granted for the adoption of our research instrument by the Landmark
University ethical committee.

H3. Internal Social Capital has a positive signiﬁcant effect on nonﬁnancial performance
3.4. External social capital and ﬁnancial performance
The existence of a strong positive relationship with external social
networks of people relating to the business such as loyal customers,
suppliers and professional associations/market authorities would have a
positive impact on the sales revenue and proﬁtability level of an informal
business enterprise. In the case of customer loyalty, we ﬁnd in the work of
Jones and Taylor (2012) that these loyal customers are usually more than
willing to pay more for a product or service and unlike many Nigerian
consumers, they tend not to try to beat down the price given to them
based on the existence of a relationship. Building strong and close links
with market authorities and trade associations tend to facilitate access to
valuable market information at a reduced cost (Landry, et al., 2002).
Granovetter (1985, pp. 540) also adds that these lower price access to
valuable market information is being compensated for by the effort made
by an informal entrepreneur in building relationships with parties
involved.
Finally, on the part of suppliers, just as identiﬁed in the work of
Fafchamps and Minten (2002), ﬁnancial efﬁciency is ensured via cost
reduction in raw material acquisition, but this comes at the expense of
building and maintaining close links with these suppliers.
Based on the above arguments, we propose the following hypothesis:
H4. External Social Capital has a positive signiﬁcant effect on ﬁnancial
performance.

3.5. External social capital and non-ﬁnancial performance

3.7. Measurement of constructs

Through the establishment of a strong relationship with these
external social networks whom could be in the form of loyal customers
and suppliers, an informal business enterprise could enjoy a sustainable
competitive advantage. Dai et al. (2015) noted that strong external relationships enable informal enterprises to obtain valuable market information from market authorities and trade/professional associations,
thereby increasing the market share of such enterprise. Such valuable
market information serves as external knowledge acquisition. This
knowledge acquisition is a mechanism through which a business enterprise integrates ideas and expertise from its external business environment, into its existing knowledge base (Ortiz et al., 2017) thereby
ensuring that it competes successfully (Liao and Marsillac, 2015). Strong
customer relationships could lead to customer loyalty which is usually
manifested by repurchase intentions, customer preference (Jones and
Taylor, 2012) and sales referrals, thereby ensuring increased market
share. Based on the above arguments, we propose the following
hypothesis:

This section entails the discussion of major constructs adopted in this
research: Firm Performance and Social Capital.
3.7.1. Performance
This construct was measured on the basis of ﬁnancial and nonﬁnancial performance. Indicators of the ﬁnancial performance consisted of revenue earnings, market share growth, returns on investment,
cost efﬁciency and overall ﬁnancial performance. (Eluyela et al., 2018a;
Eluyela, et al., 2018b). While the indicators of non-ﬁnancial performance
consist of product quality, customer satisfaction, customer preference,
customer loyalty, customer service, product/service innovation,
patronage, competitive position, and market size. In measuring these
ﬁnancial and non-ﬁnancial performance variables, subjective measures
were adopted such that respondents were asked to compare their
ﬁnancial and non-ﬁnancial performance with that of their competitors on
a 5-point scale (1 ¼ much worse than competitors; 5 ¼ much better than
competitors). The decision to adopt subjective measures when assessing
ﬁnancial and non-ﬁnancial performance is due to ﬁndings that subjective

H5. External Social Capital has a positive signiﬁcant effect on nonﬁnancial performance.
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Table 1
Overall descriptive statistical table.
Statistics

N

Valid
Missing

Mean
Std. Deviation
Minimum
Maximum

Duration Of Firm Existence

Ownership Structure

Ownership Type

Firm Industry

Business Engagement Level

Firm Size

600
0
2.5017
1.23391
1.00
5.00

600
0
1.2883
.50888
1.00
3.00

600
0
1.7933
.40525
1.00
2.00

600
0
3.1367
1.08009
1.00
4.00

600
0
1.2217
.41571
1.00
2.00

600
0
1.5733
.64185
1.00
4.00

Source: Field survey (2019).

(8.5%) ﬁrms had existed for a duration of 7–8years, and 61 (10.2%) ﬁrms
had existed for a duration of more than 8years.
The results in Table 3 show that the ownership structure operated by
443 (73.8%) ﬁrms was sole proprietorship ownership structure, the
ownership structure of 141 (23.5%) was partnership, and 16 (2.7%) ﬁrms
had ownership structures other than sole proprietorship and partnership.
The results in Table 4 show that 124 (20.7%) ﬁrms were familyowned, while 476 (79.3%) were non-family owned.
The result in Table 5 shows that 78 (13%) ﬁrms were in the
manufacturing sector, 80 (13.3%) ﬁrms were in the retail sector, 124
(20.7%) ﬁrms were in the textile sector, and 318 (53%) were in the
service sector.
The result in Table 6 shows that 467 (77.8%) ﬁrms were operated on
a full-time basis, while 133 (22.2%) were operated on a part-time basis.
The result in Table 7 shows that 303 (50.5%) ﬁrms had 0-3 employees/apprentices, 253 (42.2%) ﬁrms had 4-7 employees/apprentices,
41 (6.8%) ﬁrms had 8-11 employees/apprentices, while 3 (0.5%) ﬁrms
had above 11 employees/apprentices.

measures are more easily reached than objective measures, thereby
making them very vital, reliable and valid (Richard et al., 2010; Sciascia
and Mazzola, 2008; Dess and Robinson, 1984).
3.7.2. Social capital
Social capital was measured on the basis of internal and external
social capital resources. Indicators of internal social capital resources
consisted easy access to business advice, knowledge sharing, patronage
and referrals from the internal social networks of people available to an
entrepreneur, comprising majorly of family and friends, as well as employees/apprentices. In measuring internal social capital, family, friends,
employees/apprentices were adopted. While the indicators of external
social capital resources consisted strong rapport with loyal customers,
suppliers, market authorities and other relevant authorities leading to
brand loyalty, referrals, access to valuable market information at little or
no cost and cost reduction in raw material acquisition. However, it is
important to note that the sub-variables (customers, suppliers and market
authorities) chosen to measure external social capital are just subcomponents of the total external social capital (Westlund, 2006, pp. 52;
Westlund and Nilsson, 2005). Subjective measures were also adopted to
measure the extent to which the respondents enjoyed the existence of
internal and external social capital resources in their respective business
ﬁrms on a 5-point scale (1 ¼ strongly disagree; 5 ¼ strongly agree).

4.1. Measurement model assessment
Structural Equation Modeling (SEM) is used on the theoretical
framework. Partial Least Square (PLS) method can handle many independent variables, even when multicollinearity exists. PLS can be
implemented as a regression model, predicting one or more dependent
variables from a set of one or more independent variables or it can be
implemented as a path model. Partial Least Square (PLS) method can
associate with the set of independent variables to multiple dependent
variables (Khoi and Van Tuan, 2018; Latan and Noonan, 2017; Wong,
2013).

3.7.3. Control variables
This study controlled for ﬁrm age alone as proxy by duration of ﬁrm
existence as a non-perceptual measure (Atinc et al., 2012) to reduce error
terms and increase statistical power (Becker, 2005). Moreover, the works
of O'Neill, (2004); O’Neill and Xiao, (2006); and Xiao et al. (2012),
suggested that performance could be inﬂuenced by a ﬁrm's age. In controlling for ﬁrm age, this research took into account the duration of ﬁrm
existence (Dai et al., 2015).

Table 2
Duration of ﬁrm existence.

4. Results and discussion
The study conducted a descriptive statistical analysis to look into the
overall mean and standard deviation, so as to determine the distributions
of the coefﬁcient of variation (see Table 1).
The overall mean values indicate the ﬁrm industry and duration of
ﬁrm existence in terms of ﬁrm age are with the highest mean value
among the alternatives under examination. It is an indication that the
types of ﬁrm industry in the society coupled with the ﬁrm age exercise
the greatest degree of inﬂuence on business performance with the highest
mean value of 3.14 and 2.50 respectively. Likewise, the standard deviations are greater than one; which is an indication that there is a
relatively high variation among the respondents as to the inﬂuence and
effect of ﬁrm age and the types of industry on business performance.
However, ownership structure, ownership types, business engagement
level, and ﬁrm size have distributions with a coefﬁcient of variation
lower than 1 are considered being low-variance with the distributions.
The results in Table 2 show that 147 (24.5%) ﬁrms had existed for a
duration of 1–2 years, 178 (29.7%) ﬁrms had existed for a duration of
3–4years, 163 (27.2%) ﬁrms had existed for a duration of 5–6 years, 51

Valid

1–2years
3–4years
5–6years
7–8years
above
8years
Total

Frequency

Percent

Valid
Percent

Cumulative
Percent

147
178
163
51
61

24.5
29.7
27.2
8.5
10.2

24.5
29.7
27.2
8.5
10.2

24.5
54.2
81.3
89.8
100.0

600

100.0

100.0

Source: Field survey (2019).
Table 3
Ownership structure.

Valid

sole
proprietorship
Partnership
Others
Total

Frequency

Percent

Valid
Percent

Cumulative
Percent

443

73.8

73.8

73.8

141
16
600

23.5
2.7
100.0

23.5
2.7
100.0

97.3
100.0

Source: Field survey (2019).
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4.2. Indicator reliability

Table 4
Ownership type.

Valid

family-owned
nonfamilyowned
Total

Frequency

Percent

Valid
Percent

Cumulative
Percent

124
476

20.7
79.3

20.7
79.3

20.7
100.0

600

100.0

100.0

Frequency

Percent

Valid
Percent

Cumulative
Percent

78
80
124
318
600

13.0
13.3
20.7
53.0
100.0

13.0
13.3
20.7
53.0
100.0

13.0
26.3
47.0
100.0

This represents how much of the variation in an item is explained by a
variable (Taylor and Geldenhuys, 2019; Asgari, 2016; Hair et al., 2013b).
Indicator reliability was assessed using the outer loadings as shown
below. Higher outer loading on a variable indicates that the associated
measure has much in common, that is measured by the variable (Taylor
and Geldenhuys, 2019; Hair et al., 2013b; Wong, 2013). Memon and
Rahman (2014) and Hair et al., 2013b also suggested that items having a
loading >0.70 should be retained, items having an outer loading value >
0.40 should be omitted and that its impact on the average variance
extracted (AVE) and composite reliability (CR) of the variable should be
analyzed. If the AVE and CR of the variable reach above the threshold
value, then the given item should be omitted; otherwise, it should be
retained. Seven reﬂective measures from sub-constructs of social capital
(SC), two from internal social capital (ISC) along with one reﬂective indicator from business performance (BP) were omitted. Omitting these
items resulted in an increase in CR and AVE above the suggested
threshold values of 0.70 and 0.50, respectively (Hair et al., 2013b). We
next provide the assessment of our structural model.

Source: Field survey (2019).

Table 5
Firm industry.

Valid

manufacturing
Retail
Textile
Service
Total

Source: Field survey (2019).

4.3. Measurement model assessment

Table 6
Business engagement level.

Valid

full-time
engagement
part-time
engagement
Total

Frequency

Percent

Valid
Percent

Cumulative
Percent

467

77.8

77.8

77.8

133

22.2

22.2

100.0

600

100.0

100.0

In PLS-SEM, assessment of the measurement model (also referred to
as the outer model) includes CR to evaluate internal consistency, individual indicator reliability, and AVE to evaluate convergent validity
(Hair et al., 2013b).

4.4. Consistency and reliability

Source: Field survey (2019).

As indicated in Table 8, to access the convergent validity, analysis of
the factors loading, of the CR and the AVE were simultaneously used. The
convergent validity indicated that all factors loading were signiﬁcant at
0.01. In this reﬂective model, convergent validity was tested through
composite reliability or Cronbach's alpha. Composite reliability (CR) is
the measure of reliability since Cronbach's alpha sometimes underestimates the scale reliability (Khoi and Van Tuan, 2018; Latan and
Noonan, 2017; Wong, 2013).
According to Henseler et al. (2009), R2 values of .67, .33, and .19 are
substantial, moderate, and weak respectively. The coefﬁcient of determination results reﬂects that FP and NFP R2 is substantial while R2 BP is
moderate in the usefulness of a regression model as shown in Table 2.
Table 9 shows that CR varied from 0.847 to 0.911 which was above
the preferred value of 0.5. This proves that the model is internally
consistent. All constructs factor loading exceeded the 0.50 cut-off, with
the exception of (ESC) External Social capital (AVE ¼ 0.412). However,
the ESC dimensions were found to have adequate convergent validity
based on their high composite reliability (>0.70) (Gerbing and Anderson, 1988).

Table 7
Firm size.

Valid

0-3 employees/
apprentices
4-7 employees/
apprentices
8-11employees/
apprentices
above 11
employees/
apprentices
Total

Frequency

Percent

Valid
Percent

Cumulative
Percent

303

50.5

50.5

50.5

253

42.2

42.2

92.7

41

6.8

6.8

99.5

3

.5

.5

100.0

600

100.0

100.0

Source: Field survey (2019).

Fig. 2 above is based on the conceptual framework that has been
designed earlier in this paper (see Fig. 1), an inner and outer model was
therefore developed in SmartPLS showing the path-coefﬁcient between
social capital (SC) and business performance (BP) without the control
variable of ﬁrm age (duration of ﬁrm existence-FE). The study path coefﬁcients which would be developed later in this paper would show the
strength of the relationships amongst all variables of social capital (internal social capital- ISC and external social capital-ESC) and business
performance (ﬁnancial performance-FP and non-ﬁnancial performanceNFP), to verify whether these relationships are statistically signiﬁcant.
The labels ISC1-8, ESC1-6, FP1-3 and NFP1-6 signify each construct
representing internal social capital (ISC), external social capital (ESC),
ﬁnancial performance (FP) and non-ﬁnancial performance (NFP) as
shown in the questionnaire questions in each section of these constructs
(ISC, ESC, FP, NFP) (see appendix).

4.5. Discriminant validity
To support the construct validity of the outer model, it was necessary
to establish the discriminant validity. Discriminant validity reﬂects the
extent to which the measure is unique and not simply a reﬂection of other
variables (Peter and Churchill, 1986). The criterion and cross-loading
scores of Fornell and Larcker (1981) were used to establish discriminant validity. Table 3 demonstrates that the square roots of AVE for all
latent variables were higher than the inter-construct correlations (Fornell
and Larcker, 1981) and therefore, they conﬁrm discriminant validity.
Further, all indicators of individual loadings were found to be higher
than their respective cross-loadings (Hair et al., 2013b). This provides
additional evidence for discriminant validity (see Tables 10–13).
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Fig. 2. Conceptual model.
Source: Author's Computation (2019)

to examine the coefﬁcient's statistical signiﬁcance (Vinzi et al., 2010).
As discussed earlier, Fig. 3 above is based on the conceptual framework that has been designed earlier in this paper (see Fig. 1 and Fig. 2).
An inner and outer model was therefore developed in SmartPLS showing
the path-coefﬁcient between social capital (SC) and business performance (BP) without the control variable of ﬁrm age. The study path
coefﬁcients, therefore, denoted the strength of the relationships amongst
all variables of social capital (internal social capital- ISC and external
social capital-ESC) and business performance (ﬁnancial performance-FP
and non-ﬁnancial performance-NFP), to verify whether these relationships are statistically signiﬁcant.

4.6. Assessment of formative model
Performance is a formative construct in the PLS path model and it is
assessed for validity for Collinearity issue and signiﬁcance and relevance
of indicators (by checking outer weights and outer loadings) (Eniola,
2018; Eniola and Entebang, 2017). All indicators have a VIF value <5 as
shown in Table 4. Hence, there is no collinearity issue present between
the indicators.

4.7. Regression analysis
Figs. 3 and 4, shows the path coefﬁcient for the direct relationship
between SC and other constructs. Nonparametric bootstrapping routine
advocated by Vinzi et al. (2010), has been used on 122 data points and
5000 samples. “Bootstrapping is a re-sampling approach that draws
random samples (with replacements) from the data and uses these samples
to estimate the path model multiple times under slightly changed data
constellations” (Hair et al., 2013a, pp. 162). The main purpose of bootstrapping is to calculate the standard error of coefﬁcient estimates in order

4.8. The assessment of the hypotheses testing procedures
As shown in Table 6 to test the hypothesis, Running the PLS algorithm
and Bootstrapping calculations in SmartPLS software provided the path
coefﬁcient of these relations which denotes the strength of the relationships and P value for verifying whether the relationship is statistically
signiﬁcant.
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Table 8
Factor loading.
Loading

Business Performance
(BP)

Financial Performance
(FP)

FP
FP1
FP2
FP3
NFP
NFP1
NFP2
NFP3
NFP4
NFP5
NFP6
ESC
ESC1
ESC2
ESC3
ESC4
ESC5
ESC6
ESC7
ISC
ISC1
ISC2
ISC3
ISC4
ISC5
ISC6
ISC7
ISC8

0.399
0.786
0.786
0.790
0.723
0.716
0.687
0.715
0.734
0.731
0.725

0.525
0.859
0.867
0.828

Non-Financial Performance
(NFP)

Social Capital
(SC)

External Social Capital
(ESC)

0.534
0.589
0.585
0.581
0.507
0.462
0.537
0.455
0.245
0.221
0.234
0.572
0.579
0.616
0.565
0.425
0.053

0.658
0.672
0.729
0.712
0.638
0.556
0.608
0.534

Internal Social Capital
(ISC)

0.744
0.779
0.761
0.781
0.800
0.780
0.757

0.359
0.742
0.760
0.803
0.766
0.663

Source: Author's Computation (2019)

positively signiﬁcant relationship between internal social capital and
non-ﬁnancial performance (with a p-value of 0.043; <0.05), thus
providing support for H3; Existence of a positively insigniﬁcant relationship between external social capital and ﬁnancial performance (with
a p-value of 0.692; >0.05), thus not providing empirical support for H4;
Existence of a positively insigniﬁcant relationship between external social capital and non-ﬁnancial performance (with a p-value of 0.791;
>0.05), thus not providing empirical support for H5.
As discussed earlier, Fig. 4 above is based on the conceptual framework that has been designed earlier in this paper (see Fig. 1–3). An inner
and outer model was therefore developed in SmartPLS showing the pathcoefﬁcient between social capital (SC) and business performance (BP)
with the control variable of ﬁrm age. The study path coefﬁcients,
therefore, denoted the strength of the relationships amongst all variables
of social capital (internal social capital- ISC and external social capitalESC), business performance (ﬁnancial performance-FP and nonﬁnancial performance-NFP) and ﬁrm age (FE-ﬁrm existence), to verify
whether these relationships are statistically signiﬁcant.
From the table above, the results are a little different from that of the
ﬁrst analysis which was done without the control variable of ﬁrm age,
although consistent with ﬁndings from previous analysis such as; the
existence of a positively signiﬁcant relationship between social capital
and business performance (with a p-value of <0.01); the existence of a
positively signiﬁcant relationship between internal social capital and
non-ﬁnancial performance (with a p-value of 0.047; <0.05) the existence
of a positively insigniﬁcant relationship between external social capital

Table 9
Construct reliability and validity.
Variables

No of
Items

Cronbach's
Alpha

External Social
Capital (ESC)
Internal Social
Capital (ISC)
Financial
Performance
(FP)
Non-Financial
Performance
(NFP)
Business
Performance
(FP)

8

R
Square

Composite
Reliability

Average
Variance
Extracted
(AVE)

0.794

0.847

0.412

5

0.807

0.866

0.564

3

0.829

0.829

0.898

0.746

7

0.887

0.870

0.911

0.595

0.290

Source: Author's Computation (2019)

From the table above, results show the following; Existence of a
positively signiﬁcant relationship between social capital and business
performance (with a p-value of <0.01), thus providing support for earlier
stated hypothesis (H1); Existence of a positively insigniﬁcant relationship
between internal social capital and ﬁnancial performance (with a p-value
of 0.054; >0.05), thus not providing support for H2; Existence of a

Table 10
Correlations and measures of validity among variables.
Variables

AVE

External Social Capital

Financial Performance

Internal Social Capital

Non-Financial Performance

External Social Capital (ESC)
Financial Performance (FP)
Internal Social Capital (ISC)
Non-Financial Performance (NFP)

0.412
0.746
0.564
0.595

0.642
0.429
0.250
0.444

0.864
0.266
0.707

0.751
0.367

0.771

Source: Author's Computation (2019)
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Table 11
Assessment of Formative model.

Table 13
Path Coefﬁcients for Hypothesis Analysis with a control variable.

Collinearity Statistics (VIF)
Outer VIF Values
ESC
ESC1
ESC2
ESC3
ESC4
ESC5
ESC6
ESC7
FP1
FP2
FP3
ISC3
ISC4
ISC5
ISC6
ISC7
NFP
NFP1
NFP2
NFP3
NFP4
NFP5
NFP6

1.851
1.917
1.788
1.652
1.454
1.351
1.634
1.499
1.955
2.111
1.741
1.629
1.740
1.844
1.769
1.527
2.153
2.525
1.939
2.019
2.223
2.330
2.031

Social Capital - >
Business
Performance
(BP) (H1)
Internal Social
Capital (ISC) > Financial
Performance
(FP) (H2)
Internal Social
Capital (ISC) > NonFinancial
Performance
(NFP) (H3)
External Social
Capital (ESC) > Financial
Performance
(FP)_(H4)
External Social
Capital (ESC) > NonFinancial
Performance
(NFP) (H5)

Source: Author's Computation (2019)

Table 12
Path coefﬁcients for hypothesis analysis.

Social Capital - >
Business
Performance
(BP) (H1)
Internal Social
Capital (ISC) > Financial
Performance
(FP) (H2)
Internal Social
Capital (ISC) > NonFinancial
Performance
(NFP) (H3)
External Social
Capital (ESC) > Financial
Performance
(FP)_(H4)
External Social
Capital (ESC) > NonFinancial
Performance
(NFP) (H5)

Original
Sample
(O)

Sample
Mean
(M)

Standard
Deviation
(STDEV)

T
Statistics
(jO/
STDEVj)

P
Values

0.539

0.554

0.032

16.802

0.000

0.055

0.055

0.029

1.929

0.054

0.048

0.042

0.023

2.031

0.043

0.009

0.009

0.023

0.397

0.692

Original
Sample
(O)

Sample
Mean
(M)

Standard
Deviation
(STDEV)

T
Statistics
(jO/
STDEVj)

P
Values

0.514

0.529

0.030

16.874

0.000

0.056

0.055

0.028

2.019

0.044

0.044

0.038

0.022

1.990

0.047

0.008

0.007

0.025

0.336

0.737

0.004

0.010

0.022

0.185

0.853

***: p < 0.001; **: p < 0.01; *: p < 0.05.
Source: Author's Computation (2019)

4.9. Theoretical ﬁndings
The ﬁndings of this work relate to the social capital theory. From the
structural, relational and cognitive perspectives of this theory, it was
discovered in this research that Nigerian informal entrepreneurs possess
stronger connections with their internal social networks in which they
share the same values, norms, and beliefs validated by trustworthiness,
unlike their external social networks validated by less trustworthiness
and emotional attachments, but more legitimacy (Stam et al., 2014; Hite
and Hesterly, 2001; Stinchcombe, 1965). This legitimacy is, however, not
enjoyed by most (81.3%) of the Nigerian informal enterprises investigated in this research because they were in existence between 1-6 years
ago, and this period represents the formative/introductory stage of an
informal business enterprise.
5. Discussion and conclusions

0.006

0.011

0.021

0.266

This study contributes to existing research on the subject of social
capital by investigating the effects of internal and external social capital
on the ﬁnancial and non-ﬁnancial performances of ﬁrms in the Nigerian
informal sector. Prior to this study, various studies had investigated the
effect of social capital on business performance as a whole without stated
emphasis on internal or external social capital, ﬁnancial or non-ﬁnancial
performance (Stam et al., 2014), some studies investigated the effect of
internal and external social capital on only ﬁnancial performance (Dai
et al., 2015), effect of only internal social capital on sales performance
(Bachrach et al., 2016), effect of only internal social capital on
non-ﬁnancial performance (Madhavaram and Hunt, 2017; Mani and
Lakhal, 2015), effect of only external social capital on ﬁnancial performance (Zhang and Fung, 2006), and effect of only external social capital
on non-ﬁnancial performance (Chang et al., 2011). To the best of the
researcher's knowledge, no research had investigated the effect of both
internal and external social capital on the ﬁnancial and non-ﬁnancial
performance of a ﬁrm in the informal sector as a whole. Various
studies had also had also focused on developed economies like Europe

0.791

***: p<0.001; **: p < 0.01; *: p < 0.05.
Source: Author’s Computation (2019)

and ﬁnancial performance (with a p-value of 0.737; >0.05); and the
existence of a positively insigniﬁcant relationship between external social capital and non-ﬁnancial performance (with a p-value of 0.853;
>0.05). The only alteration in this ﬁnding revealed the presence of a
positively signiﬁcant relationship between internal social capital and
ﬁnancial performance (with a p-value of 0.044; <0.05), thus providing
support for H2.
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Fig. 3. Path-Coefﬁcient between social capital (SC) and business performance (BP) without the control variable.
Source: Author's Computation (2019)

comparatively investigate the following with and without involving the
control variable of ﬁrm age;

and North America (Cantner and Stuetzer, 2010; Ndofor and Priem,
2011; Patel and Terjesen, 2011; Patel and Terjesen, 2011; Brink, 2011)
and African countries like Ghana and Kenya (Agyapong et al., 2017;
Bradley et al., 2012), but none in Nigeria till date.
This study contributed to existing knowledge by picking up on the
suggestions for further research in the work of Dai et al. (2015), recommending that further studies should comparatively examine the effect
of internal and external social capital on ﬁrm ﬁnancial and non-ﬁnancial
performance. And lastly, this research contributed by involving the
control variable of ﬁrm age in inﬂuencing the effect of internal and
external social capital on ﬁrm ﬁnancial and non-ﬁnancial performance.

a.
b.
c.
d.

The effect of internal social capital on ﬁrm ﬁnancial performance
The effect of internal social capital on ﬁrm non-ﬁnancial performance
The effect of external social capital on ﬁrm ﬁnancial performance
The effect of external social capital on ﬁrm non-ﬁnancial performance

Without involving the control variable of ﬁrm age, the following
ﬁndings revealed thus;
a. Social capital has a signiﬁcant effect on ﬁrm performance:
This ﬁnding is consistent with the works of Agyapong et al. (2017) and
Stam et al. (2014).
b. Internal social capital has no signiﬁcant effect on ﬁrm ﬁnancial
performance:
This ﬁnding is consistent with the work of Dai et al. (2015) who suggested that internal social capital may likely have a positive signiﬁcant
effect on non-ﬁnancial performance instead, but this ﬁnding is inconsistent with the work of Bachrach et al. (2016).
c. Internal social capital has a signiﬁcant effect on ﬁrm non-ﬁnancial
performance
This ﬁnding is consistent with the work of Bachrach et al. (2016),
Madhavaram and Hunt, (2017), Mani and Lakhal, (2015), and the
suggestion of Dai et al. (2015) as earlier stated.
d. External social capital has no signiﬁcant effect on ﬁrm ﬁnancial
performance:

5.1. Research limitations and suggestions for further studies
While conducting this research, some limitations were encountered.
The study was delimited to the Lagos informal sector and used to
represent the entire Nigeria informal sector. Future research should
geographically cover a wider region in terms of scope for better representativeness, comparative analyses of informal sectors amongst
informal economies in Africa or other continents could be carried out.
Lastly, future researches should investigate the impact of internal and
external social capital on ﬁnancial and non-ﬁnancial performance in
other sectors of the economy such as the hospitality and service sector.
5.2. Conclusion and recommendations
This research investigates the effect of social capital on ﬁrm performance in the Nigerian informal sector. The research also aims to
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O.O. Akintimehin et al.

Heliyon 5 (2019) e02024

Fig. 4. Path-Coefﬁcient between SC and BP with a control variable.
Source: Author's Computation (2019)

This ﬁnding is inconsistent with the work of Dai et al. (2015) and
Zhang and Fung, (2006).
e. External social capital has no signiﬁcant effect on ﬁrm non-ﬁnancial
performance:
This ﬁnding is inconsistent with the work of Chang et al., 2011 .

support and contributions, as well as interest-free loans whenever needed,
mostly at the introductory stages of these ﬁrms, in which external ﬁnancial
resource providers who form part of the external social capital would be
reluctant to offer any kind of ﬁnancial support assistance since the business
lacks legitimacy at its formative stage.

While involving the control variable of ﬁrm age, the following
ﬁndings revealed thus;

c. Internal social capital has a signiﬁcant effect on ﬁrm non-ﬁnancial
performance
d. External social capital has no signiﬁcant effect on ﬁrm ﬁnancial
performance
e. External social capital has no signiﬁcant effect on ﬁrm non-ﬁnancial
performance

a. Social capital has a signiﬁcant effect on ﬁrm performance
b. Internal social capital has a signiﬁcant effect on ﬁrm ﬁnancial
performance
This ﬁnding is consistent with the work of Mani and Lakhal, (2015),
Bachrach et al., (2016) and Sanchez-Famoso et al. (2014). Nevertheless,
internal social capital had no signiﬁcant effect on ﬁrm ﬁnancial performance when the control variable of ﬁrm age was not involved, this shows a
discrepancy. This discrepancy, therefore, reveals that this signiﬁcance is
majorly dependent on ﬁrm age. This dependence is as a result of the fact
that from the descriptive statistics, 81.3% of the ﬁrms in this research were
in existence between 1-6 years ago, and this period represents the formative/introductory stage of an informal business enterprise. Thus this
ﬁnding shows consistency with earlier review of literature (Stam et al.,
2014; Stinchcombe, 1965) which claims that internal social capital in
form of mostly family, friends and employees/apprentices tend to enhance
the ﬁnancial performance of a ﬁrm via offering of abundant ﬁnancial

Our ﬁndings in the context of the Nigerian informal sector emphasizes the need for entrepreneurs to pay close attention to its internal
social capital as they appeared to have signiﬁcant effects on ﬁnancial and
non-ﬁnancial aspects of business performance. Despite the fact that
external social capital appeared to have a non-signiﬁcant effect on both
ﬁnancial and non-ﬁnancial performance due to the peculiarity of the
Nigerian informal sector, they are as well important, there is a possibility
of them being more important than internal social capital as their businesses become more established and mature, because by then, they
would have superior legitimacy, thereby making it easier to enjoy
ﬁnancial and non-ﬁnancial resources from external social capital sources
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(Hite and Hesterly, 2001) without any unnecessary emotional
attachments.
Nevertheless, it is important for entrepreneurs to build on their
existing internal social capital especially in periods where their respective businesses are still in the formative stage. It is also recommended for
informal entrepreneurs to maintain quality relationships with their
families, friends, and colleagues, and to ensure absolute trust and social
cohesion between themselves and their respective business partners,
employees or apprentices.

Batjargal, B., 2003. Social capital and entrepreneurial performance in Russia: a
longitudinal study. Organ. Stud. 24 (4), 535–556.
Becker, T.E., 2005. Potential problems in the statistical control of variables in
organizational research: a qualitative analysis with recommendations. Organ. Res.
Methods 8 (3), 274–289.
Bhagavatula, S., Elfring, T., van Tilburg, A., van de Bunt, G.G., 2010. How social and
human capital inﬂuence opportunity recognition and resource mobilization in India's
handloom industry. J. Bus. Ventur. 25, 245–260.
Bourdieu, P., 1985. The forms of capital. In: Richardson, J.G. (Ed.), Handbook of Theory
and Research for the Sociology of Education. Greenwood, New York, pp. 241–258.
Bradley, S.W., McMullen, J.S., Artz, K., Simiyu, E.M., 2012. Capital is not enough:
innovation in developing economies. J. Manag. Stud. 49 (4), 684–717.
Brink, T., 2011. What connections in networks of private entrepreneurs are related to
growth? J. Depopulation Rural Dev. Stud. 11, 57–82.
Cantner, U., Stuetzer, M., 2010. The use and effect of social capital in new venture
creation-Solo Entrepreneurs vs. New Venture Teams. Jena Econ. Res. Pap.
2010–2012.
CBN/FOS/NISER (Central Bank of Nigeria/Federal Ofﬁce of Statistics/ Nigerian Institute
for Social & Economic Research), 2001. A study of Nigeria’s informal sector. In:
Statistics on Nigeria’s informal sector, Volume 1. CBN, Abuja.
Chang, K., Wong, J., Li, Y., Lin, Y., Chen, H., 2011a. External social capital and
information systems development team ﬂexibility. Inf. Softw. Technol. 53 (2011),
592–600.
Chima, O., 2016. Nigeria’s Untapped Informal Sector. Retrieved from This Day website:
http://www.thisdaylive.com/index.php/2016/08/31/nigerias-untapped-informal
sector/. (Accessed May 2018).
Clarke, R., Chandra, R., Machado, M., 2016. SMEs and social capital: exploring the
Brazilian context. Eur. Bus. Rev. 28 (1), 2–20.
Dai, W.D., Mao, Z.E., Zhao, X.R., Mattila, A.S., 2015. How does social capital inﬂuence the
hospitality ﬁrm's ﬁnancial performance? The moderating role of entrepreneurial
activities. Int. J. Hosp. Manag. 51, 42–55.
Dess, G.G., Robinson, R.B., 1984. Measuring organizational performance in the absence of
objective measures: the case of the privately-held ﬁrm and conglomerate business
unit. Strateg. Manag. J. 5, 265–273.
Eluyela, D.F., Akintimehin, O.O., Okere, W., Ozordi, E., Osuma, G.O., Ilogho, S.O.,
Oladipo, O.A., 2018a. Datasets for board meeting frequency and ﬁnancial
performance of Nigerian deposit money banks. Data in Brief 19, 1852–1855.
Eluyela, D.F., Akintimehin, O.O., Okere, W., Ozordi, E., Osuma, G.O., Ilogho, S.O.,
Oladipo, O.A., 2018b. Board meeting frequency and ﬁrm performance: examining the
nexus in Nigerian deposit money banks. Heliyon 4, 850.
Eniola, A.A., 2018. SME ﬁrm characteristics impact on the choice of sources of ﬁnancing
in South-West, Nigeria. Int. J. Bus. Glob. 21 (3), 344–366.
Eniola, A.A., Entebang, H., 2017. SME managers and ﬁnancial literacy. Glob. Bus. Rev. 18
(3), 559–576.
Fafchamps, M., Minten, B., 2002. Returns to social network capital among traders. Oxf.
Econ. Pap. 54, 173.
Felicio, J.A., Couto, E., Caiado, J., 2014. Human capital, social capital and organizational
performance. Manag. Decis. 52 (2), 350–364.
Florin, J., Lubatkin, M., Schulze, W., 2003. A social capital model of high-growth
ventures. Acad. Manag. J. 46, 374–384.
Formal and Informal Sector Split of Gross Domestic Product, 2016, June. National Bureau
of Statistics, p. 1.
Fornell, C., Larcker, D.F., 1981. Evaluating structural equation models with unobservable
variables and measurement error. J. Mark. Res. 18 (1), 39–50.
Gerbing, D.W., Anderson, J.C., 1988. An updated paradigm for scale development
incorporating unidimensionality and its assessment. J. Mark. Res. 25 (2), 186–192.
Granovetter, M.S., 1985. Economic action and social structure: the problem of
embeddedness. Am. J. Sociol. 91 (3), 481–510.
Hair Jr., J.F., Hult, G.T.M., Ringle, C.M., Sarstedt, M., 2013a. A Primer on Partial Least
Squares Structural Equation Modeling (PLS-SEM). Sage Publications, p. 162.
Hair, J.F., Ringle, C.M., Sarstedt, M., 2013b. Partial least squares structural equation
modeling: rigorous applications, better results and higher acceptance. Long. Range
Plan. 46 (1-2), 1–12.
Henseler, J., Ringle, C.M., Sinkovics, R.R., 2009. The use of partial least squares path
modeling in international marketing. In: New Challenges to International Marketing.
Emerald Group Publishing Limited, pp. 277–319.
Henshaw, G., 2017. The informal sector and taxation in Nigeria. Bar Code 2 (2), 1932.
Retrieved from. http://barcode.stillwaterlaw.com/1.1/2017/04/01/th
e-informal-sector-and-taxation-in-Nigeria/Accesed May 2018.
Hite, J.M., Hesterly, W.S., 2001. The evolution of ﬁrm networks: from emergence to early
growth of the ﬁrm. Strat. Manag. J. 22, 275–286.
Ibanga, I., 2015. Ten Sources of Capital and Funds for Your Business in Nigeria. Retrieved
from Info-Guide Nigeria website. http://infoguidenigeria.com/sources-of-capita
l-for-businesses/. (Accessed May 2018).
Ibeleme, H., 2017. Nigerian Start-Ups: 7 Sources of Finance for Nigerian Business.
Retrieved from MyNaijaNaira website: http://mynaijanaira.com/sources-of-fina
nce-for-nigerian-business/. (Accessed May 2018).
International Labour Organisation, 2002a. A Policy Framework. ILO.
International Labour Organisation, 2002b. Women and Men in the Informal Economy: A
Statistical Picture. Employment Sector. ILO, Geneva.
International Labour Organisation, 2003. Conclusions on Decent Work and the Informal
Sector. ILO.
Jones, T., Taylor, S.F., 2012. Service loyalty: accounting for social capital. J. Serv. Mark.
26 (1), 60–75.

Declarations
Author contribution statement
Olamide Oluwabusola Akintimehin: Conceived and designed the experiments; Performed the experiments; Analyzed and interpreted the
data; Contributed reagents, materials, analysis tools or data; Wrote the
paper.
Anthony Abiodun Eniola: Performed the experiments; Analyzed and
interpreted the data; Contributed reagents, materials, analysis tools or
data; Wrote the paper.
Oluwatobi Joseph Alabi: Conceived and designed the experiments;
Performed the experiments; Contributed reagents, materials, analysis
tools or data; Wrote the paper.
Damilola Felix Eluyela, Wisdom Okere, Emmanuel Ozordi: Performed
the experiments; Contributed reagents, materials, analysis tools or data;
Wrote the paper.
Funding statement
This research did not receive any speciﬁc grant from funding agencies
in the public, commercial, or not-for-proﬁt sectors.
Competing interest statement
The authors declare no conﬂict of interest.
Additional information
Supplementary content related to this article has been published
online at https://doi.org/10.1016/j.heliyon.2019.e02024.
References
Abumere, S.I., Arimah, B.C., Jerome, T.A., 1998. The informal sector in Nigeria’s
development process. Development Policy Centre (DPC), Research Report No. 1.
DPC, Ibadan, Nigeria.
Adler, P.S., Kwon, S.W., 2002. Social capital: prospects of a new concept. Acad. Manag.
Rev. 27 (1), 17–40.
Agyapong, F.O., Agyapong, A., Poku, K., 2017. Nexus between social capital and
performance of micro and small ﬁrms in an emerging economy: the mediating role of
innovation. Cogent Bus. Manag. 4 (2017), 1–20.
Aladwani, A.M., 2002. An integrated performance model of information systems projects.
J. Manag. Inf. Syst. 19 (1), 185–210.
Anandi, B.S., 2000. A resource-based perspective on information technology capability
and ﬁrm performance: an empirical investigation. MIS Q. 24 (1), 169–198.
Asalaye, A.J., Ishola, L.A., Asamu, F., Inegbedion, H., Arisukwu, O., Popoola, O., 2018a.
Financial development, manufacturig sector and sustainability: evidence from
Nigeria. J. Soc. Sci. Res. 4 (12), 539–546.
Asalaye, A.J., Popoola, O., Lawal, A.I., Ogundipe, A., Ezenwoke, O., 2018b. The credit
channels of monetary policy transmission: implications on output and employment in
Nigeria. Banks Bank Syst. 13 (4), 103–118.
Asgari, A., 2016. Introduction To Structural Equation Modeling Partial Least Squares
(SEM-PLS). Available at: https://www.slideshare.net/pallobby/introduction-to-stru
ctural-equation-modeling-partial-least-sqaures-sempls-61043221. (Accessed 20
September 2018).
Atinc, G., Simmering, M.J., Kroll, M.J., 2012. Control variable use and reporting in macro
and micromanagement research. Organ. Res. Methods 15 (1), 57–74.
Bachrach, D.G., Mullins, R.R., Rapp, A.A., 2016. Intangible sales team resources: investing
in team social capital and transactive memory for market-driven behaviors, norms
and performance. Ind. Mark. Manag. 2016.
12

O.O. Akintimehin et al.

Heliyon 5 (2019) e02024
Patel, P.C., Terjesen, S., 2011. Complementary effects of network range and tie strength in
enhancing transnational venture performance. Strateg. Entrepren. J. 5, 58–80.
Peter, J.P., Churchill Jr., G.A., 1986. Relationships among research design choices and
psychometric properties of rating scales: a meta-analysis. J. Mark. Res. 23 (1), 1–10.
Pratono, A.H., 2018. From social network to ﬁrm performance: the mediating effect of
trust, selling capability and pricing capability. Manag. Res. Rev. 41.
Richard, P.J., Devinney, T.M., Yip, G.S., Johnson, G., 2010. Measuring organizational
performance: Towards methodological best practice. J. Manag. 35 (3), 718–804.
Sanchez-Famoso, V., Maseda, A., Iturralde, T., 2014. The role of internal social capital in
organizational innovation. An empirical study of family ﬁrms. Eur. Manag. J. 2014.
Schneider, F., 2002. Size and measurement of the informal economy in 110 countries
around the world. In: Paper presented at the Workshop of Austrian National Tax
Centre, Australian National University, Canberra, Australia, 17 July 2002. www
.amnet.co.il/attachments/informal_economy110. pdf. (Accessed 26 April 2009).
Sciascia, S., Mazzola, P., 2008. Family involvement in ownership and management:
exploring nonlinear effects on performance. Fam. Bus. Rev. 21 (4), 331–345.
Sedgwick, P., 2014. Cross sectional studies: advantages and disadvantages. BMJ 348,
g2276.
Stam, W., Arzlanian, S., Elfring, T., 2014. Social capital of entrepreneurs and small ﬁrm
performance: a meta-analysis of contextual and methodological moderators. J. Bus.
Ventur. 29 (2014), 152–173.
Stinchcombe, A.L., 1965. Organizations and social structure. Handbook Organ. 44 (2),
142–193.
Taylor, T., Geldenhuys, S., 2019. Using partial least squares to measure tourism students’
satisfaction with work-integrated learning. In: Tourism. IntechOpen.
Vinzi, V.E., Chin, W.W., Henseler, J., Wang, H., 2010. Perspectives on partial least
squares. In: Handbook of Partial Least Squares. Springer, Berlin, Heidelberg,
pp. 1–20.
Westlund, H., 2006. Social Capital in the Knowledge Economy: Theory and Empirics.
Springer Science & Business Media.
Westlund, H., Nilsson, E., 2005. Measuring enterprises’ investments in social capital: a
pilot study. Reg. Stud. 39 (8), 1079–1094.
Wong, K.K.K., 2013. Partial least squares structural equation modeling (PLS-SEM)
techniques using SmartPLS. Mark. Bull. 24 (1), 1–32.
Xiao, Q., O’Neill, J.W., Mattila, A.S., 2012. The role of hotel owners: the inﬂuence of
corporate strategies on hotel performance. Int. J. Contemp. Hosp. Manag. 24,
122–139.
Yusuf, S.A., 2014. Informal Sector and Employment Generation in Nigeria. Munich
Personal RePEc Archive.
Zhang, Q., Fung, H., 2006. China’s social capital and ﬁnancial performance of private
enterprises. J. Small Bus. Enterp. Dev. 13 (2), 198–207.

Khoi, B.H., Van Tuan, N., 2018, January. Using SmartPLS 3.0 to analyze internet service
quality in Vietnam. In: International Econometric Conference of Vietnam. Springer,
Cham, pp. 430–439.
Landry, R., Amara, N., Lamari, M., 2002. Does social capital determine innovation? To
what extent? Technol. Forecast. Soc. Chang. 69 (7), 681–701.
Latan, H., Noonan, R. (Eds.), 2017. Partial Least Squares Path Modeling: Basic Concepts,
Methodological Issues and Applications. Springer.
Lazerson, M., 1995. A new phoenix: modern putting-out in the Modena knitwear industry.
Adm. Sci. Q. 40, 34–59.
Liao, Y., Marsillac, E., 2015. External knowledge acquisition and innovation: the role of
supply chain network-oriented ﬂexibility and organizational awareness. Int. J. Prod.
Res. 53 (18), 5437–5455.
Madhavaram, S., Hunt, S.D., 2017. Customizing business-to-business (B2B) professional
services: the role of intellectual capital and internal social capital. J. Bus. Res. 74
(2017), 3–46.
Mani, Y., Lakhal, L., 2015. Exploring the family effect on ﬁrm performance: the impact of
internal social capital dimensions on family ﬁrm performance. Int. J. Entrepreneurial
Behav. Res. 21 (6), 1–31.
Memon, A.H., Rahman, I.A., 2014. SEM-PLS analysis of inhibiting factors of cost
performance for large construction projects in Malaysia: perspective of clients and
consultants. Sci. World J 2014.
Nahapiet, J., Ghoshal, S., 1998. Social capital, intellectual capital, and the organizational
advantage. Acad. Manag. Rev. 23, 242–266.
Ndofor, H.A., Priem, R., 2011. Immigrant entrepreneurs, the ethnic enclave strategy, and
venture performance. J. Manag. 37, 790–818.
Nguyen, M., 2015. Five Sources of Financing Every Small Business Need to Know.
Retrieved from Canadian Business website. www.canadianbusiness.com/innovation
/the-ﬁve-sources-of-ﬁnancing-for-small-businesses/. (Accessed May 2018).
O’Neill, J.W., 2004. An automated valuation model for hotels. Cornell Hotel Restaur.
Adm. Q. 45, 260–268.
O’Neill, J.W., Xiao, Q., 2006. The role of brand afﬁliation in hotel market value. Cornell
Hotel Restaur. Adm. Q. 47, 210–223.
Oberay, A., Chadaw, G., 2001. Urban Informal Sector in India, Issues and Policy Opinions.
Oduh, M., Eboh, E., Ichoku, H., Ujah, O., 2008. Measurement and Explanation of Informal
Sector of the Nigerian Economy. African Institute for Applied Economics. AIAE
Research Paper 3rd, August.
Onyebueke, V., Geyer, M., 2011. The Informal Sector in Urban Nigeria: Reﬂections from
Almost Four Decades of Research.
Ortiz, B., Donate, M.J., Guadamillas, F., 2017. Relationships between structural social
capital, knowledge identiﬁcation capability and external knowledge acquisition. Eur.
J. Manag. Bus. Econ. 26 (1), 48–66.

13

