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Abstract

Innovation and technology-based enterprises (ITBEs) are important for economic growth,
competitiveness, and sustainable development. In Nigeria, these businesses can help reduce
unemployment, improve productivity, and solve some economic challenges. However, their
growth is limited because they do not have enough access to finance. This study examines the
funding environment for ITBEs in Nigeria, identifies the major barriers to getting finance, and
looks at how financial institutions, government policies, and venture capital influence the
growth and sustainability of these enterprises. A mixed-method approach was used in this
study. The researcher combined survey data from 150 ITBEs in Lagos, Abuja, and Port
Harcourt with interviews from people in the innovation and financial sectors. Descriptive
statistics, regression analysis, and thematic analysis were used to analyze the data. The
findings showed that most ITBEs depend on informal sources of funding such as personal
savings and family support, while access to bank loans and venture w is still limited. Major
challenges include collateral requirements, high interest rates, and limited understanding of
technology business models by financial institutions. The regression results showed a
significant positive relationship between access to finance and firm growth (f = 0.62, p <
0.01). Government policy support and venture capital investment also have a strong influence
on financing availability and enterprise sustainability. The study concluded that financing gaps
are still a major barrier to the development of ITBEs in Nigeria. It therefore recommended
specialized financial products, increased innovation funding, and stronger alternative
financing options.
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1. INTRODUCTION
Background to the Study

Innovation and technology-based enterprises (ITBEs) are important drivers of modern
economic transformation. In both developed and developing countries, these enterprises help
bring changes by introducing new products, processes, and services that improve productivity,
increase competitiveness, and support long-term development. Unlike traditional businesses,
ITBEs focus more on new knowledge, turning research results, digital innovations, and
scientific discoveries into commercial value. Their activities also help spread technology across
different sectors such as agriculture, health, education, manufacturing, finance, and energy.
This contributes to strengthening national innovation systems and improving overall economic
growth. Globally, countries like United States, China, India, and Israel that have supported
ITBEs have seen fast industrial modernization, growth in high-skill jobs, and increased
contribution to GDP. These enterprises are known for their multiplier effects because they
create direct employment for skilled workers and also generate indirect jobs through supply

chains, support services, and digital ecosystems.

In addition, ITBEs provide scalable solutions to social problems such as financial inclusion,
healthcare delivery, climate resilience, and access to education. Because of this, they are now
recognized not only as contributors to economic growth but also as important tools for social
innovation and inclusive development. In the Nigerian context, the importance of ITBEs is
even more obvious. Nigeria has one of the largest youth populations in the world, with
increasing digital literacy, strong entrepreneurial interest, and growing use of technology. The
country has also experienced fast growth in sectors like fintech, edtech, agritech, healthtech,
and e-commerce, which has made it a leading technology hub in Africa. These enterprises have
great potential to address socio-economic challenges such as unemployment, poverty, low
industrial productivity, and limited access to essential services. By using digital platforms and
innovative technologies, Nigerian ITBEs can help reduce infrastructural gaps, improve service

delivery, and bring more marginalized people into the formal economy.

Even though these opportunities look encouraging, innovation and technology-based
enterprises (ITBEs) in Nigeria still face many serious challenges that affect their growth. One
major problem is lack of finance. Innovation activities usually involve high risk and require a

lot of resources. ITBEs need large amounts of money at the beginning for research and
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development, product testing, hiring skilled workers, protecting intellectual property, and
promoting their products in the market. The returns from these investments are not always
certain and may take a long time before profits are realized. Because of this, ITBEs are quite
different from the usual Small and medium enterprises (SMEs) that focus mainly on trading or

low-technology production.

Financing is widely seen as an important factor that affects the survival, growth, and
competitiveness of innovation-driven firms. However, the financial needs of innovation and
technology-based enterprises (ITBEs) do not usually match the lending conditions of
traditional financial institutions. Banks often demand physical collateral, steady cash flow, and
short repayment periods, which most new technology firms cannot provide. ITBEs mostly rely
on intangible assets such as intellectual property, skilled workers, and unique algorithms, which
are difficult to value and use as collateral for loans. Also, innovation projects usually take a
long time to develop and have a high risk of failure, making lenders more reluctant to provide

funding.

Nigeria’s financial environment also makes the situation more difficult. The capital market is
not deep enough, reducing opportunities for firms to raise money through public equity.
Venture capital and angel investment are still developing and are mostly concentrated in a few
major technology hubs. Although government funding programmes and innovation grants
exist, they are often affected by bureaucracy, limited funds, and poor coordination with private
investors. In addition, regulatory uncertainties, economic instability, and foreign exchange
risks discourage both local and foreign investors from investing long term in technology

businesses.

As aresult, many Nigerian ITBEs depend mainly on personal savings, support from family and
friends, bootstrapping, and other informal sources of finance. While these sources may help
them survive at the early stage, they are not enough for expansion, advanced research, or global
competition. This financing gap not only limits the growth of these firms but also weakens the
overall innovation system and slows down Nigeria’s move towards a knowledge-based

economy.

Therefore, there is a strong need to study how ITBEs in Nigeria are financed, the challenges

they face in accessing funds, and how effective the existing financial support systems are.
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Understanding these issues will help in designing better policies and financial tools that suit

the risk nature of innovation-driven businesses.

This study therefore examines the financing of ITBEs in Nigeria, identifies the major structural
and institutional challenges affecting access to funds, and suggests strategies that can improve
sustainable and inclusive financing. The study also contributes to discussions on innovation
financing in developing economies and provides useful information for policymakers, financial
institutions, investors, and development partners to support Nigeria’s technology and

Innovation sector.
Problem Statement

Even though Nigeria has many skilled people and strong entrepreneurial spirit in the
technology sector, the growth and sustainability of innovation and technology-based
enterprises (ITBEs) are still limited mainly because of inadequate financing. Traditional
financial institutions are often unwilling to fund innovative businesses because they see them
as risky, they lack collateral, and they may not fully understand the technology sector. As a
result, many ITBEs operate below their full potential or fail to grow beyond the early stage,
which slows down the development of Nigeria’s innovation ecosystem. The limited availability
of funds also reduces the ability of ITBEs to invest in research and development (R&D), adopt
modern technologies, and compete in both local and international markets. Therefore, there is
a strong need to explore suitable financing models that meet the needs of innovation-driven
enterprises and to examine how financial institutions, government policies, and the private

sector in Nigeria can help close this financing gap.
Research Objectives
This study aims to:

1. Assess the present level of financing available for innovation and technology-based

enterprises (ITBEs) in Nigeria.
2. Identify the challenges and obstacles ITBEs face when trying to access finance

3. Examine the role of financial institutions, government policies, and venture capital in

supporting ITBEs.
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4. Suggest practical strategies that can improve financing opportunities for ITBEs in

Nigeria.
Research Questions

1. What is the current situation of financing for innovation and technology-based

enterprises (ITBEs) in Nigeria
2. What are the main challenges ITBEs face in getting access to finance?

3. How do existing financial institutions and government policies help or limit financing

for ITBEs?

4. What strategies can be introduced to improve the financing environment for ITBEs in
Nigeria
Research Hypotheses

H1: There is a meaningful relationship between access to finance and the growth of innovation

and technology-based enterprises (ITBEs) in Nigeria.
H2: Government policies positively influence the availability of financing for ITBEs.

H3: Venture capital and private equity investments help to improve the sustainability of ITBEs.

2. LITERATURE REVIEW
Conceptual Review

Innovation and Technology-Based Enterprises (ITBEs) are businesses that focus on creating
or using new technologies, products, or methods. They are known for relying on knowledge
and skills, and they usually have the potential to grow very fast. According to OECD (2019),
ITBEs help the economy grow by promoting innovation and spreading new technologies.
Financing of ITBEs means getting money to support the creation, development, and expansion
of these new technologies. This money can come from different sources such as personal
savings, bank loans, venture capitalists, angel investors, government support, and

crowdfunding.
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Theoretical Review
The study is anchored on three key theories:

Pecking Order Theory (Myers and Majluf, 1984) explains that firms prefer to use their own
money first, then borrow (debt), and lastly raise money through equity because of information
differences and cost of financing. However, ITBEs mostly depend on equity financing since
they usually do not have enough assets to use as collateral for loans. Resource-Based View
(RBV) Theory focuses on how a firm’s unique resources, especially financial resources, help

it gain competitive advantage and succeed in innovation.

Innovation Diffusion Theory (Rogers, 1962) explains how new ideas and technologies spread
among people or in the market, and it shows that enough funding is important to support the

adoption and use of these innovations.
Empirical Review

Many studies have looked at how Innovation and Technology-Based Enterprises (ITBEs) get
funding, especially the challenges they face in developing countries. These studies show that
access to finance is very important for innovation, growth, and the survival of these firms.
Adegbite et al. (2021) studied how technology startups in Nigeria get funding and found that
limited access to venture capital slows down their growth. Even though there are more startups
in the digital and technology sectors, venture capital in Nigeria is still not well developed and
only supports a few selected sectors like fintech. This means that many other innovative
businesses do not get enough funding. The study also showed that startups at the early stage
find it very difficult to attract investors because of the high risk involved. Because of this, many

good business ideas do not grow beyond the early stage or end up failing completely.

In the same way, Adebayo and Olufunke (2020) studied how government support helps in
financing innovation. They found that government funds and programs are important in helping
startups, especially those at the early stage that do not have collateral or credit history.
However, they also explained that these supports are not always enough. Problems like delays
in releasing funds, too much bureaucracy, poor monitoring, and lack of proper connection with
private investors reduce how effective these programs are. So, even though government support

is helpful, it cannot fully solve the funding problems of ITBEs.

Volume 3, Number 11, ISSN 3049-8899 Page | 78



Aladejubelo, Adeyokunnu, Raji &Bamisaye

At the global level, the World Bank (2022) also showed that technology-based small and
medium enterprises face more financial challenges than traditional businesses. These firms
often deal with high interest rates, strict loan conditions, and banks that are not willing to take
risks. This happens because banks do not fully understand technology businesses and find it
hard to value things like ideas, software, and skills. This shows that the problem of financing

is not only in Nigeria but is worse in countries where the financial system is not well developed.

Evidence from South Africa gives useful ideas on how to solve the financing problem. Moyo
(2019) showed that the growth of venture capital firms, angel investors, and technology-based
investment funds has helped to reduce the funding gap for ITBEs in South Africa. These
funding sources provide long-term capital that suits the risky and time-consuming nature of
innovation. The study also pointed out that good government policies, tax incentives for
investors, and strong connections between universities, incubators, and investors helped to

improve innovation financing in South Africa.

In general, these studies agree that financing is still a major problem affecting the growth and
survival of ITBEs, especially in developing countries like Nigeria. Although government
support is important, it cannot solve the problem alone without private sector involvement. The
limited availability of venture capital, strict banking system, and weak funding structure make
it necessary to use different sources of finance such as government funding, venture capital,
angel investors, and other alternatives. Therefore, improving policies, helping financial
institutions understand innovation risks, and encouraging investors are very important to

support the growth of ITBEs in Nigeria.
3. METHODOLOGY
Research Design

This study adopts a mixed-method approach combining quantitative and qualitative research

methods.
Population and Sampling

The population comprises ITBEs registered and operating within Lagos, Abuja, and Port
Harcourt. A stratified random sampling method will select 150 ITBEs from these regions to

ensure representativeness.
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Data Collection

Primary data will be collected using structured questionnaires and semi-structured interviews
targeting ITBE owners, financial institution managers, and policymakers. Secondary data will
include reports from government agencies, financial institutions, and relevant academic

publications.
Data Analysis

Quantitative data will be analyzed using descriptive statistics, correlation, and regression
analysis to test hypotheses. Qualitative data from interviews will be analyzed thematically to

provide deeper insights into financing challenges and solutions.
4. DATA PRESENTATION AND ANALYSIS

This section presents the empirical findings from the survey of 150 innovation and technology-
based enterprises (ITBEs) and interviews with key stakeholders. The analysis combines
descriptive statistics, regression results, and qualitative insights to provide a comprehensive

understanding of financing dynamics.
4.1 Descriptive Statistics of Respondents

The study surveyed 150 ITBEs across three major Nigerian technology hubs. The geographic
distribution shows a concentration of technology activities in Lagos, reflecting its status as

Nigeria’s leading innovation ecosystem.

Table 4.1: Geographic Distribution of ITBEs

|L0cati0n HFrequency”Percentage (%)‘
ILagos 98 165% |
|Abuja 130 120% |
|P0rt Harcourt”22 || 15% ‘
Total 150 [100% |

The results show that most ITBEs are concentrated in Lagos, reflecting the city’s dominance

as Nigeria’s leading technology hub.
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Table 4.2: Years of Operation

|Years in OperationHFrequency”Percentage (%)‘
|Less than 5 years H9O H60% ‘
5-10 years 140 127% |
|Above 10 years |20 113% |
Total 1150 [100% |

The data indicate that most firms are relatively young, highlighting the emerging nature of

Nigeria’s technology ecosystem.

Table 4.3: Firm Category

Firm Type|[Frequency|Percentage (%)
| | | |

|Startups  [[105 170% |
ISMEs |45 130% |
Total  [150 [100% |

The majority of firms are startups, confirming that the sector is largely innovation-driven and

still developing.
4.2 Access to Finance

The study examined the primary sources of funding and challenges faced by ITBEs in obtaining

finance.

Table 4.4: Sources of Startup Capital

|Source of Finance ||Percentage of Firms (%)|
|Persona1 savings / Family & Friends”SO% |
|Bank Loans ||15% |
|Venture Capital ||10% |
|Government Grants/Programs || 15% |
|Angel Investors / Others ||10% |

Most firms depend on informal funding sources, indicating limited access to formal financing.
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Table 4.5: Key Financing Challenges

Challenge Percentage Reporting (%)

Difficulty meeting collateral requirements |75%

High interest rates 68%

Lengthy loan approval processes 60%

Lack of awareness of funding opportunities||42%

Limited investor interest 55%

These findings show that traditional financial systems are not well suited to the needs of ITBEs.
4.3 Hypothesis Testing (Regression Analysis)

Multiple regression analysis was conducted to test the relationship between financing variables

and firm performance indicators.

Table 4.6: Regression Results

|Hyp0thesisHVariables Examined HBeta (B)Hp-value”Decision |
|H1 HAccess to Finance — Firm Growth H0.62 H<0.01 HSupported|
|H2 HGovernment Policy Support — Financing H0.45 H<0.05 HSupported|
|H3 HVenture Capital Investment — SustainabilityHO.SS H<0.05 HSupported|

The results indicate that:
e Access to finance has a strong positive effect on firm growth.
e Government policy support improves financing availability.
e Venture capital contributes significantly to firm sustainability.
4.4 Thematic Analysis of Interview Responses

Qualitative interviews provided deeper insights into structural issues affecting ITBE financing.
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Table 4.7: Summary of Thematic Findings

Theme HKey Insight
Financial Institution||Banks lack expertise in assessing innovation risk and intangible
Limitations assets.

High interest rates discourage technology entrepreneurs from

Cost of Borrowing seeking loans

Government Funding||Innovation funds are bureaucratic, slow, and insufficient in
Constraints scale.

Alternative Financing||Venture capital and angel networks are emerging and show
Growth strong potential.

The results show that while traditional financing remains rigid, alternative funding sources are

gradually expanding.
4.5 Discussion of Findings

The findings confirm that limited access to finance is a major constraint to the growth of ITBEs
in Nigeria. Heavy reliance on informal funding, combined with strict banking requirements,
limits the ability of firms to scale. However, the positive impact of venture capital and
government support indicates that targeted financial reforms can significantly improve

outcomes.

5. CONCLUSION, RECOMMENDATIONS, AND CONTRIBUTIONS TO
KNOWLEDGE

Recommendations
Based on the findings, the following recommendations are proposed:
1. Financial Institutions

Financial institutions should design and implement specialized financing instruments tailored

to the unique characteristics of ITBEs. This includes:
e Develop specialized loan products for ITBEs with flexible repayment terms.

e Use alternative credit assessment models that consider business potential and

intellectual assets.

o Establish dedicated units for technology financing.
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o Partner with incubators and accelerators to identify high-potential firms
2. Government

o Expand innovation funding and grants.

o Simplify funding processes to reduce delays.

e Provide tax incentives and co-investment schemes.

o Strengthen regulations to support venture capital.

e Invest in technology hubs and research-commercialization platforms.
3. Venture Capital and Angel Investment

e Encourage growth of VC and angel networks through incentives.

e Promote public—private investment funds.

o Improve investor awareness of opportunities in the tech sector.

e Support crowdfunding and fintech-based financing.
4. Capacity Building for Entrepreneurs

ITBEs should provide financial and investment training for entrepreneurs & Support

mentorship and investment-readiness programs.
Contributions to Knowledge

1. Contextual Contribution: Provides empirical evidence on ITBE financing in Nigeria,

addressing a gap in Sub-Saharan African research.

2. Theoretical Contribution: Extends innovation finance theories by linking financing

access to firm growth and sustainability.

3. Methodological Contribution: Combines quantitative and qualitative methods for a

more comprehensive analysis.
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4. Policy Contribution: Offers practical recommendations for improving innovation

financing systems.

5. Strategic Contribution: Highlights the role of financing in supporting a technology-

driven economy.
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