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Abstract

Some businesses may not apply for loans even if they need funds because they
think their applications will be denied. These businesses can be labelled as discouraged
borrowers. Firm productivity may affect their ability to repay loans and decisions of
businesses when applying for loans, as well as the discouragement of borrowers. This
study employs data from the World Bank's Enterprise Survey to analyze the relationship
between firm productivity and borrower discouragement. A probit model is then
employed to estimate the relationship between borrower discouragement and firm
productivity. The results indicate that borrower discouragement is negatively associated

with firm productivity. The results are robust to estimation methods and subsamples.
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