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ABSTRACT

This thesis investigates the career experiences of forty entrepreneurs who all started
businesses under the age of 35. It contributes to knowledge by generating a conceptual
model for the entrepreneurial career, opportunity identification and development
process.

This inductive study based upon narratives generates affective, behavioural, cognitive
and discursive understanding to assert that entrepreneurship is an experience, an
employment choice and a viable career option for the young. This research learns what
facilitates entrepreneurship can be explained in three main concepts the trigger,
precondition and core-processes. The trigger theory demonstrates that entrepreneurial
alertness is bilateral; the career triggers are intentions, motivation, anchors and
employment drivers, while opportunity triggers include the origins and nature of
opportunity gaps. The preconditions theory shows enterprise is supported by antecedent
circumstantial factors of genetics and nurture, including personality characteristics,
social networks, and knowledge. The core process theory elucidates that career
development occurs through identity legitimacy, managing failure, dilemmas, results
and psychological satisfaction. Furthermore, opportunity development occurs through
making judgmental and heuristic decisions, learning and having an operational strategy
whilst responding to milieu changes. These three stages represent the entrepreneurial
career and opportunity lifecycle.

This thesis provides an original perspective into functional entrepreneurship, and gives
voice to the career advances and sustainable opportunities of Nigerian youth
entrepreneurs. The conceptual model explains the lived dimensions of entrepreneurial
triggers, preconditions and core processes in practice and provides implications for
young entrepreneurs, practice, policy and further research.
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of educated men and women (Alabi, 2009; Koroma, 2010). However, an alarming trend

is increasing high graduate unemployment (Egulu, 2004; Onu, 2013; Salami, 2011).

Therefore, it is considered crucial to support more youths to build entrepreneurial skills,
pursue entrepreneurial careers, and assimilate into business sectors, which could
contribute to the alleviation of the triad of unemployment, underemployment and
poverty. Yet, specific research into the field of youth entrepreneurship in the African
context is limited (Chigunta, 2002b; Chigunta et al., 2005; Schoof, 2006). Additionally,
Stumpf (1992) asserts the goal to become an entrepreneur is explored by many between
the ages of 17-30, but there is paucity of information in the literature that shows the
different aspects of the career. Hence, failure to comprehensively study the
entrepreneurship career means its uncertainties continue to exist outside normal practice
(Dyer, 1994; Rae, 2000). Understandably, entrepreneurship is not the total solution to
youth issues or unemployment (Curtain, 2001; World Bank, 2008). However, it is a
recognisable and innovative strategy to integrate more youths into today's work
environment given changing career patterns (Africa Commission, 2009; Chigunta,
2002a; Chigunta et al., 2005; Egulu, 2004; Mueller and Thomas, 2000; Onu, 2013;
Owua-lah, 1999; Salami, 2011; Sommers, 2007). Additionally, informal
entrepreneurship is becoming more widespread (Williams, 2011; World Bank, 2012).

There is little research detailing the entrepreneurship process in Africa (Marsden, 1992;
Mead and Leidholm, 1998; Rogerson, 2001), and a paucity of literature regarding the
career decisions of young entrepreneurs in Africa. Ogbor asserts entrepreneurship
literature is mostly western and masculine challenging practice (Ogbor, 2000), and
within this study masculine refers to male rather than female, while western countries
include The United State, Europe, Canada, Australia and New Zealand (Kurth, 2004). In
line with Ogbor’s comments, studies that address non-western entrepreneurship
elucidate diverse motivations, actions and outcomes (Galloway and Cooney, 2012).
Furthermore, a profile of small enterprises in Africa suggests non-scarcity of
entrepreneurs (Mead and Leidholm, 1998; Rogerson, 2001), because African/Nigerian
entrepreneurs manage to survive (Adegbite et al, 2007; Marsden, 1992; Oyelaran-
Oyeyinka, 2002; Steel, 1994). Likewise, Shariff (2000) explains by worldwide
comparison Sub-Saharan African youths have the highest self-employment inclination.
Chigunta (2002b) advances most youths are not job seekers unlike popular opinion.

Instead, most consider self-employment and youth entrepreneurship a feasible career
2



path. Interestingly, a joint survey from the National Bureau of Statistics (NBS) and
Small and Medium Enterprise Agency of Nigeria (SMEDAN) discovers Nigerian youths
dominate the small business sector within the economy (NBS/ SMEDAN, 2010), which
is likely due to the wide youth age classification of 15-35; however, a Gallup poll finds
Nigerians within the youth age group very entrepreneurial. The poll shows 67% of
Nigerians would like to start a business, one of the highest rates in West Africa, with
those over 19 years expressing a 75% interest rate (Rheault and Tortora, 2008).
Similarly, modermn African entrepreneurs comparable to classical and mainstream
economic representations actively identify and exploit business opportunities (Elkan,
1988; Marsden, 1992). Furthermore, innovative entrepreneurs materialise from
restrictive environments (Marsden, 1992; Manimala, 1992), because entrepreneurship
involves value conception and extraction from the environment (Jack and Anderson,
2002). Thus, external environmental influences are ambivalent and excessive
deliberation on obstacles diverts attention from understanding successful entrepreneurial
micro-actions. These functional behaviours are the practical lessons important for

entrepreneurial training and development (Manimala, 1992).

This study addresses theoretical and empirical insufficiencies in African
entrepreneurship literature by developing a conceptual framework from the inductive
analysis of narrative interview data and existing theoretical literature. These provide
relevant insight into youth entrepreneurship career patterns in Nigeria. The resulting
conceptual model for the entrepreneurial career, opportunity identification and
development process clearly depicts variables relevant to the career from beginning to

end; these triggers, preconditions and central processes indicate the complete lifespan.

This research is interpretative using the narrative method to gather, analyse and interpret
the entrepreneurship stories of forty (40) Nigerian entrepreneurs who start businesses
young within the youth ages of 15-35years gaining an entrepreneurial identity and
shows how they become entrepreneurs; the why, when and how that characterises their
career and venture process choices. These provide useful insights into entrepreneurial
career motivations, decisions, behaviour and patterns. By directly learning why
indigenous youth entrepreneurs become self-employed, why they start businesses, how
they navigate constraints and their progression, this research allows the voices of these
Nigerian youth entrepreneurs to be heard. This non-Western study enables a general

appreciation of diverse minority issues, scope of experiences, motivations, effects and

3



the impact on practitioners lives (Galloway and Cooney, 2012). This research through
an investigation of the entrepreneurial lifecycle communicates and presents

entrepreneurship as a viable career choice for Nigerian youths.

Furthermore, through learning from these 40 entrepreneurs their career and opportunity
lifecycle, risks, rewards, and critical thinking abilities communicate their world. This
can potentially empower more youths to consider entrepreneurship as a feasible career
(Taylor, 2008). This study agrees with Smith and Air (2012) that entrepreneurship

potentially empowers and transforms lives.

Essentially, learning from entrepreneurial behaviour helps in understanding the
entrepreneurial process (Mitchell, 1996; Rae and Carswell, 2000; Steyaert and Bouwen,
1997). Hence, the study aims to further the understanding of the entrepreneurial career
experience in Nigeria and to inform future development of entrepreneurial support for
young people through pragmatic lessons (Beeka and Rimmington, 2011a; Diomande,
1990; Manimala, 1992). This could raise the potential of young people to pursue
entrepreneurial dreams, which could also assist alleviate poverty and some social ills
relative to youth unemployment. Additionally, the study intends to encourage the
society to action implementable support for an entrepreneurial economy. This is a
desirable goal, and alongside the development of an empirical and theoretical

contribution, provides a great rationale for this research.

1.3 THE RESEARCH AIM, QUESTIONS AND OBJECTIVES
1.3.1. Aim

This study aims to learn about the world of the Nigerian youth entrepreneur and
specifically use the experiences to develop empirical and theoretical understanding
regarding entrepreneurship as a viable career option. This is achievable through
developing a conceptual model from the affective, behavioural, cognitive and discursive
significant narrative accounts regarding how the entrepreneurial career starts, why and
how the individual recognises and develops the career and opportunity. These
contribute to entrepreneurship theory and practice presenting entrepreneurship as a

sustainable career for youths. Similarly, the study aims to encourage entrepreneurship as



a resourceful way to change lives, enrich individual wellbeing, advance society and

enable growth.
1.3.2. Research Questions

The main research question is “What facilitates entrepreneurship as a viable career
choice for Nigerian youths?” the essence being contextual empirical and theoretical
knowledge that provides insight into the career behaviour of Nigerian youth
entrepreneurs. This thesis also answers the following sub-questions relative to this main

question:

¢  Why do they become entrepreneurs?

e How do they recognise career and business opportunity?

e What path do they take to start and operate ventures?

¢ What challenges the entrepreneurial career and opportunity?

e What supports the entrepreneurial career and opportunity?
1.3.3. Research Objectives

The research objectives below support the research questions, defining the holistic

investigation and scope of the thesis:

e To understand the youth and Nigerian entrepreneurship environment.

e To review relevant entrepreneurship and career theory literature.

e To design an appropriate methodology to investigate the Nigerian youth
entrepreneurs career decisions, actions and experiences.

e To identify what initiates, enables, challenges and supports the entrepreneurial
career and opportunity.

e To generate insight and examine influential factors that facilitate the
entrepreneurial career, opportunity identification and development process.

e To develop a conceptual model to elucidate the triggers, preconditions, and core
processes within entrepreneurial opportunities.

e To advance knowledge about entrepreneurship as a feasible career for youths.
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This research focuses on agency/the individual as the main unit of analysis, because
team based entrepreneurship is typically researched separately to individual
entrepreneurship (Casson, 2003b; Shaver, 2003). Thus, to answer the research question,
aim and objectives, the primary concentration is on individual entrepreneurship rather
than business sectors. Low and MacMillan (1988) suggest entrepreneurship studies
involve more analysis levels, and this thesis elucidating career and opportunity triggers,
preconditions and core processes covers the individual, firm process and society (Low
and MacMillan, 1988), this is, the characteristics of the individual, the venture
development process, and the encompassing environment (Gartner, 1985). Smallbone
and Wyer (2006) advocate the entrepreneurial character, management strategy and

external business environment are influential for company growth.

For further clarification, the research adopts the following stances; entrepreneurs are
self-employed, founder or cofounder owners operating informal or formal businesses.
According to Katz and Gartner (1988) one element of emergent firms is commencing
transactions (sales), which acknowledges entrepreneurs start operations either informal
or formal. Formal entrepreneurship activities are recognised by the public service,
informal activities being the opposite (International Labour Organisation [ILO], 2002).
The formal and few informal interests within this study assist to understand
entrepreneurial career and opportunity patterns because “entrepreneurship is based on
the same principles, whether the entrepreneur is an existing large institution or an
individual starting his or her venture singlehanded” (Drucker, 1985, p. 131). Also, the
World Development Report 2013 asserts the informal economy is normal especially in
developing countries (World Bank, 2012). Therefore, this research could contribute
first-hand knowledge given Elkan (1988) finds many African entrepreneurs start

informally before developing formal institutions.

Furthermore, Verheul et al. (1999) equate business ownership and self-employment to
entrepreneurship, an approach adopted. Likewise, the terms entrepreneurship and self-
employment are interchangeable, and all references to starting and operating a business
also indicate the entrepreneurial career. Finally, the participants are solely from Nigeria

therefore references to Africa unless specified apply as Nigeria.



1.4.3. Career and Opportunity Recognition Focus

There is scarce entrepreneurial career theory (Carroll and Mosakowski, 1987; Dyer,
1994; Rae 2000), and different disciplines disagree about integrating multiple
perspectives for a career theory (Arthur et al, 1989; Sonnenfeld and Kotter, 1982).
Nevertheless, how individuals formally address themselves or social labels signify
identity (Gross and Stone, 1964). This thesis investigates the entrepreneurial career
from disciplines including, economics, sociology and psychology. Psychology focuses
on career as work, the associated personality and conditions for success (e.g. emotions,
affect, cognition, behaviour, abilities, skills, limitations), including self-realisation. The
sociological focus examines roles and relationships within the social environment. The
economic view examines career as a response to market forces and milieu opportunities
(Arthur et al, 1989) including expected utility (Douglas and Shepherd, 2002).
Therefore, this thesis focuses on the dynamics of the entrepreneurial career an

understudied area (Dyer, 1994).

Furthermore, entrepreneurship is a young scholarly field (Cooper, 2003; Neergaard and
Ulhoi, 2007). Neergaard and Ulhoi (2007) insist the phenomenon is in transformation
but entrepreneurship activity involves the unpredictable actions of entrepreneurs who
respond to perceived opportunities. Additionally, Wennekers (2006) asserts
entrepreneurship can be divided into two distinct views, the occupational view, when
individuals undertake personal risk to own and manage businesses, and the behavioural
view, the entrepreneurial behaviours relative to taking advantage of economic
opportunity. Wennekers states both views are connected to behavioural
entrepreneurship, that is, the perception and exploitation of opportunity. Baron and
Ensley (2006) advocate that opportunity recognition studies should identify patterns,

which this study aims to use to develop the conceptual model.

Therefore, the ability to recognise opportunity is fundamental to new business creation
theory (Shaver and Scott, 1991; Shane, 2003), including enhancing active businesses.
Drucker (1985) concludes entrepreneurs always seek out change and respond through
opportunity exploitation. Stumpf (1992, p. 26) refers to entrepreneurial behaviour as
“opportunity-seeking, value-adding, risk accepting, creativity activity where ideas result
in organisational birth, growth, and/or transformation”. Hence, the decision to start a
business personally originates from individuals, and only when this decision is taken

can actions lead to venture creation (Shane, 2003). Green and Amat (2012) consider
9
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1.6. PERSONAL REFLEXIVITY

This section elucidates my background and role as researcher within this thesis; it uses
the first person pronoun and some past tense to acknowledge, within the context of this
research topic, my personal interest, values and experiences (Willig, 2001) including the
study rationale (See appendix 1). Holliday supports that personal experience rather than
obscure objectivity actually enriches research because “powerful, personal authorship”

and narratives confirm the real-life context of research interests (Holliday, 2007, p. 120).

The regular interaction between parents and children influences career choices, idea
development and opportunity consideration (Bassot, 2009; Foskett and Hemsley-Brown,
1999; Young et al., 1997). The section conveys how I followed my parent’s footsteps
professionally, becoming an entrepreneur, operating businesses in certain sectors and
becoming an academic. Hence, my interest in entrepreneurship stands traceable to my
family background, Father was an Academic Rector and a consultant, and Mother a
prime leader who ran a business; their entrepreneurial ventures, nurturing and highly
supportive family structure were a great impact. I believe being entrepreneurial and
operating diverse portfolios made my parents well versed in many sectors, and we
frequently assisted their interesting entrepreneurial pursuits, learning both practically

and vicariously.

While at university early business experiences included coordinating petroleum product
deliveries to jetties, I started in business informally and subsequently become formal.
Basically, we effectively combined enterprise with university education, and while
prospecting people would say ‘what is this child doing here?’ or ‘why is this girl here?’
the society discouraged a young female, but my family encouraged a young
entrepreneur regardless of gender, hence amongst peers being a businessperson and a
student was rare, but in my case, the informal advice of family was a strong pull toward

the career (Blenkinsopp et al., 2006).

After my Master’s degree I commenced corporate training, a service extended to other
United Kingdom offices including bringing in teams from Asia and Western Europe to
learn from me, and gained various commendations including leadership awards. Where
did I learn how to build entrepreneurial abilities? It was from my practical
entrepreneurial career experiences of starting and building a business from nothing and

as a young person. I was simply making people understand in practice what I now know
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as the process of entrepreneurship and leadership. Subsequently, through consulting and
training I got involved with enterprise development agencies. For the young, it was a
boost learning real experiences from someone who started in business young. Many
were seeking venture creation knowledge, including recommending friends and family
for training. To reach vast people, I put together a simple book based on general
business and vicarious knowledge called “A Practical Guide: How to Start and Grow
Your Own Business”. I underestimated its significance, but surprisingly and most
humbling till date people communicate being inspired to start and grow as entrepreneurs.
We subsequently started the “Encourage Youth Entrepreneurs (EYE)” campaign to
deliver free coaching and mentoring, and when this got overwhelming recruited other
entrepreneurs. An acquaintance said, ‘Why are you doing all this, do you realise you are
not making any money from this pursuit?” One day I was given the book “Banker to
The Poor” the story of Grameen Bank by Mohammed Yunus, and asked to collaborate
to start a similar microfinance scheme. I realised 1 had become somewhat a social
entrepreneur, and understood why my enthusiasm for developing entrepreneurs was
always met with ‘Are you an NGO?’ Eventually, we started a company limited by
guarantee and enacted a board to develop people, and in 2009 translated my enterprise
book into Hausa (Mu Koyi Sana’a) the popular indigenous language of the region and
we got the First Lady of the Federal Republic of Nigeria, Tukur and the Dantata family;
prolific business families of the North whose enterprises spanned generations from the

1800’s to front the campaign, training women and youths.

The training efforts were successful but a drop in the ocean due to scarce
entrepreneurial development programs, and total absence of youth career advisory
services. I was invited to speak at the African World Business Congress in Tanzania
about ‘Empowering African Youth Entrepreneurs’ and various other meetings,
consortiums, think tanks and Vmet many Africans. The issues were similar; the failure of
African youths to contribute within their economies made them passive victims,
affected by poverty, unemployment, and ill equipped to operate within the modern
economy. While not everyone could start a business, many were unaware of
entrepreneurial options, many had a fussy idea about other professions, for instance
being a banker, but entrepreneurship remained a myth. However, 1 witnessed the
benefits of starting young as Trustee for the Entrepreneurship Club of a Secondary
School in Jikwoyi, who defeated their counterparts within Nigeria and then Brazil,

China, Philippines, Russia, South Korea, South Africa, United States of America and
12



the Ukraine, to lift the Global Students for the Advancement of Global Entrepreneurship
(SAGE) World Cup in 2007, 2008, 2009, 2011, in 2007 with an average age of 12 years,

they were the youngest contestants.

Therefore, 1 believe entrepreneurship teaches employability skills, and agree with
Taylor who reviewed a comprehensive longitudinal study by Kourilsky and Walstad
(2007) into youth entrepreneurial aspiration involving students, the general public and
business owners, and concluded the entrepreneurial spirit concept impacted all aspects
of life and enhanced societal achievement “there is an entrepreneur in youth who, given
a nurturing and stimulating education, can contribute to economic growth, community
development, youth empowerment, individual well-being and social mobility,
regardless of whether the individual ever launches an enterprise” (Taylor 2008, p.1). I
cannot solve problem of the African youth but any valuable contribution requires

understanding the issues, and this in-depth entrepreneurship study enables this process.

Commencing this research, I discovered the scarce African or Nigerian literature
concentrates on the difficult business environment. An undeniable issue, however no
study directly addressed the career patterns of young entrepreneurs in Nigeria. When I
started in business I focused on what needed to be done rather than any existing
constraints, and some entrepreneurs within this study reinforced this attitude. Therefore,
this thesis acknowledged but departed from Africa’s enterprise problems. Additionally,
this journey sought the dynamics regarding what facilitate the career. To avoid
influencing the participants, the relevant discursive approach generated data through
allowing participants lead their narratives regarding the subject, which enlightened
about successes, dilemmas, gender issues, and the duality of structure. Therefore,
studies that accentuate African entrepreneurial difficulties downplay the pragmatic
actions utilised within the career, see appendix 1 for more details of past research and
study contribution. I hope this thesis educates interested readers and the process model

becomes a beneficial resource for the entrepreneurial career and venturing.

This study reveals diverse aspects of the entrepreneurial career, increases my
understanding of enterprise activities, and provides a theoretical base to understand
career entrepreneurship. A principle achieved from this empirical study is that
entrepreneurship is a career and an employment choice, for without the personal
decision to start and persistent efforts ventures are not created or sustained. This

research hopes to contribute to the supply of youth entrepreneurs to enable society
13



embrace the entrepreneurial spirit. Certainly, this may be a lifelong journey while

developing professionally as an entrepreneur, academic, and researcher.

1.7. THESIS STRUCTURE

Chapter 1: This chapter encapsulates the main research, provides the study background,
defines the literature gaps, elucidates the rationale, and identifies the main theoretical
concepts. The chapter depicts the research aim, questions and the related objectives, and
highlights the empirical, theoretical and practical contributions of the study. The chapter
contains personal reflexivity illustrating my background, interests, and research

influences. This overview of the thesis structure summarises the chapters.

Chapter 2: This contextual chapter addresses the research objective to understand the
situated context of youth and Nigerian entrepreneurship. The chapter provides a
descriptive overview of the Nigerian economy reviews the scarce literature regarding
the business sector in Nigeria, definitions, features, challenges, and the general
environment. The chapter discusses Nigerian youths, contextual issues, unemployment,

youth enterprise, the barriers, and importance of entrepreneurship education and culture.

Chapter 3: This theoretical chapter addresses the research objective to review literature
on entrepreneurship and career theory. The chapfer shows the emergence of the
intellectual perspectives, defines the entrepreneur and examines career theory,
opportunity identification and development literature. This chapter reviews relative

literature given the aim to develop a comprehensive entrepreneurial lifecycle model.

Chapter 4: This chapter addresses the research objective to design an appropriate
methodology to investigate the Nigerian youth entrepreneur’s career decisions, actions
and experiences. The chapter provides a comprehensive account of the research design,
and confirms the subjective ontological and epistemological positioning. It details and
justifies the narrative approach used to gather, analyse and interpret empirical data. This

chapter addresses validity and ethical issues, methodological reflexivity, and limitations.

Chapter 5: This findings chapter addresses the research objective to identify and
analyse what initiates enables, and challenges the Nigerian youth entrepreneurial career.
It introduces the entrepreneurs illustrating how the research questions relate to each
entrepreneur. The chapter extensively analyses the participants, careers and

entrepreneurial engagement. It shows factors that influence the entrepreneurial career
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elucidating ideas, motivations, backgrounds, supports and skills relevant to opportunity
alertness, antecedents and exploitation. The empirical evidences reveal the career and

opportunity triggers, precondition and development themes.

Chapter 6: This chapter discusses the empirical findings and addresses the research
objective to generate insight and examine influential factors that facilitate the
entrepreneurial career, opportunity identification and development process. The chapter
organises the contribution to knowledge by interpreting the trigger process to
entrepreneurial careers, intentions, motives, anchors and employment drivers including
the origins and nature of opportunity, discusses the circumstantial antecedents within
psychology, economics and sociology, and shows the core process of the career and
opportunity; three processes that represent the entrepreneurial career and opportunity

lifecycle.

Chapter 7: This concluding chapter addresses the research objective to advance
knowledge about entrepreneurship as a feasible career for youths, and develop a model
to elucidate the triggers, preconditions, and core processes within entrepreneurial
opportunities. The chapter concludes with an overall summary of the study importance,
and in light of the empirical evidences generates the conceptual model for the
entrepreneurial career, opportunity identification and development process showing the
contribution to theory, methodology, practice and policy. The chapter ends with study

limitations incorporating recommendations for further research, and a closing statement.

1.8. SUMMARY AND CONCLUSION OF THE INTRODUCTION

This chapter introduces the complete study, focus, design and contents. The chapter
begins with the background and study rationale. It addresses key theoretical concepts,
scope and context and definitions. The applicable focus on entrepreneurial careers and
opportunity recognition provides understanding into the study concept. The chapter
presents the research aim, questions, and the relative objectives, and the potential
empirical, theoretical and practical contributions are emphasised. This chapter provides
personal reflexivity and an overview of the thesis structure. The next chapter reviews

Nigerian entrepreneurship and youths, the context underpinning this study.
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CHAPTER 2: CONTEXTUAL REVIEW

NIGERIA, BUSINESS AND YOUTHS

2.0. INTRODUCTION

This second chapter provides a contextual review of the Nigerian environment and
youth entrepreneurship. It addresses the research objective to understand the youth and
Nigerian entrepreneurship environment. It is worth noting there is a paucity of literature
and secondary resources into the Nigerian environment and this chapter creatively
presents the limited information, which impacts the participants and Nigerian
entrepreneurship. The chapter illustrates the social, legal, economic, political, historical
and technical characteristics of the environment. It provides an overview of the Nigerian
economy, examines the general business environment including the micro, small and
medium enterprise sector. Subsequently, the chapter evaluates youths, unemployment,

enterprise barriers and entrepreneurship education.

2.1. THE FEDERAL REPUBLIC OF NIGERIA

Nigeria is now Africa’s largest economy (CIA, 2014). According to the National
Council on Privatisation [NCP] (2000) the Federal Republic of Nigeria (FRN) gained
independence on the 1st of October 1960 forecasted as the model for African
development given bright prospects, rich oil and mineral deposits, including a thriving
agrarian sector. However, years after bad governance, and oil overdependence leads to
stagnation, hence emphasising private sector-led growth becomes imperative due to
inefficiency within over 1000 Federal and State-Owned Enterprises (SOE). Thereafter,
despite mixed reactions, the FGN through economic reforms and on a sustainable
development path embark on the complete privatisation and commercialisation of
public enterprises (National Council on Privatisation [NCP], 2000; Osemene, 2010;
Zayyad, 1990). Entrepreneurship becomes more attractive following the African
privatisation programs (Chigunta, 2002b), and creates attempts to improve small and

medium enterprises, and also promote youth entrepreneurship (Soludu, 2005).

The efforts are yet to yield the desired effects (Salami, 2011); nevertheless, economic
reforms can assist economic diversification, boost entrepreneurship and return Nigeria
to her enterprise glorious days (FRN, 2011). The KPMG asserts with dissatisfactory
returns from the BRICS (Brazil, Russia, India, China and South Africa) asides from
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finds Nigeria a preferred destination for global capital and high return on investment in

finance, food, energy and the capital market sectors (Aderinokun, 2013).

2.3. BUSINESSS, SMALL AND MEDIUM ENTERPRISES (SMEs)
2.3.1. SME Definition and Operations

Nigerian Small and Medium Enterprises (SMEs) are grouped into three categories,
Micro, Small and Medium scale (MSME) given these criteria’s; the number of full-time
employees or total sales and assets excluding land and buildings (NBS/SMEDAN, 2010;
Udechukwu, 2003). See table 3:

Table 3: Definition of SME’s in Nigeria.

Enterprise | Number of Employees | Assets (Excluding Land and
.\ . |Buildings)inNGN ,
Micro Less than 10 workers Less than 5 million
Small Between 10— 49 workers 5 to less than 50 million
Medium Between 50— 199 workers 50 to less than 500million
NBS/SMEDAN (2010)

In Nigeria, the organised manufacturing sector is 95% SMEs, while in Africa and Asia,
most jobs, especially in non-urban areas are provided by SMEs who account for the vast
majority of industrial units in different continents (Udechukwu, 2003). It is difficult to
be exact about the true size of SMEs in Nigeria due to conflicting data (Onugu, 2005),
however the World Bank asserts SMEs account for 87% of firms operating in Nigeria,

although no data accurately depicts their total number.

However, the Federal Office of Statistics (FOS) estimates SME numbers are about 80%
micro, 15% small, and 5% medium, with larger firms located in big cities like Lagos,
Port Harcourt and Abuja but numerous micro and small entrepreneurs operate
everywhere, roadsides, around market centres and within villages (Chemonics
International, 2005). Hence, Nigerian SMEs encourage indigenous entrepreneurship,
and by labour contribution, 97% of these SME’s employ less than 100 people (Ariyo,
2005). Nigerian SMEs account for 50% of total employment, and contribute 50% of
industrial output. These SMEs dominate the agriculture, building/ construction,
transport, utilities, wholesale, and retail trade sectors (Stork, 2006). Table 4 shows the

formal regional business registrations with the Corporate Affairs Commission [CAC].
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Table 5: SMEs Challenges in Nigeria

‘Exogenous/ Outside Factors -

Inadequate infrastructure- SMEs are forced to prov1de their own unlmes 11ke roads
water, and electricity.

Weak access to production inputs especially finance

Lack of basic business capacity — knowledge, skills, attitude

Lack of trust in indigenous products

Multiplicity of taxes and levies

Corruption

Low access to information, and ability to take advantage of information
Limited access to long-term capital

Over-dependence on imported raw materials and spare parts

Policy instability and reversals

Bureaucratic bottlenecks and inefficiency in public sector

Lack of administered incentives

Multiplicity of regulatory agen(nes and taxes Wthh means high cost of business

‘Endogenous/ Personal Factors

Aversion to joint ownership or partnershlp

Family ties i.e. family business sometimes means no expansion

Financial mismanagement

Poor documentation for project finance proposals

Lack of quality entrepreneurial staff

Low entrepreneurial skill from insufficient educational and technical background
Lack of perseverance through tough times.

Poor record keeping especially accounting books

Non-standard product or service

Doing it all, being the Managing Director, Accountant, Admin Manager, Cashier etc
Low capacity to invest in Research and Development (R&D)

Low capacity to invest in necessary technology

Inappropriate management skills

Onugu (2005); Salami (2011); Udechukwu (2003)

2.3.4. Doing Business in Nigeria

This section discusses factors that affect Nigeria as a whole and by extension firms

operating within Nigeria. Studies (e.g. Adegbite et al.,, 2007, Mambulu, 2002; Nwoye,

1997; Oyelaran-Oyeyinka, 2002) declare there exists entrepreneurial talent in Nigeria

and a dynamic private sector, which is innovative and results-oriented but lacking is the
enabling environment. Ray (2007, p. 4) asserts early conditions from economic and
political power distribution, legal structures, tradition, group reputation, colonial
heritage, and specific institutional background influences Nigeria. African countries
have incompetent and bureaucratic institutions, which hamper enterprise (Schoof et al.,
2006), and Nigeria continues to record poor indices on the Ease of Doing Business
Report, mostly due to poor infrastructure e.g. light and transport, the difficult business

environment and low access to funding (World Bank, 2009).
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However, capacities are being built including Public Private Partnerships (PPP) to ease
constraints (ADB, 2010; CIA, 2013, 2014). See table 5 for the SME challenges
contributing to mortality. Nevertheless, studies argue opportunities still exist, and firms
manage to withstand the unfavourable business environment (Diomande, 1990; Elkan,

1988; Marsden, 1992; Udechukwu, 2003).

Internal Factors

The internal factors affecting doing business in Nigeria include inconsistent government
policies, which change at short notice shifting priority from one sector into another,
tight credit to address inflation and entrepreneurs discovering their indigenous products
cannot compete with imported goods (Austin, 1990). The Nigerian Economic Summit
Group (NESG) and NOI Polls in the last quarter of 2010 conducts forty-one face to
face, telephone and self-administered interviews involving business owners in banking,
insurance, transport, oil and gas, agriculture, manufacturing, consulting, private equity,
telecoms, aviation, real estate and retail sectors. The finding explains in comparison to
previous years there are slight improvements within the business environment, but the
pessimistic issues, such as, access to credit, infrastructural deficit, exchange rates,
corruption, and policy inconsistency largely remain the same. Hence, business in
Nigeria is challenging but strategic investment, and far-sighted business decision-
making generates desired rewards (NOI/NESG, 2011). Additionally, Beeka and
Rimmington (2011a, b) assert to successfully operate within the Nigerian context
requires confidence and resourcefulness when facing with obstacles, this agility
facilitates taking advantage of opportunities because the opportunity recognition process
is best functional through, self-efficacy, social networks, prior knowledge, a tolerance
for high-risk, leaming, and importantly imbibing the cognitive heuristic ability of
making decisions ‘on ones feet’ to adapt to changes within the environment (Beeka and

Rimmington, 2011a, b).

External Factors

The African continent consists of over 54 countries that remain major exporters of raw
materials and net importers of consumer industrial goods (Stock, 2004). These countries
have little control as prices for exports and imports into Africa are determined in
London, New York and other major centres of the world economy, and this lack of

control over commodities prices makes mid to long term development planning
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uncertain and challenging (Stock, 2004), this is one explanation why the Nigerian
economy appears unplanned. Ray (2007) explains ‘past expectations, aspirations and
actual history’ in the developing world involving the colonial history of surplus
production and extraction contributes to decaying institutions. Hence, historical legacies

contribute to development difficulties (Ray, 2007; Stock, 2004).

Similarly, the failure and decline of many SMEs in Nigeria can be attributed to the
Structural Adjustment Programme (SAP) an imposed World Bank policy advocating
neo-classical theory of perfect competition without considering the facts; a developing
country like Nigeria is unprepared to handle the aftershocks of competing on equal
terms with countries possessing more developed trade channels and institutions. This
dismantling of trade barriers created chaos with SMEs struggling to survive due to the
increase in competition from both internal and international goods (Udechukwu, 2003).
Austin (1990) argues external elements contributes to a constrained macro situation and
business environment, for instance, loans and economic aids by multilateral institutions
demand non-negotiable terms of trade and policy changes (e.g. Currency devaluation,
fiscal austerity), which cause disruptions in already fragile business environments.
These political interferences negatively affect firm operations, and continuous
dependence on foreign aid means a political economy perpetually in shambles (Austin,

1990).

Nevertheless, development aid creates business opportunities for contractors through
projects (Austin, 1990). Aid is one feature many associate with Africa rather than
business a reason why the President of Tanzania within the Africa Commission (2009)
document affirms that Africa’s young need assistance to become entrepreneurs rather
than aid, and youth entrepreneurial development could improve Africa’s
competitiveness. Kosack (2003) for instance favours aid and asserts in combination
with democracy financial aid improves the quality of life. However, others disagree
with its ability to influence economic growth, for example, Okon (2012) in a long-term
study 1960-2010 of development aid to Nigeria finds aid contributes immensely to
worsening human development. Okon asserts for aid to be beneficial, government
policy needs to monitor effective utilisation and donors need to provide more
information on future disbursements to curb uncertainty, and enable better fiscal
planning. Others contend aid does nothing for Africa because rather than governments

concentrating on developing entrepreneurs and raising revenue through effective
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taxation, they relegate this function of enabling entrepreneurship in exchange for
courting donor aid (Bueno de Mesquita and Smith, 2012; Moyo, 2009). But, foreign aid
including loans are ‘easy money’ and bribe money (Bueno de Mesquita and Smith,
2012). Aid creates political vulnerability and likely facilitated the African wars and
coups of the 1990’s (Moyo, 2009), and these conflicts cause economic regression (Ray,
2007). Yet, African governments remain less concerned with creating an enabling

environment for business (Moyo, 2009).
Formal and Informal Entrepreneurship

More than thirty years ago the International Labour Organisation [ILO] (2002) uses the
term 'informal’ sector to describe the activities of those operating outside the formal
economy, whose activities are not recognised, recorded, protected or regulated by the
public service. The informal enterprise colossal increase is causing a quandary; they can
no longer be ignored because majority of employment in developing and transiting
economies emanates from this sector. In Africa, they account for 80% of non-
agricultural employment, over 60% urban employment and over 90% of new jobs over
the past decade, though this work may not be considered valuable such as those in the

formal sector (ILO, 2002).

While the informal sector gains prominence, much discussion persists about legalising
the informal sector (Dessing, 1990; Elkan, 1988; ILO, 2002; Soludu, 2005; Trager,
1987. According to Rheaut Tortora (2008) 69% of people in Nigeria planned to start a
business informally, and perceived difficulty in the regulatory environment and access
to finance were the attractions. Hence, talented entrepreneurs unable to overcome
institutional barriers operate in the informal sector, due to bureaucracy and inability to
provide basic needs for poor masses (De Soto, 1987, Thomas and Mueller, 2000). Elkan
asserts most informal entrepreneurs are less educated, or from social or religious
minorities and even though the sector remains criticised, informal entrepreneurs
importantly serve low income consumers, and their activities serve as a springboard,
since many large businesses in Africa start within the informal sector (Elkan, 1988).
Many small enterprises are informal and assisting them become formal is an important
goal for the government and all Enterprise Development Service Providers (EDSPs)

(Soludu, 2005).
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Acs (2006) equates informal entrepreneurship to necessity entrepreneurship arguing that
opportunity entrepreneurism leads to economic growth, while necessity
entrepreneurship (including informal self-employment type) shows that bureaucracy
hampers business creation to hypothetically cause slow economic growth. However, the
informal sector is an important source for many, the Economist expresses it is
approaching 60% in Chad, 22% in Ghana and between 20-30% in Nigeria (Chigunta,
2002b). Hence, given many youths operate within the informal sector, the debate of
youth entrepreneurship ranges around ‘are the self-employed who operate in the
informal sector, entrepreneurs or disguised workers exploited by the formal sector?’
(Cross, 1997) surely such enterprise skills are functional in life circumstances including
coping with poverty, which is good for both the formal and informal economy (Schnurr
and Grant, 1999). Also, Shane (2003) asserts numerous opportunities exist for trader
groups coming together to recombine resources; these do not always end up new legal
entities. Therefore, Williams (2011) maintains the informal economy is multifarious and
should no longer be ignored and considered illegal, under undeclared wages and
“sweatshop-like” conditions, and governments should reconceptualise informal
activities. Williams advocates formal activities should not replace informal activities,
and once the right structures for informal self-employment are recognised with targeted
policy, then informal enterprise can become an alternative to formal employment

(Williams, 2011).

According to the World Development Report 2013 over half of workers in developing
economies are self-employed, or engage in small-scale farming. Therefore, the informal
sector 1s normal and transformational with capacity to make cities work, create
internationalisation, preserve environments, build trust and civic duties, reduce poverty
and create jobs that achieve economic and social development. The report advocates
that governments needs to realise 90% of jobs in developing countries are created by the
private sector that need an enabling environment, macroeconomic stability, investment
in human capital, rule of law, security, and removal of obstacles that hinder the private
sectors ability to create jobs (World Bank, 2012). Hence, consistent with this thesis

Ucbasaran et al. (2010) advocates entrepreneurship studies research different structures.
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