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NIGERIAN ENTREPRENEURIAL ENVIRONMEN |

By
Gunu, U', Kilishi A” and Yakobu, AT
Department of Business Administration, University of llarin, Tlorin
'Department of Economics, University of Tiorin, Horin Nigeria

ABSTRACT

Factors of production would rematn igle and cannot produce anvifiing
if there is no ehtreprenaitr to orpanize th et for producifve enterprise fi
£ the caleulated effor of entreprenewrs that preage value in society by
producing Products and services, En treprenevrial activities ereqje fahs
and wealth for both the entreprensurs and their entplopees. Thuy,

Worid Bank enterprise Survey data were used. The data show thot
ERTFEprEnenrship activitier in Nigeria is relatively lower than South
Africa, Kenva, Ghang and Egypt. Nigerian governmeny at diffirvent
fies introduced policies and programmes to Stimulate
ehlrepreneurship activities in the commir: However, thege poficiey and
programmnes could not vield deived resull. 18 therefore recommended
that more important and radica efforts should be taken &Y government
i tmprove the entrepreneurial environment in order to EACOUrRre
WO entvepreneurs (o get invelved in Entreprengitryhip,

I INTRODUCTION

tirepreneurs that create value in society by producing what people
Hintat different time periods, According to Gany (2003) the prowih of




capital, mnovation and invention of new products as well as new
“production technigques in any society, all depend on the quantity and
quality of entreprencur. The skills, ability, intercst and size of
catreprenewrs determine the volume of business and economic
aetrvities in any society.
The activities of entrepreneurs do ot only crate valuahle goods and
services, but also make these products available i the final consumers,
The chain of activities of the SRIrEprensurs create jobs and wealth for

both the entreprenenrs and their employees, Thus, developing and

encouraging entrepreneurial activities for mass of people will go a long
way 50lving mary socio-cconomic problems such as unemployment,
poverly and even insecuricy. Howe ver, the success af entrepreneurial
nctivities depends on 4 number of factors called entreprensunal
environment,

Nigeria 15 blessed  with matenal, vatural and human TESOUTCes:
however, wnemployment and poverty remain the twin problem
bedeviling the country, This may be the fall out of the inability of
successtve gavernments to create conducive entreprencurial
covironment for interested entrepreneurs. Vibrant entrepreneurs
operating in enabling entreprencurial environment can creats 1 strong
econamy where jobs and wealth are generated for majority of people.
Therefore, this paper examined the characteristics of Nigeria
enirepreneurial environment compare it with other counlries in Africa,
and the various policiesdigsues to stimulate entreprenenrial activities in
the country. Thus, the remisiming part of the paper is divided into five
sections: (i) the concept of entreprencurship and entrepreneur; (i)
cntrepreneunial environment, (i) entreprencurial BRVironment in
Nigeria and selected countries in Adrica; (iv) policy issues; and (v)
concludimg remarks. ‘

2, THE CONCEPTS'OF ENTREFRENEURSHIP AND
ENTREPRENEUR

Smee French economist Richard Cantillon first coined the concepf !
entreprencurship tn abowt {730, %cholars are engaged in researchig
mto eulreprencurship, entreprencur and entreprencurial activilpe,
However, there is still no CONSEnsus on the meaning ol
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entrepreneurship. Joseph Schumpeter was the first to BIVE 1 more
modern definition of the concepts of entrepremeur and
entreprenevrship in | 934, He defined Cnireprenenr as an innovator whao
implement entreprencurial change within markets, where
entrepreneurial change has 5 manifestations: 1) the introduction of a
new ar superior product; 2) the introduction of a new method of
production; 3} the opening of anew market: 4} the exploitation of a new
source of supply; and 5) the re-engineering/organization of business
minagement processes. 1t is a process through which individuals
identify appartunitics, allocate resourees and ercate value. The
creation of value is often through the identification of opportunies for
change. Entrepreneurship is known as the capacity and attitude of a
personor group of persons to undertake ventures with the probability of
success or atherwise. Entrepreneurship was also defined by Shane and
Venkataraman (2000) as the creation and management of 4 new
organization designed to pursue a unigue, innovative opportunity so ss
to achieve rapid, profitable growth. Other authors such as Acs and
storey (2004), Minniti and Lévesque (2008), Naudé {2007), and
Kanothy, (20097 see entrepreneurship as the act of risk-taking and co-
ordination of factors of production in order to create new procucts or
services for new and existing users in the society, It demands that the
individual should be prepared 1o assume a reasonable depree of risks,
be & good feader in addition to being mnovative, Entrepreneurship
could also be defined s the act of creating a new comnbination thet ends
one economics order and clears the way fora new one_ It is g process by
which economic and commercial activities necessary  for the
improvement of the standard of living of the society are ereated by
cotrepreneurs, Entreprencurship bridges the pap between science,
technology and the market,

The word entreprenenr was derived from a French verb entreprondre,
which means “to undertake”™, An entreprensur is thercfore cons dered
as & business person who develops a new idea and takes the risk of

setting up an enterprise to produce a product or service which satisfies
consumers need. All entreprensurs are business persons, but not all

business persons are CNITCPLENCUTS. An enfrepreneur is a business
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person ifhe/she is not satisfied with hisher performance and therefore,
finds some special qualities and strength in order to achieve a total
pasitive turm around in his'her business performance,

3. ENTREPRENEURIALENVIRONMENT

The difficulty of definmg exactly what is meant by entrepreneurial
environment stem from the lack of consensus on the meaning of the
concepts of entrepreneur and entreprencurship. Generally,
entreprensurial environment consists of all factors outside the trait and *
behavior of entreprensur which influence the capability of entrepreneur
to carry out entrepreneurship activities, Entreprencurial success docs
nat only depend on the busmess innovative ability and skills of the
entreprencur but also the environment in which the entrepreneurship
takes place.

Entrepreneunial environment in this sense include factors such as
social, economic, political, and infrastructural variables that arc
capable of either impeding or facilitating entreprencurial activitics in
iy society, Gunw (2013} According to Goyawali and Fogel (1994)
entreprenearial environment encompasses the enlire economic, social-
cultural, and political factors which affect the willingness and ability of
entrepreneur to embark enentreprencurial activities.

These factors  economic, soctal-cultural, politeal, infrastrueture are
broad measures of deteprqinnnts of entrepreneurship activities which
lack specificity. There is nted for specific indicators of assessing the
environment that atfect entrepreneurship activibies, so as to be able o
gauge the conduciveness of entreprenewrial environment of different
countries. Availability of such specific measures would equally help
policymakers ta know precisely what to do to improve the environment
in ordar to encourage entrepreneurship in the cconomy. Gunu (2013)
mentiohed some of the indicators of measuring entreprencarial
environment which include quality and quantity of energy, transport
infrastructure, samtation, social welfare, access to finance, property
registration, tax administration, contract enforcement, legal justice, and
security among others.

Organization for Economic Cooperation and Development {OECD|

[212]
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developed indicators to measure entrepreneurship activities and its
determinants (that is, entrepreneurial environment). The CECD
measures of entrepreneurial enviromment consist of six indexes with
thirty five {35) indicators. The indexes are: (1) regulatory frame rork
which has eleven indicators; (1) market conditions with six indicators;
{111} access to finance with five indicators; (iv) knowledge creation and
diffusion also has five indicators; and (v) entrepreneurial capabilibes as
well as (vi) culture has four indicators each, However, the statistics of
these mensures are only available for member countries, The World
Bank has also developed & number of indicators to measure
entreprencurship activities and entrepreneurial environment. The Bank
conducted enterprize surveys across all countries of the workd to collect
data on over one hundred and twenty (120) mdicators o measure
entrepreneurship activities and entrepreneurial environment.

4, ENTREPRENEURIAL ENVIRONMENT IN NIGERIA
ANDSELECTED COUNTRIES INAFRICA

In this section the World Bank indicators are used to compare
entreprensurship activities and entrepreneurial environment in Nigeria
and four other African countries, South Africa, Kenya, Ghana, and
Egypt. The data is sourced from the Bank's enterprise survey daia set,
the data for African countries is only available for one year (2007)
excepl Egypt which has two years 2007 and 2008, Twenly three
indicators are presented in Table 1, the first seven are used to measure
entrepreneurship activities in an economy. The average ape of
enterprises measures the tradition of entreprenenrship in an economy, 1t
15 clear from table 1, that Egypt has the oldest tradition of
entrepreneurshipactivities, while Nigeria is the youngest. Performance
of enterprise measure by capacity utilization is highest in South A fica,
followed by Kenya and least in Nigeris. Number of full-time, skilled,
unskilled and temporary workers measure both performance and
impact of entrepreneurship activities in an ¢conomy. On the average
Egypt has far more full-time workers than any of the countrics
considered in the table, Number of full-time workers is lowest in
Migeria, meaning that the impact of entrepreneurship activities in term
of creation of full-time  jobs is low in Nigena compared to Egypt,
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Scuth Africa, Kenya, and Ghana respectively. The number of
permanent skilled and unskilled workers are relatively lower m
Migeria, The years of working experience of top managers indicates the
entreprencurial skills in a society. On the average the expenence m
Niperia is second to the least, with Egypt leading and Kenya at the
batiom.

The remaining fiftcen indicators are used to measure the environment
or factors that affect entrepreneurship activities, The first indicatop
shows the percentage of bribe that on the average entrepreneurs give
during public transactionz, This could discourage or serve as threat to
entreprencurs who want to participate in entrepreneurship activities.
Other indicators are average mumber of days it take to obtain license,
number of hours electricity is off in a typical day and number of days of
electricity outages in a typical month, proportion of electricity from
generator, percentage of sales loss due to theft and vandalism,
proportion of investment financed by banks and sales of equity/stock,
and cost of secuiity among others. The percentage of investment
financed by banks and/or equity measure access 10 finance, which is an
inportant entrepreneurin]l environment that determipes financial
capabilities of entreprencurs. Access 10 energy/power is measured by
dutation of electricity «cutape and use of generator. The level of
regulatory bottlenceks 1s measured by average days to obtain license
and construction pernyt.

Migeria's performance igrelatively impressive in few of the indicators
such as days lo obtain construction permit and license. Nigera
outperforms all the countries in the former and in the latter Nigeria is
second only to Ghana, Private domestic ownership of enterprises is
equally highest in Nigeria The proportion of mputs sourced
domestically is highest i Migeria, implying that the inputs for
entrepreneurship activities are largely sourced from the domestic
economy. This could have important feedback effect on other sectors of
the economy such as agricultuge. However, Nigeria's performance in
soime other indicators is not that impressive, for instance, Nigeoa 15
l=ading in the percentage of bribe an average entreprencur gives during
public transaction. While in Nigeria the bribery index 15 3L 1, 1t 15 as
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low as 3 in South Africa, though this 1s also high in Kenya with 27.2, In
term of access to finance, only 1.3 pereent of enterprises mvesiment in
Nigeria is financed by bank loan, while over 23 percent is financed by
bank in South Africa, 15,5 percent in Kenya, 10.5 and 9.6 in Egyptand
Ghana respestively. Generally, the proportion of investment financed
by sales of equity or stack is low in all the five countries, ad even
Afnica as whole, The data presented in the table show that Migerian
entrepreneurs face energy challenges as over 60 percent of electricity
used by enterprises is generated from generator, and on the average
there are more than 26 power outages in £ typical month,

The findings af Nwibo and Okovie (2013) corroborate the statistios
presented in the table 1. They collected primary data from selecied 360
agribusiness enferprives tn southeastern Nigeria, their results show
that inadeguate start-up funds and inodeguate access to credit
fucilities, prevalence of thefi and other crimes, bribery and corruption,
poor lepal system, poor infrastructural facilities, tediouy regivtration
and licensing procedure were the major challenges jfacing
endrepreneurship activities in Nigeria.

Table 1: Selected Indicators of Entreprencurship and
Entreprencurial Environment (2007)

Sourh !
Izdicaiur Riperls | Adrica | Kowys | Ghane | E_.mt|
Measuring Emfrepreacurship | i
| Agu ol the vstablishment (years) G £5.7 115 153 24k}
Capaocity wilizinn {35 et 76| el 337 wial
Mumsber of permanes [WS-ine wockess — 1682 139 q1.9 a4 | 2268
| N of parmancet skitlid peoiluct jon workans 96| 28 524 6] 039
Tamitar of permeneni unskilled productos workens E6) 111 KRR il| 6L3
Teamiter of lenparmry workon 19 54 133 L il
Years of the top manager's experience working i the
fint's secinr e[ 12.L i3 133 |7
| Measurlag Entreprencurial Envirenment I
Helboay Indan {3 of giftor mformal payment requests 1
during pebillc tawsactions) 0. 1| aral wr| my
Dhiya w0 odalii & consirisicn-riied permil vy 55 351 dis) 1055
| ey w0 otealin B cpmiling license b [ 154 4| B0
Durarion of & cypseal eloctrical pulapge (howss) i1 1.4 251 ik }
1T everato {8 uaad, average pruporiion ol electricity
fnm & gEneranr [3) BT Ly a7l mal jae]
[215 ]
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Loges toie to thefy 408 vemebilie agginst He Fim % B
nrr.m.u: I:uz-:] 4. I 14 0% 3
Humber of ploctrical outages in 3 ypieal fedh 63| 21 69| s3] 8
|'Em_l:rnf'wrreri!1_rl.|:'l'u:ion::u in & bypical imonth 18,4 ia 6] [06] 2
| Propardion af invesiment finsneed by banks (%) L3 asEl 55| os| 108
E;}:ﬂ;ﬂ]ﬁﬂ el investment Franced by eyuity or smek o - I.I.I*;! o =
:ZTMMFMM e 99| &) 435 EH..?! 92 |
I!"::;.‘-:llmu af sated inputs thot ge of domestic erigin A sil sl gl as
1.’n1:'ur||.1|| of total drrprete that ane of fore g origin (3] 0% 146 39| 66| 245
SFE, { ?
| Sty cosis [ of auul sales) = 1.R &) 23 12 [

5. RECOMMENDATIONS/POLICY ISSUES .

The need for government to play significant role with respect to
entrepreneurship development in Nigeria 'Elf:::urru: more obvious
immediately after the civil war, Government in the country has since
then irtroduced various policies at different point in time 1o encourage
indigenous entrepreneurship, These policies range from the ng_ermln
Enterprises Promotion Decrees of 1972 and 1’5'_?? and '[*_-I|gn:lrm
Indigenization Policy which aim at creating opportunitics for Migerian
mdigenous businessmen, to 5o many other policies and programmes
targeted at cither providing funding to entreprensurs or technical
assistance as well as advisory services. Some of these p-:uh_ulﬂs and
programines as listed by Guou (2013) and Sanusi fEt:HH]_mcludt!i
Industiial Development Centres (IDCS), Small Scale Industriss Cradit
scheme (SSICS), The Nigrjan Industrial Develnplment Bank (HI:IJE},I
The Nigeria Bank for Comifience and ]ndusu_},Natmnal]]u't_cmrati:s of
Employment (NDE), Mational Economic Reconstruction Fund
(NERFUND), Family Ecohomic Advancement Programme (FEAF),
P"eople's Bank, Small and Medim Enterprises Devel opment A gerllcyln!'
Migeria (SMEDAN), Small and Medivmn Ent:rEnses Equity
Investment Scheme (SMEEIS), and the recent You Wu} programme
among others. The Central Bank of Nigeria (CBN) from inception use
lo speeify in the credit guidelines the minimum share of banks credit
that should be given to small seald entreprensurs. Hnj.f-ever, due to the
naturai weaknesses and incfficiency of direet credit control by the
CBN, this practice was discontinued and replaced by a system ol
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market mechanisin, supported by moral suasion {Sanusi, 2003). Others
are National Open Apprenticeship Scheme (NOAS) and Cen res for
Entreprenearship Development (CED) which is made to teach und
encourage students of institutions of higher learning how to ncquire
entrepreneurial, innovative, and managerial skills,

Sanusi (2003), Ebiringa (20012} and Gunu (2013} among others
acknowledged that all these various efforts did not yield desire resyly.
Sotne of the reasons for the failure of the policies and programimes are
lack of continuity due to frequent changes of povemment pulicies,
inadequate funds, poor monitoring system, and lack of commity ent by
sovernment as well as other stake holders. Therefore, it is Important for
soverniment and its agencies to be fully committed to whatever palicies
and programme introduced to promote entreprencurial activities, There
should be proper monitoring syslem, s0 as to ensure that the funds and
other resources do not only get to the target population but are used for
the intended purpose,

Itis obvious from the data presented in Table 1 that access o finence s
not the only obatacle to entreprensurial growth in Nigenia. Hence, there
is need for holistic reform which will create conducive entreprensurial
efvironment, Specify ically, there is need to reduce the number of cffices
ardd officers that an entrepreneur have meet either to obtain licese or
pay tax or for any public transaction. This will reduce the number of
bribes an entrepreneur gives during public transactions. The gencral
problem of electricity should he addressed as a matter of Lrgent
importance. The entrepteneurs and sovemments should take necessary
steps o strengthen the security situation 5o as to redyce the loss tlue 1o
theft and other criminal activities. In the whale there is need to promote
cntreprencurial culture through initiatives thar will build buriness
confidence, positive attitude and social responstbility. It is also
Imperative 1o provide technological supparts, encouraging inter-firm
linkages and promote research and :ir.-'.reh}pr!nenl.

CONCLUDING REMARKS

The paper discussed the concepts of entreprencurship, entrepreneur and
tnireprencutial environment, the features of eritrepreneurship and
unitepreneurial environment in Migeriz and four other A frica couniries,
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selected indicators in the World Bank enterprise survey data were
considered, The data show that entrepreneurship activitics in Nigeria is
relatively lower than South A frica, Kenya, Ghana and Egypt. Measures
of entrepreneurial emvironment equally show that the Nigerian
entrepreneurial environment pose a number of challenges and threat 1o
potential entrepreneurs. The environment hindered and could further
limit the ability of énfrepreneurs to undertake entreprencurship
gctivities ifnothing is done to make improvement,

Nigerian government at different times introduced policies and,

programmes to stimulate entreprenewship activities in the country.
However, these policies and programmes could not yield desired result
dug w0 a number of reasons such as lack of commitment, policy
mconsistency, inadequate funds and monitoring system. It is therefore
important to take more radical efforts to improve the entrepreneurial
environment $o as o cncourage more entreprensurs to get involved in
entrepreneurship. If this bappen, jobs and wealth will be created for
majority of people, hence, the war against unemployvment and poverty
will be won {nno time.
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