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Foreword 

I am highly delighted to write this Foreword to this timely collection by 
Ayodotun Stephen Ibidunni, Oyedele Martins Ogundana, and Maxwell 
Ayodele Olokundun for their book titled “Innovation, Entrepreneur-
ship and the Informal Economy in Sub-Saharan Africa: A Sustainable 
Development Agenda”. The book is very topical and germane to the 
needs of the African continent given that Africa has vast human and 
natural resources, which is ironically regarded as one of the poorest conti-
nents. While a large volume of discussions and publications on Africa’s 
sustainability potentials occupy several public domains, the present book 
makes a unique contribution through a pool of topics that emphasizes 
institutionalization, motivational factors, and harnessing the innovative 
potentials of Africa’s informal sector entrepreneurs and their supportive 
role in achieving sustainability. 
The book is sectionalized into critical areas including Sub-Saharan 

Africa (SSA)’s Informal Entrepreneurship Ecosystem, Innovations 
in Entrepreneurship Practices in SSA, and Economic Impact of 
Entrepreneurship in SSA. Each of these areas has topics that address the
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viii Foreword

multidisciplinary nature of transforming Africa’s resources and opportu-
nities through innovation and entrepreneurship. 

My experience as Professor of Economics, with numerous publications 
that focused on African economies, reveals to me that SSA is at a point 
where much emphasis should be on the role of entrepreneurship and 
innovation across all levels of its economy. The recent myriads of events, 
including the pandemic, intra/inter-border crisis, and major economic 
policy shifts across global economies have formed a compendium of 
shocks that have affected African economies. These unfolding events 
point to the need for SSA to be more focused on exploiting its resources 
through the efforts of entrepreneurial actors and innovative capabilities 
across sectors of the economy. 
The entrepreneurship ecosystems in SSA need to be approached from 

a multi-stakeholders’ approach to fulfil their sustainability potential. 
A stakeholder’s approach implies a synergistic effort of entrepreneurial 
and innovation actors, theorists, and policymakers interdependently 
addressing the gaps that surround the entrepreneurship ecosystem while 
strengthening the existing breakthroughs accomplished. As highlighted 
in the book, the present situation in which firms in the informal 
economy of SSA operate by a self-reliance mechanism poses a challenge 
to the growth of the sector and overall economic performance. This 
assertion draws from the huge reliance of the African economies on the 
informal sector as a major contributor to job creation, contributor to 
gross domestic product (GDP), and a transformer of economic resources 
to valuable goods. 
Therefore, I congratulate the book editors (Ayodotun Stephen 

Ibidunni, Oyedele Martins Ogundana, and Maxwell Ayodele 
Olokundun) for the good job they have done in putting this book 
together. Undoubtedly, their wealth of experience has showcased itself 
through the successful completion of this project and the valuable 
insights they are projecting to support the growth of sustainability
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theory and practice in SSA. I am assured that readers will find the 
content of the book fascinating and useful. 

Prof. Evans S. Osabuohien 
Professor of Economics at 

Covenant University, Chair 
and Lead Economics, DePECOS 

Institutions and Development 
Research Centre (DIaDeRC) 

Ota, Nigeria



Preface 

Welcome to this book, a comprehensive exploration of the intricate web 
of connections that lie at the heart of innovation and entrepreneur-
ship within the informal economy of Sub-Saharan Africa (SSA). In the 
following pages, we embark on a journey to unveil the concealed rela-
tionships, motivations, and aspirations that define the entrepreneurial 
landscape of this dynamic region. 

Sub-Saharan Africa, with its diverse cultures, challenges, and oppor-
tunities, serves as the backdrop for our exploration. The canvas we paint 
upon is one of burgeoning population growth, a shifting landscape of 
traditional employment, and a complex interplay of limited resources. 
As the voices of individuals across the continent rise in determination 
to secure their livelihoods, the informal sector swells, driven by a quest 
for economic sustenance. Yet, this sector often operates with minimal 
legislative support and access to vital resources, such as training and 
capacity-building. 
The threads that interweave within this tapestry form a compelling 

narrative. Our goal is clear—to expand the boundaries of knowledge 
surrounding innovation and entrepreneurship models. Through this
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xii Preface

expansion, we aspire to lay the foundation for sustainable development, 
forging a more resilient economic landscape for the African continent. 
While existing research has contributed significantly to our under-

standing of entrepreneurship and innovation in Africa, there remains a 
substantial knowledge gap. This void encompasses the subtle motivations 
that steer Africa’s informal sector innovation, leaving these intricacies 
largely unexplored. While studies have dissected gender dynamics among 
African entrepreneurs and probed the influence of institutional factors, 
the true essence of Africa’s informal sector innovation remains enigmatic. 

Our book project stands as a bridge across this gap. Within these 
chapters, we shed light on the institutional underpinnings, motivational 
catalysts, and untapped innovative potential that reside within Africa’s 
informal sector. These elements hold the key to nurturing a more sustain-
able African region. As existing literature underscores the pivotal role 
of institutions, both formal and informal, in shaping entrepreneurial 
and innovative outcomes, we delve deeper. We seek to uncover the 
nuanced interactions and interventions that propel entrepreneurship and 
innovation within SSA’s informal economy. 

At its core, this book is a contribution—a piece of the ongoing 
dialogue surrounding innovation, entrepreneurship, and sustainable 
development. Our mission is to unearth patterns that fuse entrepreneur-
ship theories, offer novel perspectives on the harmony between 
entrepreneurship and innovation management, and illuminate the roles 
of varying institutional interventions. These collective insights aim to 
chart a course towards sustainable development within the evolving 
informal sector of Africa. 

Spanning a wide array of subjects, the chapters within this 
book present a multidisciplinary and culturally diverse panorama 
of entrepreneurship theories and practices across Africa. With the 
researcher, academic, policymaker, entrepreneur, and student in mind, 
our endeavour is to provide a deeper understanding of the symbi-
otic relationship between innovation and entrepreneurship. Together, we 
navigate the labyrinth of the informal economy, paving the way for a 
more resilient and vibrant Africa.
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Join us on this intellectual journey, as we unravel the intricate tapestry 
of innovation and entrepreneurship in Sub-Saharan Africa’s informal 
economy. 

Abeokuta, Nigeria 
Nottingham, UK 
London, UK 

Ayodotun Stephen Ibidunni 
Oyedele Martins Ogundana 

Maxwell Ayodele Olokundun
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1.1 Introduction 

This book project focused on demystifying the interconnected-
ness between the factors and actors involved with innovation and 
entrepreneurship development in Sub-Saharan Africa’s (SSA) informal 
economy for more effective, result-oriented outcomes amidst the rising 
population in Africa and the lowering opportunities for white collar jobs
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and the continent’s limited access to resources. In addition, the resolu-
tion of many persons living on the continent to secure their livelihood 
also projects the number of participants in the informal sector with 
very minute legislative support and access to firm capability-building 
resources (Gurtoo, 2009; Ibidunni et al., 2021). These complex rela-
tionships, therefore, result in the critical need for an expansion in the 
knowledge area of innovation and entrepreneurship models (practices 
and theories) that embed a sustainable development agenda and achieve 
a more robust economy for the continent. 

Existing research, including previous special calls for papers (Ingen-
bleek, 2019; Madichie et al.,  2017), has attempted to contribute to 
entrepreneurship and innovation research in Africa, especially Sub-
Saharan Africa. Studies have investigated gender relativity among African 
entrepreneurs (Akinboade, 2005; Damilola et al.,  2020; Ogundana et al., 
2022). Also, the literature has made a submission regarding the role 
of institutional factors that influence entrepreneurship (Aparicio et al., 
2016; Otache, 2017; Urbano et al.,  2019) and a generic sense of 
entrepreneurship in Africa’s informal sector (Ibidunni et al., 2017; Jevwe-
gaga et al., 2018), without necessarily exposing the underlying motiva-
tions that define uniqueness in Africa’s innovation and entrepreneurship 
ecosystem and particularly in the informal sector. Indeed, there remains a 
vast knowledge gap concerning institutionalization, motivational factors, 
and harnessing the innovative potentials of Africa’s informal sector 
entrepreneurs and their supporting role in achieving a more sustain-
able African region (Acheampong et al., 2014; Ogundana, 2022). Extant 
literature asserts the role of institutions (North, 1990), that is, formal-
ized procedures and organizations that govern interactions and behaviors
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among social agents (Fuentelsaz et al., 2019) or informal interactions 
among social and economic actors (Waylen, 2014), on entrepreneurial 
and innovation outcome in SSA. Indeed, assertions exist that formal 
and informal institutional factors dominate the interconnectedness and 
success of entrepreneurship activities and innovativeness at the firm and 
regional levels (Aidis et al., 2008; Guzmán & Javier Santos, 2001). In 
other words, while entrepreneurship and innovation are complemen-
tary (Singh & Gaur, 2018), this interaction is facilitated by different 
types and levels of institutional interventions (Donbesuur et al., 2020). 
Nonetheless, the theoretical explanation of formal and informal insti-
tutions in motivating entrepreneurship and innovation activities in the 
informal economy, especially in the SSA, remains a scantily explained 
area. Therefore, this book project seeks to contribute to the ongoing 
debate in the field of innovation, entrepreneurship, and sustainable 
development by identifying patterns of domesticating entrepreneurship 
theories, harnessing papers that project novel insights about the comple-
mentarity of entrepreneurship activities and innovation management can 
occur, and coupled with the roles of different types and levels of insti-
tutional interventions in achieving sustainable development in Africa’ 
growing informal sector. 
Chapters in this book cover a wide array of topics that discuss 

a multidisciplinary and multicultural perspective on entrepreneurship 
theory and practices in Africa. This book project will benefit researchers, 
academics, policymakers, entrepreneurs in large firms and SMEs, and 
students interested in understanding the interconnected roles of innova-
tion and entrepreneurship in improving Africa’s informal economy and 
achieving sustainable development across the region’s informal markets. 

1.2 Sub-Saharan Africa’s Informal 
Entrepreneurship Ecosystem 

The informal sector in Sub-Saharan Africa (SSA) consists of micro, small, 
and medium enterprises (MSMEs) that operate within the resource-
constrained and institutionally void economic setting (Ibidunni et al., 
2021). Thus, firm survival and sustainability in the SSA lie in the
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ability of the firms to dwell on internal capabilities and innovate with 
accessible limited resources (Igwe et al., 2020). However, while the 
existing literature has made significant contributions to the economic 
outcomes of firms in SSA’s informal economy (Hinson et al., 2022; 
Madichie et al., 2021), the implications derivable from various inter-
actions of the elements within the entrepreneurial ecosystem of SSA 
have not received elaborate explanations to the present. Therefore, the 
topics within section one of this book examine the economic and social 
motivations that capture different forms and levels of impact of the 
entrepreneurial ecosystem on entrepreneurship and innovation in SSA. 
The study by Oladele, Adigun, and Laosebikan titled “Jump on 

the Bandwagon: Finding Our Place in the Entrepreneurial Ecosystem 
Discourse.” Their study identified and discussed salient gaps in the study 
of EE globally that require attention, narrowing the same to Africa, 
specifically Nigeria, and propose overarching research questions to guide 
Nigerian researchers in the study of EE. The study provides compelling 
arguments on why Nigerian literature needs to pay attention to this area 
of research, especially with the recent surge in entrepreneurial activities 
in selected regions in the Nation. The paper also identifies some key 
research questions based on the identified gaps in concepts, theories, 
empirical works, frameworks, methodology, geography, industry, and 
level of analysis that can help researchers start studying EEs in Nigeria. 
Finally, the study concludes that the time is right for Nigerian scholars 
to jump on the bandwagon. 
Similarly, Agbi and Ibidunni drew data from a developing economy, 

namely Nigeria, to investigate the “Small and Medium Enterprises 
(SMEs) Sustainability Strategies Beyond the Periods of Environmental 
Shocks.” Their study adopted the qualitative research design to demon-
strate how the disruption influenced SMEs’ survival, adaptation and 
future thinking strategies and their implications for Small and Medium 
Enterprises in South-Western Nigeria. Interviews were conducted using 
open-ended questions emailed to forty-three Owners and Owner-
managers of SMEs across South-Western states in Nigeria. The study 
results indicate a negative impact of the economic and health shocks on 
Small and Medium Enterprises (SMEs) sales, income, and profitability
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in Nigeria. Considering the sudden nature of the pandemic, opera-
tors of SMEs developed various novel coping strategies to minimize the 
impact and survive during and after the pandemic. However, the study 
has implications for policymakers toward supporting SMEs’ growth and 
future adaptation, especially in developing countries like Nigeria. 
The title “Motivating Entrepreneurial Activities to Achieve Sustainable 

Development in Sub-Saharan Africa” was investigated by Onoshakpor 
and Ogundana. They explained that entrepreneurial activities are crucial 
for sustainable development in any developing economy. Nevertheless, 
the percentage of the population involved in business start-ups still needs 
to be improved in Africa compared to other continents, including the 
developed world. Thus, Onoshakpor and Ogundana explored the factors 
motivating entrepreneurial activities among women and men in Nigeria’s 
developing economy. To do this, they conducted ten in-depth inter-
views, which were transcribed and thematically analyzed using QSR 
NVivo. The findings revealed that women and men are motivated by 
different factors. This finding implies that female entrepreneurs should 
be treated as a homogenous group separate from their male counter-
parts. Doing this will enable policymakers to design more effective 
entrepreneurial policies that encourage entrepreneurial activities that 
stimulate sustainable development, especially in Sub-Saharan Africa. 
Umoru, Udie, and Udeozor, in their study titled “Entrepreneurial 

Ecosystem and the Role of Telecom Multinationals in Achieving SDG 
9 in Developing Economies” observed that entrepreneurship is vital 
to the sustenance of the local economy of any country. Particularly 
in developing economies where there is a need for an entrepreneurial 
ecosystem consisting of a network of government, Multinational Enter-
prises (MNEs), start-ups, and other institutional bodies tasked to 
contribute to entrepreneurial innovation and shape the creation of 
new businesses. Nevertheless, how the contributions of MNEs in the 
ecosystem help achieve the UN sustainable development goals (SDGs) 
have been largely understudied. They contribute to the growing body 
of literature through a qualitative case analysis of four telecom MNEs. 
Their study shows a novel model that demonstrates that telecom MNEs 
contribute by “building technology infrastructure” and “information 
communication technology centres” to support start-ups in Nigeria.
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Moreover, the study’s analysis revealed the role of government as an 
exogenous factor mediating how MNEs contribute to SDGs. These find-
ings contribute to the broader discussion regarding the contributions of 
MNEs to the entrepreneurial ecosystem in developing economies. 

1.3 Innovations in Entrepreneurship 
Practices in Sub-Saharan Africa 

The complementarity of innovation and entrepreneurship research in 
SSA is an emerging area of theoretical investigation and, in practice, 
is nascent (Olokundun et al., 2022). Unlike the developed economies 
where investigations that pertain to innovation and entrepreneurship are 
widely explained (Jiang et al., 2023; López-Muñoz et al., 2023), SSA as 
a developing region has scarcely received any precise theoretical investi-
gations into the various stages of innovation and entrepreneurship devel-
opment (Saka-Helmhout, A. et al., 2020). Hence, it is not clear at the 
moment what exact stage or type of innovation is happening within the 
SSA region. With this gap in existence, the innovation in entrepreneur-
ship practices section of this book contains a collection of chapters that 
demystify the varying relationships, impacts, and implications derivable 
from a well-knitted understanding of the interactions between innova-
tion and innovation entrepreneurship in SSA. These relationships are 
derived from complementary efforts of actors, factors, cultures, and 
systems that define different outcomes. The study by Ogbari, Chima, 
Olarewaju, Olokundun, and Ufua titled “Towards an Integrative Model 
of Innovative Entrepreneurship Education for Institutional Sustainabil-
ity” demonstrated the role of educational institutions as facilitators of 
innovation and entrepreneurship in SSA. This paper advocates and 
posits the Integrative Model of Innovative Entrepreneurship Education 
(IMIEE). This is achievable by exploring entrepreneurship by educating 
students and aspiring entrepreneurs to become innovative rather than 
imitative and non-disruptive. However, given the current overly theo-
retical nature of teaching schemes across higher institutions today, the 
curriculum needs to be completely overhauled to incorporate a more 
innovative approach of practical and hands-on experiences that fosters
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innovative entrepreneurial practice. Therefore, an integrative model for 
innovative entrepreneurship education becomes imperative for insight 
and guidance for pedagogy and practice in a way that drives institutional 
sustainability. Thus, this theoretical paper contributes to the existing 
literature by analyzing various empirical works and previous models, such 
as the Design Thinking Approach, DISRUPT, the experiential model, 
and National Innovation Systems (NIS). Some shortcomings in previous 
models inform the need to posit an integrative model that synthesizes 
vital elements. 

Amuda studied “Informality in Africa in Relation to Sustainable 
Development Goals 8 and 9: Framework for Innovation and Sustainable 
Industrialization.” This paper deconstructs the concept of informality in 
industrialization and manufacturing on the African continent, which has 
impacted inclusive and sustainable economic growth concerning United 
Nations’ Sustainable Development Goals (SDGs) 8 and 9. Character-
istic features of informality on the African continent are highlighted 
based on the International Labour Organization’s classification of an 
informal economy. Informality behavior in some selected African coun-
tries’ economies is elucidated in relation to sectorial spread and gender 
distribution. Factors driving the growth of the informal sector, such 
as gender disequilibrium (notably, the feminization of poverty), low 
economic growth and rapid urbanization, globalization and redundan-
cies, institutional and legal barriers, conflicts and social crisis, and the 
adoption of capital-intensive manufacturing processes are highlighted. 
Frameworks to innovate the informal sector to drive Industrialization 
on the African continent are equally presented. Some of these frame-
works include standardization of products and protocols of informal 
sectors, skill upscaling and training, and building an ecosystem of skill 
mismatch to cascade the informal sector to formal status via the pooling 
of resources. 

Olowogbon, Fakayode, and Adebisi adopted the quasi-experimental 
approach to estimate the impact of the O-pay technological innova-
tion in transportation services on development outcomes in Kwara State, 
Nigeria. Their study is titled “Transportation and Economic Develop-
ment: Advancing Technological Innovation and Sustainability in the 
Transportation Sector of a Developing Nation.” The study showed that
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the average weekly income increased by 137% for participating O-riders 
to (N30, 220(84 USD) from N22, 050 (61 USD) at baseline) attributed 
to the intervention. The average weekly savings of O-riders increased 
by 355% (N4, 875($14) to N17, 309($48) at baseline). We found an 
increase in average weekly labor productivity at 160% (625.06 Naira/ 
hour ($1.7) from N 389.6/hour ($1.1) at baseline). In addition, the 
intervention led to a reduction in resource wastage; for example, the 
weekly fuel cost was reduced by 21% (N1254 ($3.48) out of N6020 
($16.7) when compared with the non-O-pay participants. Although, 
evidence in the short term revealed that smart transportation has the 
potential to address significant development issues, including poverty, 
unemployment, financial exclusion, resource wastage, poor health, and 
well-being, among others. Evidence showed a need to plan and invest in 
the sustainability of technological innovations rather than focusing on 
innovating alone to harness its full benefits. 
The study titled “Drivers of Eco-Innovation Among Manufacturing 

Firms in Nigeria” was carried out by Popoola and Popoola. The study 
examined the drivers of adopting eco-innovation by firms in Nigeria’s 
manufacturing sector. Firm-level data from the World Bank Enterprise 
Survey (ES) and the Innovation Follow-up Survey (IFS) module for 
2014/2015 were employed. The logit regression model determined the 
factors influencing a firm’s decision to adopt eco-innovation. Evidently, 
product and process eco-innovation exists among manufacturing firms, 
and these eco-innovations are mainly new to the local market. Demand-
pull factors and regulations were significant factors that significantly 
influenced the firm’s decision to adopt both product and process eco-
innovation. In addition, organizational innovation and technology-push 
factors influenced the firm’s decision to adopt process innovation. 
Through collaboration with relevant agencies such as the Manufacturers 
Association of Nigeria (MAN) and SMEDAN, policymakers organize 
awareness campaigns on eco-friendly products and health issues for 
firms, as this will significantly drive the adoption of both product and 
process eco-innovations. Moreover, organizational innovation needs to 
be a necessity for firms. These would significantly influence a firm’s deci-
sion to adopt process eco-innovation. Therefore, policies that encourage
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partnerships and interactions of firms with other actors, most signifi-
cantly, private companies and individuals, and other stakeholders in the 
innovation system be developed to encourage the adoption of process 
eco-innovation. 

Similarly, Mdaka and Longweni elaborated on “Open Innovation 
Across the Innovation Value Chain: An African Perspective.” The authors 
argue that although the successes and benefits of Open Innovation are 
widely spoken about in literature across the globe, there needs to be more 
understanding of the role open innovation plays across the innovation 
value chain, particularly in African contexts. This theoretical paper inter-
rogated existing innovation and entrepreneurship literature to provide a 
conceptual model depicting the role of open innovation across the inno-
vation value chain from an African perspective. Investigating the various 
academic and industry texts regarding open innovation and the innova-
tion value chain lead to an in-depth understanding of what is needed to 
bridge the gap from invention or idea to market. An open innovation 
value chain model, which includes three distinct support mechanisms, is 
proposed. The derived model helps government stakeholders, industry, 
and entrepreneurs across Africa to make better decisions about what is 
needed to foster total early-stage entrepreneurial activity. 

Olarinde and Auta studied the “Empirical Analysis of the Impact 
of Institutions on Innovative Entrepreneurship in Sub-Saharan African 
Countries.” The study employs the two-stage least square technique to 
analyze panel data from 20 Sub-Saharan African countries from 2001 
to 2018. Using the year-fixed and robust standard error options, which 
control for the time constant at the country level and correct for the 
threat of multi-collinearities, respectively, the result provided evidence 
in support of a strong link between institutions and entrepreneurial 
activities in the Sub-Saharan African countries. The results suggest 
that policy reforms to achieve entrepreneurship growth and economic 
development must implement institutional reforms allowing innovative 
entrepreneurial activity to flourish.
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1.4 Economic Impact of Entrepreneurship 
in Sub-Saharan Africa 

Entrepreneurship performs an economic role in developing and growing 
nations in SSA. The ongoing discourse surrounding the economic 
impact of entrepreneurship in SSA revolves around entrepreneurship 
as a measure of firm outcomes (Ogundana et al., 2022), employment 
opportunities derivable from entrepreneurial engagements (Ibidunni, 
2022; Ibidunni et al., 2020), and the financing of entrepreneurial 
activities (Herrington & Coduras, 2019). While the existing studies 
have drawn meaningful implications for the economic impact of 
entrepreneurship research, these studies have primarily limited discus-
sions of economic effects as exogenous manifestations of entrepreneur-
ship and entrepreneurial engagement. In other words, the existing liter-
ature around SSA lacks a view that incorporates entrepreneurship as an 
economic engagement capable of driving a sustainable economy in SSA. 
The latter view of entrepreneurship and economic co-integration is an 
endogenous perspective of the economic effects of entrepreneurship and 
entrepreneurial engagement. Consequently, the chapters in this book’s 
third section draw insights from topics that argue about entrepreneurship 
as an economic driver of sustainable economies in the SSA region. 
Ude examined “Microfinance as a Vehicle for Zero Poverty and 

Gender Equality in Nigeria.” The study asserts that robust economic 
growth and development cannot be achieved without implementing 
well-focused policies and programs to reduce poverty and promote 
gender equality by empowering the people by increasing their access to 
credit facilities. The latent capacity of people experiencing poverty and 
women would be significantly enhanced through the provision of micro-
finance services to enable them to engage in economic activities and to 
be more self-reliant, increase employment opportunities, enhance house-
hold income, and create wealth. Thus, the study sought to investigate 
how microfinance could be applied as a vehicle for zero poverty and 
gender equality in Nigeria. The study employed a basic growth–poverty 
model and descriptive statistics using data from 1980 to 2020. Results 
show that microfinance is a veritable tool for achieving zero poverty in 
Nigeria. Results also suggest that gender equality would be significantly
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addressed with the judicious application of microfinance to women in 
Nigeria. The study concludes that microfinance services are means of 
broadening economic participation to include marginal groups that have 
been left out previously, which makes microfinance institutions effective 
by their ability to enhance poverty eradication and gender equality. The 
study recommends that microfinance institutions be adequately capi-
talized, appropriately regulated, and supervised to address the need for 
financing at the micro levels of the economy if our objective of sustain-
able zero poverty and gender equality is to be achieved now and in the 
future. 

According to Achugamonu, Akintola, Owolabi, and Isibor in their 
study titled “Financial Inclusion and Poverty Reduction in Sub-Saharan 
Africa Region,” there is a consensus among development finance experts 
and theorists that are granting the poor and vulnerable persons in society 
access to cheap funds will help them create wealth for themselves, achieve 
financial security as well as reduce poverty. This study aims to examine 
the extent to which financial inclusion drives of the government have 
helped in poverty reduction. The study used the Granger Error Correc-
tion Method (ECM) to analyze the decomposed data obtained from the 
World Bank for 27 Sub-Saharan African (SSA) countries from 2007 to 
2017. In addition, the different General Methods of Moments (GMM) 
were used to resolve the endogeneity and persistence problems associ-
ated with panel data. The result shows a long-run correlation between 
inclusive finance and poverty for the overall and small savings countries. 
However, the coefficient of the ECM showed evidence of a negative rela-
tionship which implies that an increase in per capita income or reduction 
in the poverty rate will not engender financial inclusion of individuals in 
the selected countries. Therefore, it recommends that the governments of 
the affected countries consider other factors like financial literacy, reduc-
tion in the cost of funds, deployment of digital financial technology, 
and increase in payment channels as strategies for driving an inclusive 
financial system. 

Meanwhile, Ibidunni, Ayeni, and Otokiti investigated the “Adap-
tiveness of MSMEs During Times of Environmental Disruption: 
Exploratory Study of Capabilities-Based Insights from Nigeria.” Their 
study hinged on the argument that whereas the strategic management



12 A. S. Ibidunni et al.

literature has widely established firms’ responsiveness to human-made 
and natural disruptions, there needs to be more empirical evidence in 
the literature about the adaptiveness of firms during periods of unex-
pected disruptions caused by health-related outbreaks. Therefore, the 
study adopted a qualitative method to investigate strategies relevant to 
ensuring the adaptiveness of MSMEs during and after the COVID-
19 pandemic. In particular, semi-structured interviewing was conducted 
to collect data from the respondents. This study revealed that during 
environmental disruptions, MSMEs in Nigeria are fast adopting digital 
methods and the possibilities of adjusting their firms’ operations and 
supply chain modalities to virtual possibilities while sustaining the firm’s 
existence. 

Opute, Irene, Jawad, and Agupusi, asserted that scholars have increas-
ingly lauded the importance of entrepreneurship activity to economic 
development. However, unlike in the Western context, where that crit-
ical importance has been vigorously documented, survivalist-natured 
entrepreneurship is reported to be a common trend in the SSA context, 
where high unemployment and poverty levels remain significant chal-
lenges. Reviewed literature also points to a high business discontinuation 
rate in SSA compared to other continents. Leveraging the fit viewpoint of 
leadership, their work titled “Entrepreneurship and Economic Develop-
ment: A Leadership Framework” forwards a dual leadership framework 
that combines entrepreneurs’ and government aspects to contribute not 
only to knowledge development in this area but also to pinpoint core 
leadership initiatives for refocusing entrepreneurship activity to impact 
economic development in the SSA setting. In line with these dual contri-
bution targets, recommendations are offered, as well as core directions for 
advancing research flagged. 

1.5 Conclusion 

In summary, this book on Innovation, Entrepreneurship and the 
Informal Economy in Sub-Saharan Africa: A Sustainable Development 
Agenda is a timely intervention that documents clear insights regarding 
the informal entrepreneurship ecosystem, innovation in entrepreneurship
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practices, and the economic impact of entrepreneurship in sub-Saharan 
Africa. We strongly believe this book will benefit different entrepreneur-
ship stakeholders, including policymakers, researchers, entrepreneurs, 
students, and the general public. This introductory chapter offered a 
succinct summary of the entrepreneurship ecosystem, practices, and 
impact that will be discussed further in the book. The section that centres 
on the ecosystem offers insight into the current entrepreneurial climate 
in Sub-Saharan Africa; and the roles different stakeholders can adopt 
to sustain entrepreneurial activities. Section 1.2 provides practical inno-
vations in entrepreneurship practices that can support entrepreneurial 
activities’ survival in the context where enterprise demise is on the 
rise. The third section offers insight into the socioeconomic impact 
of entrepreneurship in the developing world. Finally, this book offers 
perhaps a “complete package” from a Sub-Saharan African perspective. 
It further strengthens the call for a more contextual understanding of 
entrepreneurship from the developing world. Indeed, this book passes 
on the baton for more research efforts from that context. 
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Part I 
Sub-Saharan Africa’s Informal 
Entrepreneurship Ecosystem



2 
Jump on the Bandwagon: Finding Our 
Place in the Entrepreneurial Ecosystem 

Discourse 

Oladele Seun , Oluwatimileyin Helen Adigun , 
and Olaosebikan Johnson Olusola 

2.1 Introduction 

The future of civilization as we know it depends, at least somewhat, on 
the spread of entrepreneurship. (Isenberg, 2011: 13) 

Life cycle and social prisms propose developmental stages leading to 
independence and social usefulness. This paradigm is supported by a 
Yoruba adage that loosely implies that “although one mother delivers a 
child, a community nurtures the child.” The imperatives give credence 
to the fact that a child is corrected, safeguarded, and celebrated by the

O. Seun (B) · O. H. Adigun · O. J. Olusola 
College of Management and Social Sciences, Business Administration 
Programme, Bowen University, Iwo, Nigeria 
e-mail: seun.oladele2015@gmail.com 

O. J. Olusola 
e-mail: johnson.olaosebikan@bowen.edu.ng 

© The Author(s), under exclusive license to Springer Nature 
Switzerland AG 2024 
A. S. Ibidunni et al. (eds.), Innovation, Entrepreneurship and the Informal Economy 
in Sub–Saharan Africa, Sustainable Development Goals Series, 
https://doi.org/10.1007/978-3-031-46293-1_2 

19

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-031-46293-1_2&domain=pdf
http://orcid.org/0000-0002-2845-6021
http://orcid.org/0000-0002-7789-962X
http://orcid.org/0000-0003-3680-1865
mailto:seun.oladele2015@gmail.com
mailto:johnson.olaosebikan@bowen.edu.ng
https://doi.org/10.1007/978-3-031-46293-1_2


20 O. Seun et al.

community and not necessarily the biological parents only. As with a 
child, this is also the expectation from every startup business. A startup’s 
ability to scale up operations in a region reflects the nature of the envi-
ronment. It takes the community to provide the right environment for 
the flow and growth of entrepreneurial firms and, more importantly, the 
deliberate efforts of all the necessary actors in the community to interact 
to create a thriving environment. Indeed, unlike the notion that “it takes 
a city to raise a startup,” it is the interaction among the elements in the 
city that raises the startup, and the fate of an enterprise is contingent 
on its interaction with the environment in which it operates. This is the 
heart of the entrepreneurial ecosystem notion, where all key actors and 
factors are significant to the quality of performance of firms in a region. 
The environment that either enables or constrains the creation and 

growth of firms in a region is described as the entrepreneurial ecosystem 
(EE). EE describes the interconnectedness of actors, factors, and institu-
tions that facilitate the growth of entrepreneurship in a region (Wadee & 
Padayachee, 2017). The EE concept was developed in the 2000s 
(Grigore & Dragan, 2020), gained momentum in 2014 (Maroufkhani 
et al., 2018; Mukiza et al.,  2020), and dominated entrepreneurship 
literature in 2016 (Grigore & Dragan, 2020). The academic gaze in 
entrepreneurship research is currently on EE both in developed and 
emerging economies (Acs et al., 2017; Roundy, 2017; Stam &  Van de  
Ven, 2021). There is a wide consensus about EE being a sine qua non for 
productive entrepreneurship (Stam, 2015), leading to economic growth 
and development amongst academic, policy, and business literature 
(Audretsch & Belitski, 2017; Spigel, 2017). 
Regions such as Silicon Valley and Tel Aviv have been recognized to 

have thriving EEs, producing a high level of entrepreneurial activity (in 
terms of creation and growth of enterprises) in the regions. For example, 
the USA has the highest number of scaleup firms (scaleup are firms that 
achieve consistently rapid growth of as much as 20% in revenue and 
employment for three years) and Unicorns in the world (Unicorns are 
privately held startups valued at $1billion and more). Following their 
remarkable success, other regions are also attempting to map their EEs, 
with considerable success realized in the United Kingdom, Chile, Ireland, 
and Iceland (Isenberg, 2011). However, replicating the EE recipe from
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regions like Silicon Valley and Tel Aviv may prove counterproductive in 
another community (Arruda et al., 2013). However, they can serve as 
benchmarks for developing ecosystems in light of the regional/national 
dynamics. 

Depending on the regions, the factors that make up the ecosystem vary 
in their configuration, with some regions stronger in one element than 
the other. For instance, Calgary’s ecosystem strives on the strength of its 
oil and gas market, and Waterloo strives on the presence of finance and 
support organizations. Edinburgh’s ecosystem is strongly undergirded 
by her academic and research institutions and strong support organiza-
tions (Spigel, 2015). Imperatively, the mere existence of these ecosystem 
elements is not sufficient. Rather the interaction that takes place between 
the elements is what makes an ecosystem (Stam, 2015; Stam &  Van  
de Ven, 2021). Research into EE configuration is growing significantly; 
however, many grounds are yet to be covered. As it stands, theoret-
ical, empirical, and conceptual perspectives have not been sufficiently 
explored. 
In emerging economies like Nigeria, there are many more grounds 

to be covered. We find a significant gap in the literature on emerging 
economies such as Nigeria, which is the primary motivation for this 
study. This study reviews articles to highlight some of the gaps identified 
in the literature and see how Nigerian scholars can fit into the ongoing 
EE discourse. We first provide an overview of current conceptual clarifi-
cations and the current frameworks used to assess EEs in other regions. 
We identify gaps to spur Nigerian entrepreneurial researchers’ interest 
into action based on an extensive literature review. 

2.2 Conceptualizing Entrepreneurial 
Ecosystems 

The EE construct is quite appealing yet problematic. On one hand, all 
stakeholders, including scholars, universities, governments, and indus-
tries, insist on defining EE based on their preferred criteria. Also, 
no single definition of EE currently seems to fit all contexts. The 
EE construct primarily stemmed from the field of biology and, over
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time, has had significant contributions from other fields such as Geog-
raphy, Economics, Sociology, Psychology, and Public Administration 
(Theodoraki et al., 2017). However, the three main disciplines under-
lying EE frameworks are economy (agglomeration, cluster, supportive 
economic policies), geography (geographical characteristics, cultural 
effects, configurations of the ecosystem), and sociology (interactions 
among ecosystem players) (Theodoraki & Messeghem, 2017). Under-
standing the EE construct requires a basic understanding of the workings 
of the natural ecosystem. The natural ecosystem comprises Biocoenosis 
and the Biotope. Biocoenosis (biotic) relates to living things that evolve 
through their interaction (a relationship involving different organisms 
that together form a closely knitted community), and biotope (abiotic 
factors) are the conditions of the environments such as the soil, tempera-
ture, water, climates) that provides habitation for the integrated commu-
nity of organisms. 
The interaction between the actors (biocoenosis) and the environ-

ment (biotope ) is what makes up the natural ecosystem. “In the most 
natural sense, an ecosystem (“ecological system”) is a biotic community, 
its physical environment, and all the interactions possible in a complex 
of living and non-living components” (Acs et al., 2017: 2). The question 
of why apply the ecosystem concept to entrepreneurship seems to have 
been addressed by Acs et al. (2017). The authors pointed out that the 
ecosystem concept is about performance which is exactly what economics 
is about (that is, understanding systems that explain differential outputs 
and outcomes). They believed that entrepreneurship is one such output 
that can either be enabled or constrained by its context (ecosystem). 
Based on the workings of the natural ecosystem, Kuckertz (2019) 

argued that some scholars had related EEs to rainforests indicating they 
comprise living (e.g., actors) and non-living (e.g., institutions) compo-
nents that interact in complex ways. However, Stam (2015) cautions that 
the interpretation and application of ecosystem in biology should not be 
taken literally within the EE context. His emphasis was that since EE 
was more of a social interaction between interdependent actors within 
a community, this is closely related to the approach of “systems” in 
entrepreneurship.
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The definitions of EE are highly (though overlapping) varied among 
authors, which is common in a field of study that is still emerging. The 
nature and complexity of the concept have made researchers like Stam 
(2015) and  Kuckertz  (2019) advise that the concept be applied with 
caution. According to Stam (2015: 1765), a set of interdependent actors 
and factors is coordinated in such a way that they enable productive 
entrepreneurship. Nicotra et al. (2017: 19) expanded on this definition, 
describing the EE as “a set of interdependent actors and factors coordi-
nated in a way that favours the accumulation of various forms of capital 
to enable productive entrepreneurship.” Mason and Brown (2014: 4)  
defined EE as “a set of interconnected entrepreneurial actors (both 
potential and existing), entrepreneurial organizations (e.g., firms, venture 
capitalists, business angels, banks), institutions (universities, public sector 
agencies, financial bodies) and entrepreneurial processes (e.g. the busi-
ness birth rate, numbers of high-growth firms, levels of ‘blockbuster 
entrepreneurship,’ number of serial entrepreneurs, degree of sell-out 
mentality within firms and levels of entrepreneurial ambition) which 
formally and informally coalesce to connect, mediate and govern the 
performance within the local entrepreneurial environment.” EEs have 
also been described as inter-related forces promoting and supporting 
regional entrepreneurship (Roundy & Fayard, 2020). 
From the various definitions, certain features appear to overlap. First 

is the concept of interdependence, interaction, and the complexity of 
the interaction among different elements (Cavallo et al., 2018). Wadee 
and Padayachee (2017) described EE as an interaction of elements 
(factors), individuals (actors), organizations, or institutions. Roundy 
(2016) regarded them as “the sets of actors, institutions, social structures, 
and cultural values”, while Theodoraki et al. (2017) related EEs as the 
interaction of actors, physical infrastructure, and culture. While the defi-
nition of Roundy placed emphasis on social structures, Theodoraki et al. 
(2017) focused more on physical infrastructure. 
Second is the presence of multiple actors/factors (Roundy, 2016). 

According to Shwetzer et al. (2019), EEs are multi-level systems 
involving multi-actors and exhibit heterogeneous and complex tenden-
cies explaining why Theodoraki and Messeghem (2017) regarded it as a  
“conceptual umbrella.” This made Spigel et al. (2020) conclude that EE
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is easy to promote but hard to implement. While the literature on EE 
converges on the point that the entrepreneur is the heart of the ecosystem 
(Mukiza et al., 2020) who saddles the responsibility of creating, navi-
gating, and managing interaction in the ecosystem (Stam, 2015), the 
presence and importance of multiple actors have been well documented. 
Feld (2012) reinforced this notion by relating that although the EE 
must be led by entrepreneurs, the roles of other actors such as investors, 
mentors, and government, among others, are equally important even 
though they play the role of feeders and not leaders. 
The third is the notion that entrepreneurship is affected by the external 

environment, and lastly is, the emphasis that EE occurs within a local 
boundary (Isenberg, 2010; Szerb et al., 2018). EE has been recognized as 
a spatial concept (Grigore & Dragan, 2020), with spatiotemporal duality 
linked to local cultural impact, evolution, and proximity (Theodoraki & 
Messeghem, 2017). In other words, EE occurs within local/regional 
boundaries (Isenberg, 2011). The implication of this is that a “one 
size fits all” approach is not probable (Grigore & Dragan, 2020; Isen-
berg, 2011). Finally, EEs emerge or occur at different levels. EEs can 
emerge at regional levels, city levels, and national levels. However, given 
globalization, some argue that EE participants that are not necessarily 
situated within the same/close geographical location may be brought 
together (Mukiza et al., 2020), citing the example of crowdsourcing and 
crowdfunding (Maroufkhani et al., 2018) (Table  2.1).

In an attempt to synthesize the definitions of EE, this research 
considers the ecosystem in the entrepreneurship discourse 

as a significant interaction among varying albeit interdependent players 
comprising individuals, private and public support organisations, and 
institutions such as Universities and NGOs facilitating the flow of various 
forms of tangible and intangible capital through formal and informal 
exchanges, leading to the establishment of new firms, and development 
of existing firms within a local territory. 

The subsequent section discusses the current gaps in literature spanning 
theoretical, conceptual, empirical, geographical, industry, contexts, and 
methodological gaps. We draw on literature from advanced and emerging
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economies to gain insight into what is currently obtainable in the world 
and where literature on economies in Sub-Saharan Africa stands relative 
to advanced economies. We raise some salient questions to help local 
entrepreneurship scholars in Africa shape their studies. 

2.3 Conceptual Arguments 
on Entrepreneurial Ecosystem 

The EE construct is quite appealing yet problematic. In the 
entrepreneurship discourse, scholars hurry to apply the concept before 
providing answers to cogent conceptual, theoretical, and empirical issues 
(Stam & Van de Ven, 2021). During the review of the literature, 
we found articles that reinforced the need for more conceptual clar-
ification of the EE construct. For example, Isenberg (2016) wrote  
on “Applying the ecosystem metaphor to entrepreneurship: Uses and 
abuses”; Nuemeyer and Corbett’s (2017) work was on “Entrepreneurial 
ecosystems: weak metaphor or genuine concept?” Similarly, Cavallo et al. 
(2018) wrote on “Entrepreneurial ecosystem research: Present debates 
and future directions,” while Muldoon et al.’s (2018) work was titled 
“Entrepreneurial ecosystem: do you trust or distrust?” published an 
article titled “Let’s take the entrepreneurial ecosystem metaphor seri-
ously!” and Spigel et al. (2020) wrote “A manifesto for researching 
entrepreneurial ecosystems.” 
These studies make it glaring that the concept of EE is not 

very well understood or, in many cases, is misconstrued and 
applied wrongly. According to Stam and Van de Ven (2021), prima 
facie, the EE constructs sound tautological for two reasons. First, 
the definition- “entrepreneurial ecosystems are systems that produce 
successful entrepreneurship, and where there is a lot of successful 
entrepreneurship, there is apparently a good entrepreneurial ecosystem.” 
Secondly, a long list of EE elements has not spelt out cause and effect 
nor linked to specific place-based histories. As such, there is no clear 
evidence of the interdependent effects of EE elements on the level 
of entrepreneurial activity in regions. This has raised concerns about 
the phenomenon just becoming another buzzword. The boundaries of
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EE are not well established because the concept evolves (Grigore & 
Dragan, 2020; Stam &  Van de  Ven,  2021), and the members are not 
fully identified (Grigore & Dragan, 2020). For example, the work of 
Grigore and Dragan (2020) introduced political entrepreneurship to EE; 
Guerrero et al. (2020) examined the entrepreneurship process (poten-
tial, nascent, and established entrepreneurship) within EE. Fuller-love 
and Akiode (2020) introduced transnational entrepreneurship within 
the EE discourse. Similarly, Duan et al. (2021) introduced immigrant 
entrepreneurship within the EE context. 

Furthermore, EE has heterogeneous tendencies (Al-Baimani et al., 
2021; Guerrero et al.,  2020; Mukiza et al.,  2020; Raposo et al.,  2021; 
Roundy & Bayer, 2018; Roundy & Fayard, 2018; Stam &  Van de  Ven,  
2021); and a proclivity to be peculiar in configurations depending on the 
region (Isenberg, 2011). These unresolved issues, among others, further 
complicate conceptualization. Spigel et al. (2020) also expressed certain 
concerns regarding the study of EEs. Their manifesto drew the attention 
of researchers to women, older entrepreneurs, the disabled, indigenous, 
and the minority who have been largely ignored in the EE discourse. 

RQ: How can the EE construct be well deconstructed given its evolving and 
heterogeneous tendencies? 

RQ: How can the EE construct be conceptualized to capture the role 
of women, older entrepreneurs, disabled, indigenous, and minority 
within the EE? 

RQ: How can individual entrepreneurial activities result in a macroscopic 
phenomenon? 

RQ: How can EEs be created, coordinated, and governed in a region? 

2.4 Theoretical Gaps in the Study 
of Entrepreneurial Ecosystem 

The EE phenomenon is, albeit a growing area of research interest, it is 
largely underdeveloped and undertheorized (Spigel, 2017). Mukiza et al. 
(2020) reviewed 51 articles on EE and found that 39 of those articles had
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no specific underlying theory. In EE research, what is currently obtain-
able are frameworks and articles gravitating towards the development of 
theories that are yet to be substantially validated empirically. Vedula and 
Kim (2019) summarized methods applied in EE research as far back as 
1993, and 60 articles were listed. Half (30) of those articles were theo-
retical. Some of the common theories that have been applied have been 
borrowed from other fields, including system theory, dynamic capabil-
ities, institutional theory, social network theory, social capital theory, 
stakeholder theory, and field theory (Mukiza et al., 2020). 

EE specific theories such as the Boulder Hypothesis (Feld, 2012) are  
still in their development phase requiring empirical validations across 
regions. The triple helix model has also been applied in some EE studies 
with much criticism as it implies a top-down approach to developing 
an innovation ecosystem- an approach that has been seen to not be very 
effective in many regions (Isenberg, 2011). For example, Iceland, Chile, 
and Singapore adopted the top-down approach and did not get the 
expected result. This is interesting because Cao and Shi (2020) reported  
that the triple helix model was successful in Mexico. On the other hand, 
Israel has been agnostic for more than four decades in terms of policy 
stance, and this explains the successful cultivation of their broad-based 
entrepreneurship (building the highway system) (Ibid.). Roundy (2018), 
Roundy and Bayer (2018), Roundy and Fayard (2019), Roundy et al. 
(2018) are notable examples of works dedicated to the development of 
EE specific theories. 
Wurth et al. (2021), acknowledging the wide gap in EE theory, 

presented certain issues, including “how institutional and evolutionary 
approaches can be synthesized especially across varying temporal and 
spatial scales at which EEs evolve. Another issue relates to integrating 
social network theory with other theories related to relationships, such 
as the agency theory, proximity, or uneven social power and authority. 
They also raised the question of bridging the gap between EE struc-
tures, dynamic capabilities, and actors’ resources. While these gaps are 
not exhaustive, they present a path toward achieving and developing EE 
specific theories. 

RQ: What theories best explain the nature of EEs in regions?
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2.5 Empirical Gaps in the Study 
of Entrepreneurial Ecosystem 

There is a long list of eco-factors believed to shape an ecosystem for 
productive entrepreneurship but without empirical evidence (Nicotra 
et al., 2017). Vedula and Kim (2019) compiled and presented litera-
ture on regional EE from 1993 to 2018 and found only six articles to 
be empirically based. Similarly, a dearth of empirical literature was also 
reported in the systematic review of Cao and Shi (2020) and  Mukiza  
et al. (2020). These studies have found that publications that gravi-
tated towards developing theories, reviews, and case study approaches, 
including multiple case studies, dominated EE literature (Maroufkhani 
et al., 2018). Therefore, one particular direction of research is assessing 
entrepreneurial ecosystem factors using empirical research designs and 
surveys per se (Maroufkhani et al., 2018). The lack of empirical evidence 
cuts across developed, and emerging economies as the EE construct is 
a relatively new area of study. For example, the causal relations between 
eco-factors and eco-outputs (productive entrepreneurship) have not been 
sufficiently investigated empirically (Nicotra et al., 2017; Stam, 2015). 
However, scholars are increasingly examining empirical dimensions in 
advanced countries (Cao & Shi, 2020; Leendertse et al., 2020). 
In the same way, different studies have approached the study of EEs 

from different perspectives using different frameworks, so the findings 
also varied significantly. While some regions have shown strengths in 
some factors, other regions have shown strengths in other factors (see 
Table 2.2). For example, Wulandari (2021) emphasized culture, finance, 
policies, and leadership, human capital, markets, supports, and institu-
tions as the essential components of entrepreneurial ecosystems. But, in 
the study of Arabi and Abdalla (2020) on “The role of the ecosystem for 
entrepreneurship development in Sudan,” nine elements were identified, 
including finance, government policy, human capital, markets, culture, 
innovation, regulatory framework, support services, infrastructure and 
research and development (R&D). In comparison, the work of Corrente 
et al. (2018), using stochastic multicriteria acceptability analysis, gave 
preference to cultural and social norms, government programs, and 
internal market dynamics as the most important factors that accounted
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for the difference in entrepreneurial ecosystem performance of regions. 
However, applying a panel data analysis, Mukiza and Kansheba (2020) 
reported that finance, government support programmes, market, knowl-
edge, and culture were weak determinants of productive entrepreneur-
ship within entrepreneurial ecosystems in Africa without the mediating 
role of innovation.
Pathak and Mukherjee (2020) introduced the dimension of social 

entrepreneurship in entrepreneurial ecosystems. This was in line with 
the concern of Polbitsyn (2020) regarding the need for entrepreneurs 
and local authorities to increase active participation in improving living 
standards in rural communities. However, the underlying framework 
for their research was that of Stam (2015), similar to the work of 
Iacobucci and Perugini (2021) and  Xu  and Dobson (2019). In Duan 
et al. (2021) study, the dimension of immigrant entrepreneurship was 
also introduced to the context of entrepreneurial ecosystems. The study 
made a significant contribution by drawing attention to the joint effects 
that immigrant entrepreneurs enjoy from both effects of host and home 
country entrepreneurial ecosystems. 

Grigore and Dragan (2020), just like Raposo et al. (2021) and  
Tolstykh et al. (2021), keyed into the idea that the entrepreneur is at the 
heart of a functioning entrepreneurial ecosystem. They noted that “the 
place matters to an entrepreneur just as the entrepreneur matters to a place.” 
The study presented an interesting synthesis of theoretical frameworks 
that have emerged in the study of entrepreneurial ecosystems over time 
from Cohen (2006) to WEF. Their study further added a custom factor 
based on specificity concerning the region being studied. The factor 
added political entrepreneurs as integral actors in the entrepreneurial 
ecosystem. The study challenged the classical frameworks for having a 
limitation of not capturing the context of transitioning economies. They 
argued that the presence of a political entrepreneur in an ecosystem is 
a virus with capacity of disrupting sustainability agendas. This argu-
ment constitutes a significant contribution to knowledge and subsequent 
studies can begin to test for the presence of the political entrepreneur in 
ecosystems and their impact. 
However, literature in emerging economies is constricted to the devel-

opment of EE, mapping of EEs, and how to build EEs. In emerging
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economies, a handful of studies have attempted to provide a founda-
tion for the study and theorizing of ecosystems in Sub-Saharan Africa 
(Manya, 2020; Oluwatobi et al., 2019; Sheriff & Muffatto, 2015). 
However, these studies have not adequately captured the dynamic 
elements of these ecosystems within the emerging economic framework 
or configurations of the observed countries. For example, Oluwatobi 
et al. (2019) reviewed higher institutions in Nigeria, stating that univer-
sities have the potential to be innovation centres. Sheriff and Muffatto 
(2015) conducted a polygonal study on Egypt, Botswana, Ghana, and 
Uganda, pointing out that entrepreneurs were present in all the regions, 
but ecosystem dynamics varied, which explained the differences in the 
growth of entrepreneurship in the regions. 

Due to a dearth of empirical literature, most early attempts in Nige-
rian studies would be to build EEs, identify the elements of EEs, 
understand the interactions among the actors, and identify the key chal-
lenges to building and growing EEs. This is a long ride away from 
empirical studies obtainable in the Global North regions, for example, 
Silicon Valley, but it is surely a step in the right direction. 

RQ: What are the causal effects of the EE elements on the level of 
entrepreneurial activity in the Sub-Saharan region of Africa? 

RQ: What is the nature of the interaction among EE elements in the Sub-
Saharan region of Africa? 

2.6 The Framework Gaps in the Study 
of Entrepreneurial Ecosystems 

There is quite a list of frameworks in literature proposing several compo-
nents that make up the EE ranging from six elements, including human 
capital, policy, supports, markets, finance, and culture (Isenberg, 2011); 
to eight elements, including access to markets, human capital, support
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system, education and training, funding and finance, regulatory frame-
work and infrastructure, major universities as a catalyst, cultural supports 
by Foster et al. (2013) to fourteen elements by Acs et al. (2014). Spigel 
(2017) also grouped all the components commonly mentioned until 
2015 into three, including cultural (e.g., supportive culture), mate-
rial (e.g., Policies, infrastructure), and social (e.g., networks, mentors). 
For Stam (2015), ten elements make up the EE grouped into frame-
work conditions (formal institutions, culture, physical infrastructure, and 
demand) and systemic conditions (networks, supports or intermediary 
services, leadership, finance, talents, and knowledge). These ten elements 
are the eco-factors that result in productive entrepreneurship (eco-
output), which generates economic value (eco-impacts). Stam (2015) 
argues that framework conditions such as formal institutions determine 
the (in)effectiveness of the systemic conditions, affecting the outputs and 
subsequently the outputs. The framework of Isenberg (2011) and  Stam  
(2015) have been applied in many studies. 
Currently, the prominent framework existing in Nigeria was developed 

by the Fate Foundation (2016), including policy and regulation, business 
support, access to resources, capacity building, access to finance, access to 
markets, research, and development. The framework drew significantly 
from the work of Isenberg (2011) and Aspen Network (2013), using a 
flat structure to describe the elements of the ecosystem. These elements, 
as prescribed by the Fate Foundation, have also not been empirically 
tested, and there is a need for more study in that area. Hence the 
questions: 

RQ1: What are the core elements of the Nigerian entrepreneurial 
ecosystem? 

RQ2: Who are the key actors/players in the Nigerian entrepreneurial 
ecosystem?
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2.7 Geographical/Country Focus of Studies 
on Entrepreneurial Ecosystem 

In terms of geographic scope, there have been more studies in developed 
economies than in emerging economies (Neumeyer & Corbett, 2017; 
Roundy et al., 2017). Maroufkhani et al. (2018) revealed that 37% of 
reviewed articles did not specify a particular country, while 21% of the 
reviewed papers focused on the United States of America, with the UK 
trailing behind. The result was further reinforced by Cao and Shi (2020), 
who found the USA and UK to have the highest publications on EE. 
Given that track record, they iterated that more studies are expected to 
be carried out in those regions. 
Manya (2020) noted that despite EE being a global phenomenon (Acs 

et al., 2014), much of the academic gaze has been on Silicon Valley, 
Tel Aviv, Waterloo, Singapore, Dutch, and Australia, which possess 
entrepreneurial conditions that are usually not present in developing 
economies like Nigeria (Manya, 2020). The findings from these regions 
and the models applied cannot be directly applied to emerging countries 
like Nigeria. Cao and Shi (2020) noted that structural gaps, resource 
scarcities, and institutional voids are principal reasons why advanced 
economy’s EE model cannot be directly applied to emerging economies. 
Isenberg (2011) also noted that applying such knowledge of EE in a 
region such as Silicon Valley to all ecosystems can be disastrous. Coun-
tries in Sub-Saharan Africa like Nigeria have not gotten much attention 
in the EE discourse. Lafuente et al. (2018) attributed the paucity of 
African literature to the scarcity of local entrepreneurship researchers, the 
under-researched nature of the subject area, and the lack of entrepreneurs 
to study. While the first two reasons may be largely true, Nigeria, for 
example, does not lack entrepreneurs to study. Rather, the lack of coop-
eration between academia and the industry has threatened the richness 
of EE study. Additionally, data is largely unavailable. 
Although the issue of data unavailability is a major issue in EE 

studies generally all over the world (Leendertse et al., 2020), this is 
more profound in Nigeria. As such, many scholars have to rely on 
primary data, notably interviews and survey questionnaires. However, 
recently, organizations like PwC, Co-creation hubs, StartupBlink, Bank
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of Industry, Fate Foundation, Aspen, and Endeavor are showing a 
remarkable interest in the study of EE and are willing to collaborate with 
researchers through funding and support. The outstanding performance 
of Lagos, Nigeria, in appearing in the global startup ecosystem is a “green 
light,” presenting local researchers with the opportunity to delve into the 
EE discourse. 

RQ: What is the state of entrepreneurial ecosystem study in Sub-Saharan 
Africa? 

RQ: What factors affect the study of the entrepreneurial ecosystem in Sub-
Saharan Africa? 

2.8 Methodological Gaps in the Study 
of Entrepreneurial Ecosystem 

In terms of methodology, there are more qualitative studies than quan-
titative studies (Spigel et al., 2020). The systematic review of Mukiza 
et al. (2020) showed that most EE studies had been mainly litera-
ture reviews and conceptual papers relative to quantitative studies. They 
found that only 8 of those studies were quantitative, and two employed 
mixed methods out of 51 articles reviewed. The review of Maroufkhani 
et al. (2018) also supported a striking gap in quantitative modelling and 
survey-based research design. They found that most of the studies (12 
out of 19) towards applying, developing, or reporting case studies in the 
investigations. Cao and Shi (2020) similarly reported that most empir-
ical studies on EE have been qualitative by using case studies. Most of 
the case studies have been limited to Western economies such as Silicon 
Valley and the UK (Maroufkhani et al., 2018), while very few multiple 
case studies have been applied. They listed 19 key empirical research 
on emerging economies, and only six were quantitative, while two were 
mixed methods. 

In attempts to improve empirical studies in EE, Spigel et al. (2020), 
in a manifesto, recommended some new methodologies that can be
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applied to studying different aspects of EE. For assessing the diver-
sity of EEs in a region, they recommended qualitative comparative 
analysis (QCA). QCA is a case-based methodological approach that 
permits analysing multiple cases involving complex interactions. Leen-
dertse et al. (2020) added that this methodology could improve the 
current understanding of the workings of the EE by explaining the “why” 
of changes in some cases and not in others. The methodology involves a 
detailed use or development of theory of change, identification of cases 
of interest, development of a set of factors, scoring the factors (crisp or 
fuzzy set), analysing the dataset, and interpreting the findings or revising 
the change theory. The recent publication titled “Institutional factors 
affecting entrepreneurship” by Sendra-Pons et al. (2022) is a notable  
example. 

Another methodology recommended that has not been explored much 
is the bottleneck methodology as applied by the EU. This method-
ology is considered suitable for understanding the relationship among 
EE elements and revealing EE attributes that require development. It 
is suitable for understanding the strengths and weaknesses of ecosys-
tems. The work of Torres and Godinho (2021) on “Levels of necessity 
of entrepreneurial ecosystems elements” is a notable example. Aspen 
Network (2013) also put together a firm-level survey instrument for 
primary data collection. The questionnaire contains 45 questions to get 
a researcher started on a region’s EE survey. They recommended that 
the survey instrument be adapted to local conditions by removing items 
that do not apply or adding items peculiar to their local conditions. 
Furthermore, they suggested that to produce better results, the survey 
instrument should be administered annually to track the evolution or 
changes in the ecosystem. 

RQ: What methodological options best suit the study of EE in the Nigerian 
context, given data availability?
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2.9 Industry Focus on Studies 
of Entrepreneurial Ecosystem 

In terms of industry scope, industries such as biotechnology, high tech-
nology (Sohns & Wojcik, 2020), and education (Al-Baimani et al., 2021; 
Tsukanova et al., 2017; Wadee & Padayachee, 2017) have been favoured 
in EE literature (Maroufkhani et al., 2018). In the systematic review of 
Mukiza et al. (2020) covering 14 years (2006–2019), They reported 12 
articles on research and development and education, six on technology, 
and 33 of those articles did not have a specific sector focus. This was 
also confirmed in the review of Maroufkhani et al. (2018), noting that 
education was given more attention by EE scholars. They added that 
biotechnology, solar services, biomedical, and high technology industries 
have gained significant attention. 
The gap in industry focus calls for more research on other industries, 

such as e-commerce and agriculture, among others. The focus of Nurc-
ahyo et al. (2018) on the Indian fashion industry; Pathak and Mukherjee 
(2020) on community-based crafts in India; and Mckague and Wong 
(2017) on agriculture in rural economies presents opportunities that EE 
can be studied beyond technology and education. It can be observed 
that the articles that have focused on other industries were mostly in 
India. The country is seen to be exploring the options of having a vibrant 
ecosystem that can spur entrepreneurial growth across industries. Nigeria 
can also plug into this especially given our resource endowment and 
potential capabilities. 

2.10 Level of Analysis/Context Gaps 
in the Studies on Entrepreneurial 
Ecosystem 

Quite many studies on EE have focused on the macro-level, while 
few have channelled their attention to unveiling the meso and micro-
perspectives of EEs (Neumeyer & Corbett, 2017; Pobee, 2021; Roundy 
et al., 2017). In terms of contexts, there are more studies at the national
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level than in local or regional contexts. Iacobucci and Perugini (2021) 
noted a lack of empirical evidence on the measures of EE at a local level. 
According to the authors, the best way to analyse and understand EEs 
is to study them locally, as the interaction between EE metrics shows 
large variation. There is a wide consensus that urban and rural EE vary 
significantly (Polbitsyn, 2020). 
Xu and Dobson (2019) worked on the challenges of building 

entrepreneurial ecosystems in peripheral places. They point out that 
peripheral areas vary significantly from urban cities in terms of skilled 
labour and labour diversity endowment, infrastructural endowments, 
and institutional endowments—elements that are critical to building a 
striving ecosystem. Xu and Dobson (2019) argued that for rural terri-
tories to grow, there is a need for a special rural EE to be created (an 
aspect that the study argues has received little attention). The study 
used a traditional literature review approach to identify gaps, patterns 
and themes in the prevailing research landscape. They stressed that in 
building entrepreneurial ecosystems in regions, academics and policy 
makers cannot ignore peripheral places (rural or marginal regions) while 
focusing on urban cities. They realized that though in the Sub-Saharan 
part of Africa there is a high level of entrepreneurial activity, their contri-
bution to GDP is not commensurate to the level of activity. This brings 
to the fore the prevalence of necessity or subsistence entrepreneurship in 
contrast to opportunity-driven entrepreneurship in those regions. 

RQ: How can EEs be developed in rural areas in pursuit of enhancing 
opportunity-driven entrepreneurship? 

We feature a special area of research as presented by (Roundy, 2017). His 
work focused on describing the nature of EEs that can emerge in small-
town economies (advanced and emerging). Roundy stressed that though 
small towns are “small,” they immensely contribute to economic devel-
opment. However, small cities differ in areas such as resource endowment 
(human capital, diffusion technology), size, population, infrastructure, 
and underdeveloped markets from the typical booming urban centres. 
Does this serve as a deterrent or lead to innovative entrepreneurial ecosys-
tems? Also, small cities in developed economies can be said to differ
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from small cities in underdeveloped or developing economies in their 
proportion and access to the elements that make up an ecosystem. These 
variations may have significant effects on the workings of the ecosystem. 
For example, access to fund sources, large markets, predictable legal 
and regulatory processes, infrastructure, human capital, and professional 
services are critical components that drive entrepreneurial success. Some 
conditions that spinoffs in developing economies as opposed to devel-
oped economies do not have in good measure. Ciesinski and Kissick 
(2016) pointed out that emerging economies are confronted with a lack 
of or poor access to these resources to kick start, grow, and sustain their 
venture. 

RQ: The question, can thriving entrepreneurial ecosystems stem from small 
towns, and how especially in developing economies, still lingers? 

2.11 Missing links: Where is Nigeria 
in the Study of Entrepreneurial 
Ecosystems in Nigeria? 

The irony is that although there are few deliberate entrepreneurship 
ecosystem approaches, we collectively know a lot about how to impact 
individual domains of the entrepreneurship ecosystem. We know how 
to educate entrepreneurs; we know the types and amounts of capital and 
capital markets that are effective, and their delivery mechanisms; we know 
how to impact the culture of entrepreneurship; we know a lot about the 
regulatory frameworks and governance structures; we know how to get 
large companies to interact with small innovative suppliers and how to 
actually create new markets of opportunity (…) we know how to create 
special economic zones, business plan contests. But no one, or precious 
few, has put them all together, primarily because no one has elucidated 
the ecosystem strategy. (Isenberg, 2011: 12) 

Isenberg’s stand largely holds (not exclusively) in Nigerian literature. 
Extant literature in Nigeria is saturated with fragmentation. Studying the
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elements of EE in isolation, as observed in the literature, cannot produce 
the expected outcome of understanding the environmental conditions of 
a business landscape and how it shapes entrepreneurial activity (Rashid & 
Ratten, 2021). Isenberg (2011) argued that many governments fail in 
creating effective entrepreneurship-related policies because of overem-
phasizing the importance of one or two of the elements of the EE 
without regard for the dynamic interaction among all the elements. The 
interaction is much more complex and dynamic, involving exchanges 
and the flow of information and resources among various actors within 
the ecosystem. The social structure emphasizes that it is the presence of 
the elements and the interaction that occurs that makes an ecosystem 
functional or dysfunctional. 

So much has been done on the nature of the Nigerian business envi-
ronment and the performance of SMEs (Dogara, 2015; Eruemegbe, 
2015; Franca, 2014; Obasan,  2014; Obisi & Gbadamosi, 2016; Ogunro, 
2014). Scholars have also focused on aspects of innovation (Oladele & 
Oladele, 2016; Oladele et al., 2017; Raimi & Yusuf, 2020). There are 
studies on entrepreneurial culture and studies on clusters (Adu et al., 
2014; Ekesiobi & Dimnwobi, 2021; Ekesiobi et al., 2018; Oyeyinka,  
2017). Some studies have looked at the entrepreneur as a principal factor 
shaping the outcome of an enterprise. However, Raposo et al. (2021) 
highlighted that these aforementioned areas hardly constitute novelty in 
literature. Ekesiobi and Dimnwobi (2021) revealed that a very significant 
gap in the literature exists on EEs in the Nigerian context. 

Currently, very few attempts (if any) have focused on linking these 
factors together, understanding their systemic nature and interaction, 
and their evolution in Nigeria. However, there are few studies on Africa 
that have mentioned Nigeria in passing (Sheriff & Muffatto, 2015). 
Other studies that focused on Nigeria concentrated on the university 
ecosystem (Jegede & Nieuwenhuizen, 2021; Oluwatobi et al., 2019). 
Fate Foundation (2016) represents one of the earliest attempts toward 
mapping Nigeria’s entrepreneurial ecosystem. Aspen Network of Devel-
opment Entrepreneurs [ANDE] (2017) also provided a snapshot of the 
Lagos entrepreneurial ecosystem. However, these publications are not 
journaled publications but are what is currently obtainable.
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2.12 Why Study Entrepreneurial Ecosystems 
in Nigeria? 

The Nigerian business landscape has enjoyed considerable growth in 
recent years with the launching of numerous startups and the perfor-
mance of scaleups across major cities like Lagos, Abuja, Kano, Port 
Harcourt, and Aba (Startup Universal). Their improved economic 
activity draws concern about the uneven concentration of high-growth 
firms in a few cities across the Nation. For example, in the report by 
Companies to inspire Africa, Nigeria topped the chart of African coun-
tries with the highest concentration of high-growth firms, recording 59 
(17%) high-growth startups out of 343 companies from 42 African 
countries featured in the report (London Stock Exchange Group, 2019). 
The same report in 2019 also showed Nigeria again topping the chart 
with a total of 97 (27%) high-growth companies out of 360 compa-
nies from 32 countries featured in the report. Most of these companies 
were launched and are still headquartered in Lagos state (London Stock 
Exchange Group, 2019). 
Currently, Lagos state is considered the commercial hub of Nigeria 

and the “Silicon Valley” of Africa. In 2017 alone, the state attracted 
an investment of $ 2 billion, making it the most valuable startup 
hub in Africa. For the first time, Lagos in 2020 made it to the top 
100 cities in the world. Lagos has birthed many startups, especially in 
the technology industry, cutting across financial services (Paga, Flutter-
wave, and Paystack), entertainment (Boomplay), and agriculture (Farm-
crowdy); healthcare (MDaas Global), and consumer services (Jumia and 
Konga) among others (StartupBlink). This also follows the report of 
the Bank of Industry (2018) that the success of ICT in Nigeria has 
contributed 12.2% to GDP (Manya, 2020). Although compared to 
advanced economies, this is far behind, and the results so far point to 
some level of progress in the level of entrepreneurial activity. If there 
was a time to take the study of the entrepreneurial ecosystem in Nigeria 
seriously, it is now!
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2.13 Implications for Theory and Practice 

Viewing the dynamic business environment from the lens of an 
ecosystem provides a more holistic approach to understanding the 
nature, interaction, and quality of the entrepreneurial ecosystem that 
can foster productive entrepreneurship in a region. This is especially 
important as no two entrepreneurial ecosystems are the same, and it has 
been stressed that all societies should “cultivate their own.” This study 
would be a major shift away from the numerous fragmented studies that 
have viewed various aspects of the ecosystem in isolation without taking 
into consideration the interactions among the diverse actors that shape 
the ecosystem. Each ecosystem has its configuration. As such, mapping 
and understanding the strengths and weaknesses of the links, interac-
tions, and exchanges within the ecosystem are essential to improving the 
performance of the ecosystem. Hence, this study draws the attention of 
researchers to largely unexplored areas, and by so doing, hopefully, more 
studies will shine a light on the various aspects of the Nigerian EE to 
increase our understanding of the ecosystem. 

Based on empirical reports from the literature, the expected outcome 
of a functional ecosystem is productive entrepreneurship that results in 
economic growth and development, especially in employment, inno-
vation, poverty alleviation, exports, and foreign direct investment. 
Currently, and as supported in the literature (Isenberg, 2011; Lafuente  
et al., 2018), most policy stances meant to “support” entrepreneurial 
growth are antithetical to growth because, so far, the government does 
not have the compass pointing them to the “True North” (that is at least 
1/100,000 high potential venture of any sector) and so they currently 
navigate by landmarks (Isenberg, 2011). Thus, by unveiling these links 
and gaps within the EE in Nigeria, the government and significant 
players in the policy space can tailor policy efforts towards strength-
ening those areas and truly support the growth of entrepreneurship in 
the region and Nigeria as a whole.
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2.14 Conclusion 

We provide compelling reasons why the study of EE in the Nigerian 
context is important, timely, and attractive. The study identified some 
gaps in the study of EE globally and also narrowed it down to peculiar 
gaps in African and Nigerian literature. We also raised salient questions 
that can get local researchers started in their attempts to study EE in 
their regions. The study concludes that significant gaps exist in theory, 
empirical evidence, frameworks, methodologies applied to study EEs, 
geographical focus, industry focus, and the level of analysis. Fundamen-
tally, a holistic and systemic understanding of EEs in Nigeria is bleak 
and fragmented. Invariably, relative to what is obtainable in the Western 
countries, for example, Silicon Valley, the understanding of the Nigerian 
EE is low. The study also concludes that for the Nigerian economy to 
benefit from the expected output of a vibrant EE, the starting point is 
mapping and understanding the dynamics of the ecosystem to identify 
links, exchanges, and structural gaps in order to focus policy efforts on 
the right places. 
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3.1 Introduction 

The global economy has witnessed pandemonium since the outbreak of 
COVID-19 in Wuhan City, Hubei Province of China, in December 
2019. COVID-19 is a novel coronavirus that has spread to every
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continent except Antarctica and has posed humanity’s most significant 
challenge since World War II. World Health Organization (WHO) 
describes Coronavirus disease 2019 (COVID-19) as “an infectious 
disease that causes severe acute respiratory syndrome coronavirus 2 
(SARS-COV-2)” (WHO, 2020). The virus was first reported amid an 
outbreak of respiratory illness in Wuhan City, Hubei Province, China, on 
the 1st of December 2019 (Zhu et al., 2019). COVID-19 is more than 
a health issue because its impact is far-reaching with devastating social 
and economic consequences. As of the 8th of October, 2020, there were 
36,164,596 cases confirmed, 25,242,930 recoveries 1,055,815 deaths 
worldwide. Indeed, COVID-19 is a novel challenge. Major economic 
and political power hubs worldwide, including Washington, New York, 
London, New Delhi, Beijing, Singapore, Rome, and Lagos, were deserted 
as people were compelled to stay indoors by choice or government. Big 
businesses worldwide, such as Banks and manufacturing industries, are 
engaged in skeletal activities, while small businesses like shops, restau-
rants, food vendors, and artisans have all closed shops. Many industries 
in the catering and tourism sector took a severe hit (Bajko et al., 2022); 
Healthcare and related industries had to cope with significant pressure 
due to changes in people’s lives (Ghanemi et al., 2021); Transportation 
has to keep the momentum in moving people from one point to the 
other under intense pressure (Turo, & Kubik, 2021). Daily, jobs and 
income are being lost with the attendant challenge to SMEs. The Inter-
national Labour Organization (ILO) estimates that 195 million jobs 
could be lost while developing countries could lose at least US$220 
billion in income. 

In Nigeria, the Federal government acknowledged the presence of the 
COVID-19 virus, and there were reported cases in over 32 of the 36 
states, including the Federal Capital Territory (FCT). Nigeria Centre 
for Diseases Control (NCDC), a federal government agency, reported 
255,415 confirmed cases nationwide, with 249,601 recoveries and 3,142 
deaths as of 31st of March 2022. Meanwhile, of the confirmed cases, 
about 50% are in the southwestern part of Nigeria, with Lagos state 
recording 39% of that total sum, making it an epicenter of the crisis 
in Nigeria. To control the spread of the deadly virus Lagos, Ogun, and
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Osun states declared total lockdown in their respective states, halting 
business activities. 

Given the rapid spread of the COVID-19 pandemic, the research 
community has responded quickly to the new virus with publications 
primarily centered on causes, prevention, and control. However, consid-
ering the significant impact of the pandemic on all sectors of the world 
economy, including that of Nigeria, it is safe to suggest that the sector 
most affected are the small and medium enterprises (SMEs). This signifi-
cant impact is connected with SMEs’ unique structure, such as small size, 
weak ownership structure, inadequate capital, and little or no technology 
infrastructure. 

Locally, we are unaware of any research focusing on the impact of the 
COVID-19 pandemic on business concerns and coping strategies in a 
post-pandemic environment, especially in South-West Nigeria. 
Therefore, this work aims to investigate to what degree the COVID-

19 pandemic will impact Nigeria’s business environment during and after 
the COVID-19 pandemic. Specifically, the paper will: 

i. Examine the effect of COVID-19 on Small and Medium Enterprises 
(SMEs) performance concerning sales, income, and profitability. 

ii. To highlight coping strategies SMEs adopted during and after the 
COVID-19 pandemic. 

iii. Identify specific policy measures the government can take to support 
SMEs post-COVID-19 lockdown. 

The scope of the study is Lagos, Ogun, and Osun states in South-
Western Nigeria. The three states were selected because they were 
subjected to total lockdown for over 21 days as against other states such 
as Oyo, Ondo, and Ekiti, which were on partial lockdown and had some 
measure of economic activities still going on. SMEs were preferred for 
this study because they represent a critical mass in the economy’s private 
sector and are considered the bedrock of any sustainable economic devel-
opment. South-Western zone of Nigeria was the focus of the study 
because it is the region with a high preponderance of SMEs in the 
country (SMEDAN, 2019) and collectively harbors 70% of reported
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cases as of the end of March 2022. The study will adopt the concep-
tual approach by reviewing relevant literature and drawing an inference 
concerning the study’s objective. The study will conclude by making 
recommendations that, if implemented, can ameliorate the challenges of 
post-COVID-19. 

3.2 Literature Review 

COVID-19 

Coronaviruses belong to the Orthocoronavirinae sub-family in the 
Nidovirales order. Corona represents crown-like spikes on the virus’s 
outer surface; thus, it was named a coronavirus. Coronaviruses are 
minute in size (65-125 nm in diameter) and contain a single-stranded 
RNA as a nucleic material (Perlman, 2020). WHO announced that 
the official name of the 2019 novel coronavirus is coronavirus disease 
(COVID-19), the year of the outbreak. 
The exact origin, location, and natural reservoir of the 2019-nCoV 

still need to be determined. However, it is believed that the virus is 
zoonotic, and bats may be the culprits because of sequence identity to 
the bat-CoV (Perlman, 2020; Zhu et al., 2019). WHO believes COVID-
19 may cause symptoms such as pneumonia, fever, breathing difficulty, 
and lung infection. It is spread primarily through droplets of saliva or 
discharge from the nose when an infected person coughs or sneezes 
www.who.int. Most people infected with COVID-19 are also considered 
asymptomatic, while others will experience mild to moderate respira-
tory illness. However, older persons from age 65 and especially those 
with underlying medical challenges like cardiovascular diseases, diabetes, 
chronic respiratory diseases, and cancer, are more likely to develop a 
severe illness with fatal consequences in some cases (Li et al., 2020; 
WHO). 
The first laboratory-confirmed case of 2019-nCoV infection was on 

the 1st of December 2019 in Wuhan, China. The outbreak was said 
to have occurred in a local market, the Huanan Seafood Market (wet 
market), with at least 41 cases reported (Huang et al., 2020). It was also

http://www.who.int
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reported that live animals such as bats, frogs, snakes, birds, marmots, and 
rabbits are frequently sold at the Huanan Seafood Market (Wang et al., 
2020). 

Although there is no known cure for COVID-19-affected persons, 
a regime of vaccines is now available, which includes Pfizer BioTech, 
Johnson & Johnson, Moderna, Oxford AstraZeneca, and Sputnik V 
vaccines. Meanwhile, some affected persons are being treated with a 
combination of therapies, tested negative, and discharged to go home. 
However, to prevent and slow transmission, WHO and the Nigeria 
Centre for Disease Control (NCDC) advocated regularly washing hands 
with detergent, using alcohol-based sanitizers, maintaining social and 
physical distancing, and full public awareness about the virus (WHO, 
ncdc.gov.ng). 

In the meantime, the virus has created a total disruption of the world 
economic order, with almost all countries, including Nigeria, imposing 
a total lockdown of 21 days in some selected states. A lockdown of 
any country certainly will come with severe political, economic, and 
social consequences both in the short and long run. Therefore, this study 
focuses on the consequences of the lockdown occasioned by the virus on 
businesses, especially SMEs. 

3.3 Small and Medium Enterprises (SMEs) 

There is no universal definition for Small and Medium Enterprises since 
they are often given different descriptions in different countries and 
economies. These differences are often a result of government policies 
and programs. Fatai (2012) argued that different authors, institutions, 
government agencies, and policies have suggested different ways to define 
SMEs over the years. For example, Henschel (2009) reported that an  
SME in the United Kingdom (UK) is a company that employs less than 
250 workers. In the United States of America, the figure is less than 500 
employees. In South Africa, small businesses are categorized into four, 
namely, micro-enterprises, very small enterprises, small enterprises, and 
medium enterprises (Smith & Watkins, 2012).
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In Nigeria, different government agencies such Central Bank of 
Nigeria (CBN) Nigerian Council for Industry (NCI) have defined SMEs 
in different ways using criteria such as asset base or sales turnover. This 
study will adopt the Small, Medium, Enterprises, Development Agency 
of Nigeria (SMEDAN) definition. The agency defines SMEs as any 
enterprise with at least ten employees and a maximum of 199 with assets 
not less than N5 million and not exceeding N500 million (SMEDAN, 
2013). 
The SME sector consists mainly of two categories. These are those 

involved in subsistence level (self-employed) earning income to sustain 
themselves and family and those involved in growth-related concerns that 
can scale their businesses. These categories exist in almost all sectors of 
the Nigerian economy. 
Prior to the outbreak of COVID-19, SMEs in Nigeria suffered from 

various challenges that were identified by the Institute of Development 
of Administrators of Nigeria (IDAN, 2007), including, 

First, SMEs need more funding as they often rely on personal savings 
and support from family and friends. Financial institutions such as banks 
are still very reluctant to lend to support SMEs. Although the Central 
Bank of Nigeria is encouraging a change of attitude on the part of the 
banks, more than support from banks is needed to help grow the SMEs. 

Second, high attrition rate among SMEs due to poor entrepreneurial 
and technical skills. Essential managerial skills like planning, organizing, 
leading, coordinating, and controlling need to be improved, resulting in 
business failure or stunted growth. 
Third, poor and inadequate infrastructural facilities such as electricity, 

roads, water, railway system, etcetera still need to be improved for 
the growth of SMEs. Electricity is a critical factor in business success 
generally, and SMEs, mainly, are still epileptic. Cost implications of inde-
pendent power sources, such as purchasing and maintaining generator 
sets, could be more cost-effective. 
Fourth, weak institutions and multiple taxations also present adverse 

effects on SMEs. A slow judicial system often weakens the early dispen-
sation of justice, with cases dragging on for years in the Nigerian court
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system. Equally, multiple and ambiguous taxation system that different 
level of government levy on SMEs is harming the sector. Although 
the Federal Government is encouraging ease of doing business in the 
country, it is yet to be embraced by several states. 

Beyond the health challenge posed by the COVID-19 pandemic, the 
virus significantly impacts international and local economies, especially 
SMEs (Bajko et al., 2022). There is the fear of unforeseen conse-
quences of COVID-19 on businesses such that significant economies of 
the world and top Economists are predicting recession (GDA, 2020). 
Indeed COVID-19 pandemic is tremendously affecting SMEs’ prof-
itability and long-term viability (Emejulu et al., 2020; Hadi & Supardi,  
2020). 

For instance, Lagos, Ogun, and Osun states in South-West Nigeria 
experienced more than 21 days of total lockdown resulting in the total 
shutdown of businesses in compliance with a government directive. As a 
result, the SMEs took a hit with attendant consequences on sales volume, 
income, and profitability. Indeed, SMEs in states that have experienced 
lockdown measures are confronted with the harsh reality that could lead 
to business failure, low productivity, and loss of revenue resulting in a 
negative profit. Therefore, artisans such as cobblers and masons, who are 
daily income earners, may face existential challenges due to the lockdown 
COVID-19 pandemic can threaten the survival of SMEs in Nigeria (Eze 
et al., 2021). 

Another consequence of the lockdown will be staff rationalization 
and staff reduction leading to unemployment for a productive work-
force (Czainska et al., 2021; Rashid & Ratten, 2021; Williams et al., 
2017). 

Although the government has promised palliatives such as cash trans-
fers, food, and food condiments for the vulnerable in society, more 
accurate information and data are needed to ensure the program’s success. 
Coupled with this is a weak political decision driven by political and 
uneconomic considerations.
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3.4 COVID-19 and Business Performance 
of SMEs 

The study adopts sales, income, and profitability as the desired variable 
for use as proxies for business performance. A crisis such as COVID-19 
poses a significant threat to the continued functioning of SMEs’ perfor-
mance (Eze et al., 2021). The lockdown in Lagos, Ogun, and Osun 
states prohibits the movement of people and materials with an attendant 
direct negative impact on the capacity of business organizations (SMEs) 
to make sales, earn income, and profit. Whether Nigerian businesses 
had any strategy to deal with unforeseen crises such as the COVID-
19 pandemic is still being determined. Moreover, businesses have yet to 
be known to predict with certainty the consequences a particular crisis 
carries with it (Munoz et al., 2019). However, preparation is essential to 
manage a crisis well, and only a few, if any, SMEs would have prepared 
for a pandemic such as COVID-19. Studies have shown that SMEs often 
suffer from crises such as COVID-19 because they are vulnerable to cash-
flow interruption as a result of loss of sales and income, lack of funds 
for recovery, inability to access government financial support, and severe 
infrastructure problems (Agbi & Rahim, 2021; Runyan,  2006). 

Our review of literature such as (Bishop, 2019; Boin,  2009; Cowling 
et al., 2012; Doern,  2016; Herbane,  2010; Korber & McNaughton, 
2018; Kuckertz et al.,  2020; Smallbone et al., 2012; Runyan,  2006) 
suggest that for entrepreneurs, dealing with uncertainty, failure is a 
normal part of business; and (Ucbasaran et al.,2013), suggest this is even 
more so when an unforeseen crisis like the COVID-19 pandemic causes 
the uncertainty. 

3.5 Research Propositions 

To achieve the objectives set for this study (as earlier highlighted), 
three research questions were proposed and explored through qualita-
tive studies. In answering the research question (RQ1) on the effect of 
COVID-19 on SMEs’ performance during the lockdown concerning
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sales, income, and profitability, our literature review indicates the conse-
quences of pandemics such as COVID-19 on SMEs include a reduction 
in sales, income, and profitability. This is expected because SME opera-
tors cannot go out and affect productive activities, and neither consumers 
nor users go out to make patronages. Therefore, income and profit are 
not attainable if sales are not made. 

Meanwhile, scholars and economic experts such as Czainska et al. 
(2021), Adam and Alarifi (2021), Nyikos et al. (2021) have predicted 
gloom for national economies, especially SMEs. “Thousands of SMEs 
will die under the weight of formal and informal loans, and bills (rent, 
electricity, wages, and interest) that continue to accumulate under lock-
downs, as well as low demand for their goods and services” (Soludo, 
2020). There is also the fear that the owners of SMEs will prob-
ably consume their business capital during the lockdowns with no 
clear helpline afterward (Adam & Alarifi, 2021). Moreover, SMEs are 
precariously on edge due to the COVID-19 lockdown, as loss of sales, 
income, and profitability will lead to cost-cutting measures, including 
staff retrenchment. 

RQ 1: What challenges did the COVID-19 pandemic pose to the 
performance of SMEs, via-a-vis sales, income, and profitability? 

In answering RQ2, the study believes that given the enormous pres-
sure COVID-19 has placed on SMEs and the need to ensure their 
survival, they will need to adopt some coping strategies. Studies in crisis 
management in SMEs suggest steps to ameliorate the potential nega-
tive impact on sales, income, and employment practices (Doern et al., 
2019; Ibidunni et al., 2020). Small and Medium Enterprises have a 
high capacity for adaptability and flexibility Smallbone et al. (2012), 
and we expect them to demonstrate this during and after the COVID-
19 pandemic. In managing the COVID-19 crisis, SMEs can also adopt a 
strategy similar to the concept of bricolage, which is a process of improvi-
sation to meet a desired goal. So rather than adopting stringent processes 
to address the challenges presented by COVID-19, it seems more appro-
priate for innovative SMEs to embrace iterative and flexible approaches 
such as effectual logic (Obi et al., 2018; Sarasvathy, 2001). Andreas
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(2020) reported the findings from research on the 2012 Emilia earth-
quakes in Italy to illustrate the point: it is only adaptive and resilient 
SMEs who created change and opportunities with the resources avail-
able at the time, are those that survive which is an effectual principle 
(Martinelli et al., 2018). 

Furthermore, SMEs should adopt relational capabilities that are based 
on deliberate bricolage, which William et al. (2017), Ibidunni et al. 
(2017a, 2017b), and Gilbert-Saad et al. (2018) believe will enable lever-
aging internal and external resources such as goodwill partners, coop-
erative support, and access to social capital through financial brokers. 
Changing customers’ needs in response to COVID-19 is another possi-
bility. A possible response to such a situation is for SMEs to apply their 
bricolage response mechanism to solve new challenges while seeking new 
business opportunities. 

Meanwhile, it is not unlikely that the post-COVID-19 lockdown will 
trigger new initiatives and ways of doing business. Nevertheless, how far 
this will go depends on the innovation entrepreneurs bring into their 
organizations. 

RQ 2 : What coping strategies did SME operators adopt to adapt to the 
effects of COVID-19? 

In answering RQ3, the study believes that it will be inappropriate for the 
government to rely on SME initiatives and strategies in dealing with the 
economic and social damage caused by COVID-19. Instead, the govern-
ment can step in by way of new legislation that will guarantee financial 
support, removing policies that have inhibited the growth and develop-
ment of SMEs. Specifically, the government should reduce loan interest 
rates while improving loan availability. Incidences of high-interest rates 
and difficulties in accessing loans by SMEs have been significant chal-
lenges pre-COVID-19 crisis. This recommendation is supported by calls 
from developed countries, such as the United States, United Kingdom, 
France, Germany, and China, to secure financial resources for SMEs to 
prevent collapse. Also, it serves to strengthen their capacities to deal with 
the situation. Among the measures suggested by some United States
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officials is that sustainable development goals (SDGs) should link to 
economic support to SMEs and entrepreneurs (Kaufman, 2020). 
Wyns (2020) believes that if governments succeed in providing relief 

and support to SMEs under pressure in a way that supports the long-
term economic objectives of the countries, COVID-19 could be a 
blessing in disguise. 
Similarly, banks and financial institutions should be encouraged to 

design their lending policies for SMEs to positively impact and prevent 
the collapse of such a strategic sector of the economy. 

RQ 3: What policy directions are necessary for government and institutions 
for the SMEs sector post-COVID-19? 

3.6 Methodology 

The present study used a qualitative research design to demonstrate 
the implications of the COVID-19 pandemic on the Nigerian busi-
ness environment. Small and medium enterprise operators, including 
owner-managers and managers, form the unit of analysis for this study. 
According to Morse (2000), a qualitative study with a sample size of 
eight to twelve respondents is sufficient to generate patterns of responses 
that can provide sufficient insight into the subject under investigation. 
Consequently, this study gathered responses from forty-three Owners/ 
managers and managers of small and medium enterprises in Nigeria. 
The study demystified three critical areas of the research question that 
pertain to the research objective. These questions include, what chal-
lenges did the COVID-19 pandemic pose to the performance of SMEs, 
via-a-vis sales, income, and profitability? What coping strategies did SME 
operators adopt to adapt to the effects of COVID-19? Finally, what 
policy directions are necessary for the government and institutions for 
the SME sector post-COVID-19? The adoption of qualitative research 
design helped this research to focus on in-depth inquiry and patterns 
of respondents’ responses about the extent of implications of COVID-
19 on SMEs in Nigeria. The questions that guided this study were
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self-developed based on the researchers’ conceptualization of the novel 
issues surrounding the possible effects COVID-19 on SMEs’ business 
performance and their coping strategies for alleviating these challenges. 

Interview Protocol 

The interview was conducted using open-ended questions emailed to 
respondents for this study, and the interview period lasted for 2 Months, 
starting from July–September 2020. Table 3.1 shows the background 
information of the interviewees for this research.
Table 3.1 shows that the research covers a significantly sizeable 

geographic spread across the South-West region of Nigeria. The 
geographic spread of respondents revealed that 7 respondents were from 
Ogun State, 9 were from Oyo State, 3 were from Osun State, 20 were 
from Lagos State, and 4 were from Ekiti State. Hence, the information 
provided gave insightful directions about the issues relating to the impact 
of COVID-19 on Nigeria’s SME sector. According to gender, the data in 
the table shows that 35 respondents are male, while 8 respondents are 
female. The respondents’ sectoral spread shows that many respondents 
operate in the service industry, cutting across generic service areas to 
education, retail/trade, hospitality, and entertainment. In terms of firm 
age, there were variations in the responses gathered. The firms included 
in the sample were of firm sizes ranging from less than 5 employees to 
more than 40 employees; the age bracket of the firms was from less than 
3 years to over 21 years. 

3.7 Results and Discussion 

This study developed three themes regarding the research questions 
raised to investigate the implications of the COVID-19 pandemic on the 
Nigerian Business Environment. The respondents for this study included 
operators of Small and Medium Enterprises (SMEs). 
Theme One: Challenges posed by the COVID-19 pandemic on the 

performance of SMEs, via-a-vis sales, income, and profitability
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Table 3.1 Respondents’ Background Information 

Respondents Gender Industry Firm Size Firm Age 

Respondent 1 Male Retail/Trading Less than 5 10 years 
Respondent 2 Male Services More than 

41 
Over 
21 years 

Respondent 3 Male Education 05-Oct Over 
21 years 

Respondent 4 Female Hospitality and 
entertainment 

31–40 10 years 

Respondent 5 Male Services Nov-20 15 years 
Respondent 6 Male Hospitality and 

entertainment 
05-Oct 16–20 years 

Respondent 7 Male Hospitality and 
entertainment 

Nov-20 4–10 years 

Respondent 8 Female Education 
Respondent 9 Male Retail/Trading 21–30 4–10 years 
Respondent 10 Male Education Less than 5 4–10 years 
Respondent 11 Male Others 05-Oct 4–10 years 
Respondent 12 Male Others Nov-20 11–15 years 
Respondent 13 Male Oil & gas Nov-20 11–15 years 
Respondent 14 Female Oil & gas 31–40 11–15 years 
Respondent 15 Male Manufacturing Less than 5 Over 

21 years 
Respondent 16 Male Oil & gas Nov-20 Over 

21 years 
Respondent 17 Male Manufacturing 05-Oct 11–15 years 
Respondent 18 Male Hospitality and 

entertainment 
05-Oct 4–10 years 

Respondent 19 Female Services More than 
41 

16–20 years 

Respondent 20 Female Education Nov-20 4–10 years 
Respondent 21 Male Others Over 

21 years 
Respondent 22 Male Hospitality and 

entertainment 
Nov-20 4–10 years 

Respondent 23 Male Services More than 
41 

Over 
21 years 

Respondent 24 Male Oil & gas Nov-20 11–15 years 
Respondent 25 Male Others Nov-20 16–20 years 
Respondent 26 Female Retail/Trading Less than 5 Less than 

3 years 
Respondent 27 Female Services 05-Oct 4–10 years 
Respondent 28 Male Services 05-Oct 16–20 years 
Respondent 29 Female Others Nov-20 16–20 years

(continued)
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Table 3.1 (continued)

Respondents Gender Industry Firm Size Firm Age

Respondent 30 Male Services 05-Oct 4–10 years 
Respondent 31 Male Services 05-Oct 16–20 years 
Respondent 32 Male Others Nov-20 Over 

21 years 
Respondent 33 Male Services 05-Oct 16–20 years 
Respondent 34 Male Education More than 

41 
Over 
21 years 

Respondent 35 Male Education 05-Oct 4–10 years 
Respondent 36 Male Hospitality and 

entertainment 
21 – 30 4–10 years 

Respondent 37 Male Services 05-Oct Less than 
3 years 

Respondent 38 Male Services 05-Oct 11–15 years 
Respondent 39 Male Services Less than 5 Over 

21 years 
Respondent 40 Male Manufacturing 31–40 Over 

21 years 
Respondent 41 Male Services Less than 5 4–10 years 
Respondent 42 Male Manufacturing 05-Oct 16–20 years 
Respondent 43 Male Services Less than 5 Less than 

3 years

In order to explore this theme, respondents were asked to briefly describe 
the challenges faced by their firm during the COVID-19 pandemic, espe-
cially concerning the impact of the pandemic on business sales, income 
level, and profitability. 
The responses were as expected regarding the challenges of the 

COVID-19 pandemic on business sales. There was a general view about 
the negative impacts of COVID-19 on the sales level of the SME opera-
tors interviewed. The insights from this study did not only demonstrate 
the slowing down effect of the pandemic on SMEs. It also showed the 
intensity of the pandemic on some of the respondents’ businesses. For 
example, Respondent 18, which provides hospitality and entertainment 
services, established that the lockdown resulting from the pandemic 
caused a “full shutdown and loss of 100% revenue for two months. 
Maintenance expenses mostly come from a need for more use of items. 
Reopen expenses were also significantly high with no clear indication 
of when normalcy will return.” Quiet surprisingly, under conditions
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where we expected that remote service delivery might be an option, 
some businesses differed based on their experiences. For example, “a. 
Customers were restrained from coming out; therefore, the level of 
patronage dropped steeply, the online option did little or nothing to 
sustain the same level of patronage we had pre-Covid-19. b. Our projec-
tions for the year are badly affected by the pandemic. c. Since our 
contract staff is remunerated on commission, low patronage has stripped 
them of that, and three key staff already left the company” (Respondent 
30, Services firm). 

Also, the respondents shared their views about the income level of 
their SMEs during the COVID-19 pandemic. The responses were similar 
to our expectations about the negative impact of the pandemic on busi-
ness income. For example, according to Respondent 4, “Did not earn any 
revenue in April 2020, and it may just 25% revenue. Even now, we are 
on 60% pre-Covid revenue.” However, a few other SME operators took 
advantage of the period to re-engineer their business operations to main-
tain the inflow of business income slightly. For example, Respondent 26 , 
which operates a retail and trading business, opined, “This business is 
volume-based; when we lost the strength of voluminous sales, we had to 
resort to retailing mainly.” Also, one respondent noted a diversification 
in their line of business “Income level was on ground zero, except our 
proactive response to the production of branded face masks” (Respondent 
39). 

Finally, in the theme of identifying the challenges of the COVID-19 
pandemic on SMEs related to the impact of the pandemic on business 
profitability. Generally, the respondent’s view was that their businesses 
did not record any profits. One of the measures the government took 
to support Nigerians was a reduction in Premium Motor Spirit (PMS) 
price. However, for Respondent 14 , this action taken by the government 
had a negative toll on that business. The respondent opined, “Recently, 
the frequent  fluctuations of prices of PMS  by  the government,  all in the  
name of this global pandemic, has done much damage to the profitability 
of the oil and gas business. We hope for stability.” 

Environmental disruptions caused by pandemics are noted to have 
immense effects on the performance of businesses (Day et al., 2004). 
More critical is that SMEs are perceived to be the most vulnerable to
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the resultant effects of pandemics, mainly because they generally are 
limited in their capital base and access to resources that could support 
them in stabilizing, even if they survive disruptive times (Hans, 2018). 
This assertion is as accurate to emerging economies as to their developed 
counterparts (Ayeni et al., 2017; Robin et al., 2020). Consequently, the 
need arises for SME operators to rethink their competencies in terms of 
resilience toward unforeseen environmental shocks. 

Theme Two: Coping strategies adopted by SMEs operators to adapt 
to the effects of COVID-19 
Theme two pertained to identifying the coping strategies the SME 

operators used to mitigate the risks of the COVID-19 pandemic. 
Respondents were asked to describe their businesses’ coping strategies to 
adapt to the effects of the COVID-19 pandemic. Some business opera-
tors’ response/coping strategy to the pandemic was to emphasize online 
and digital technology adoption. For example, respondents replied by 
saying “online marketing” (Respondent 1). Another respondent declared, 
“we have been able to deploy technology to work 100% from home via 
the internet” (Respondent 24). 
Nevertheless, other respondents adopted strategies that focused on 

more effective customer service. For example, “by flying all the arsenals 
to ensure we give our customers the best services through good customer 
relations. Hence, Making sure we deliver 100% through our dispensing 
units to maintain our existing customers and gain more from the market 
share” (Respondent 14). 

Some of the operators adopted a diversification strategy to sustain their 
business continuity. According to Respondent 26 , “We initially did not do 
small volume retailing, but we introduced it and increased our product 
variety. We also added grocery shopping service to retain our clients.” 
However, other operators resorted to outright downsizing. For example, 
respondent 18 revealed that “Keep cost tight, scale down head count, 
accept the new way of living, been seen as a responsible organization that 
takes safety seriously.” Another exciting narrative from the responses was 
the adoption of philanthropic approaches to meeting customers’ require-
ments. For example, a respondent affirmed that “Sending bulk SMS to 
the consuming public and reminding them of our existence and the love
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we have for them. We communicate NCDC rules and regulations to 
them at least for the safety of our lives” (Respondent 22). 
The order of responses gathered from the semi-structured inter-

view revealed that SME operators, especially those operating within the 
context of this study, tend to develop new approaches and strategies 
that ensure their business survival and resilience beyond environmental 
disruptions. The character or type of strategy adopted by the SME 
operators is determined by the dynamics presented by their environ-
ment. Similarly, studies such as Ayeni et al. (2018), Ibidunni et al. 
(2017a, 2017b, 2018) have reported that SME operators in developing 
economies like Nigeria depend to a large extent on their businesses 
to survive. Hence these business operators engage diverse forms of 
innovations and skillfulness in maneuvering harsh economic and social 
conditions to ensure the survival and continuity of their businesses. 
Theme Three: Policy directions necessary for government and insti-

tutions for the SMEs sector post-COVID-19 
Theme three focused on interrogating issues that relate to policy 

directions that the government and institutions should implement in 
supporting SMEs’ growth post-COVID-19. This study identified the 
extent to which government support assisted SME operators during 
the COVID-19 pandemic. First, respondents were asked whether they 
received any form of support from the government. The response 
revealed that only two respondents were affirmative about the govern-
ment supporting their businesses. Respondent 12 confirmed receiving 
government support “Through Nirsal MFB.” Also, Respondent 29 
revealed that the “Government reduced our Agric loan interest to 5%.” 
These two respondents also confirmed that the support received from the 
government was sufficient to help their businesses stabilize during the 
period of the pandemic. However, a more significant number of respon-
dents confirmed that they did not receive any form of support from the 
government. Hence, their responses suggest they will likely adopt other 
sustenance measures for their businesses that rely less on government 
interventions. 
The results from this study are consistent with many existing studies 

that have proven that the SME sector needs more government support 
and policy neglect (Khayri et al., 2011). Furthermore, according to the
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literature, the failure of the government to act as an effective facilitator 
of a working business environment in the region under study has failed 
in many firms with massive global competitiveness potential (Uche & 
Familusi, 2018). Consequently, this study further amplifies the need for 
adequate support for the growth of the SME sector, especially during the 
present global economic shock arising from the COVID-19 pandemic. 
In addition, the respondents’ insights about policy directions neces-

sary for the government or its agencies to implement for the survival of 
the SME sector post-COVID-19 showed diverse views. Several themes 
emerged from the replies provided by the SME operators. For example, 
there was an issue raised about the “Provision of a loan with single digit 
interest” (Respondent 1) and “More access to recovery loans and better 
transparency” (Respondent 4). Also, communication was identified as a 
pertinent area of concern, as revealed in “Improvement of communica-
tion” (Respondent 3). Views were also expressed about the need to place 
more emphasis on selected sectors and ensure capacity building “1. Agri-
culture be given priority; 2. Continuous Training of farmers; 3. Fund 
be made available for the real farmers and not through association to 
avoid massive fraudulent heads” (Respondent 11). Another critical issue 
raised pertained to infrastructure “Provision of infrastructures that would 
reduce the cost of doing business such as good roads and electricity” 
(Respondent 15). Also, a respondent highlighted the need for favorable 
tax policies to be designed “The government should reduce taxes for 
the current year. Make loans more easily accessible to businesses at a 
single-digit interest rate. There should be bail-out packages for businesses 
that are badly hit due to Covid after due diligence by the government” 
(Respondent 24). 

3.8 Implications of the Study 

This study has implications directed to theory and policymakers toward 
supporting the growth of SMEs in developing countries, especially 
during epidemics and pandemics. Theoretically, the understanding of 
MSMEs’ adaptability and resilience, especially from the developing 
economies’ perspective, has yet to be extensively discussed. Countries
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in the global south still require significant theoretical underpinnings 
and explanations about issues related to adopting dynamic competencies 
that support them in maneuvering periods of environmental turbu-
lence, particularly during unforeseen global pandemics. Consequently, 
this study contributes to understanding coping strategies that support 
SMEs’ survival during environmental turbulence. 
The findings from this study also bring to the fore the critical role 

of policy formulation and implementation toward advancing the SME 
sector of developing economies. The general perception reported in this 
study highlights significant neglect of the SME sector by the govern-
ment and its institutional organs. The need to drive policy, especially in 
communication, funding supports, single-digit interest loans, favorable 
tax policies, and ensuring of business friend environment and infrastruc-
ture that support ease of doing business, have been pointed out as critical 
issues of concern. Policymakers must follow a more conscientious and 
purpose-oriented approach toward ensuring a sustainable SME sector in 
the developing economy. 

3.9 Conclusion and Further Studies 

This study has significantly contributed to the strategic management 
literature by exploring the coping strategies that support SMEs’ survival 
during adverse environmental disruptions. The findings from this study 
highlight the importance of SME operators’ competencies, especially 
concerning adopting digital technologies and resilience capabilities to 
ensure business survival during and after periods of pandemics. Specif-
ically, SMEs looking to recover from the pandemic should invest in 
affordable digital tools. Similarly, SMEs should embrace creativity and 
innovation in their service delivery to enhance resilience and sustain-
ability. The study also concludes that government support for SMEs in 
developing economies, with particular emphasis on the context of this 
study, should be given priority. Finally, despite the contributions made 
by this study, further studies should compare the disruptive effects of
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pandemics from a cross-country perspective of developing nations to 
offer strong recommendations about dynamic capabilities that are critical 
to SMEs’ resilience. 
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4 
Motivating Entrepreneurial Activities 
to Achieve Sustainable Development 

in Sub-Saharan Africa 

Chioma Onoshakpor and Oyedele Martins Ogundana 

4.1 Introduction 

One of the sustainable development goals introduced by the United 
Nations is SDG 1 which is targeted at ending poverty in all its forms 
everywhere—especially in a developing economy (Quagrainie et al., 
2021). This is because the issue of poverty often results in the lack of 
education, social exclusion and high vulnerability to diseases (Quagrainie 
et al., 2021). Poverty is also linked to health and well-being challenges 
(Currie & Goodman, 2020). Evidence from the developing economies 
(including Ghana) reveals that chronic malnutrition and anaemia are 
associated with household poverty levels (Anim-Somuah et al., 2013;
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Damilola et al., 2020). Many studies have argued that entrepreneurship 
and entrepreneurial activities are crucial means for reducing the propor-
tion of poverty especially within the developing economy (IFC, 2014; 
Misango & Ongiti, 2013; Quagrainie et al., 2021). For instance, the 
Global Entrepreneurship Monitor (GEM) reported that entrepreneurial 
activities in Africa reduce poverty by generating about 1million jobs 
in Angola; 4million in Nigeria; 1.08million in Burkina Faso; and 
1.64million in Zambia (GEM, 2014, 2015). Moreover, GEM (2017) 
reported that entrepreneurial activities would create more jobs as 30% of 
all business owners in East, North and sub-Saharan Africa are projected 
to hire six or more employees in 5 years. The employment projection 
within GEM’s report entrepreneurial activities will reduce unemploy-
ment and poverty in Africa by an average of 6% (GEM, 2017). Aside 
from their contribution to the reduction of poverty and unemployment, 
entrepreneurial activities have reduced the number of child trafficking 
and prostitution in Nigeria (Ogundana, 2020); improved the rate of 
child education in Ghana and the Republic of Niger (Chea, 2008; Otoo  
et al., 2012); improved family nutritional rates by 33% in Botswana 
(Ama et al., 2014); reduced the level of crime by 23.3% in Ogun State 
Nigeria (Iyiola & Azuh,  2014); and played a crucial role in alleviating 
hunger and poverty in Kenya (IFC, 2014; Misango & Ongiti, 2013). 
These are some of the benefits derivable from engaging in entrepreneurial 
activities. Yet, the percentage of population involved in business start-
ups is still very low in Africa compared to other continents including the 
developed world (Statista, 2022). 
Studies have shown that individuals are motivated into becoming 

entrepreneurs for different reasons including financial success, status, 
self-realization, marriage break-up and the existence of an opportu-
nity (Kirkwood, 2009; Manolova et al.,  2008). These entrepreneurial 
motivation factors are generally categorised into push and pull factors 
(McClelland et al., 2005; Schjoedt & Shaver, 2007; Segal et al., 2005). 
Push factors are often used to categorise those factors that have nega-
tive connotations including lack of job, economic challenges and poverty
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(Amit & Muller, 1995; Carsrud & Brannback, 2011; Kirkwood,  2009), 
while pull factors refer to those positive aspects that attract people to 
entrepreneurship including seeing an opportunity (Dawson & Henley, 
2012; Kirkwood, 2009; Manolova et al.,  2008). Some studies opined 
that pull factors are more prevalent than push factors (see for instance 
Segal et al., 2005; Shinnar & Young, 2008). However, these studies 
are mostly from the developed economies and might not apply to the 
developing economies where push factors (i.e., economy challenges and 
absence of jobs) are more likely to abound than pull factors (i.e., oppor-
tunities). Besides, it is still unclear whether there are gender differences 
in the way push and pull motivations influence women and men into 
becoming an entrepreneur in a developing economy. Highlighting these 
gender differences is needed especially as women manage their busi-
nesses in ways different from their male counterparts (Kirkwood, 2009; 
Ogundana et al., 2020). Thus, this chapter is underlined by 2 research 
questions: 

1. What motivates people to get involved in entrepreneurial activities in a 
developing economy—Nigeria? 

2. How do the motivating factors for women differ from their male counter-
parts in a developing economy—Nigeria? 

To address these 2 questions, we conducted 10 in-depth interviews, 
consisting of 5men and women entrepreneurs who operate a range 
of business enterprises in Nigeria. These interviews were transcribed 
verbatim and analysed using thematic analysis. The findings are 
presented using textural and structural descriptors. After this introduc-
tory section, we review push and pull factors, social feminist theory and 
provide insights into the Nigerian context as a backdrop for this study. 
This is followed by the discussion of the research method employed in 
this study. The chapter concludes by discussing the research and policy 
implications of the research findings.
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4.2 Theoretical Background 

Push and Pull Factors 

Generally, in the entrepreneurship literature, the factors that motivate 
individuals into entrepreneurship are mainly categorised into 2—push 
and pull factors (Amit & Muller, 1995; Carsrud & Brannback, 2011). 
Different terminologies, which mean the same thing, have been used to 
substitute the push and pull division. For instance, Reynolds et al. (2001) 
utilised the term ‘opportunity-based’ and ‘necessity-based’ to describe the 
pull and push factors. Dawson and Henley (2012) described them in 
their own words as ‘positive’ and ‘negative’ factors. Nonetheless, though 
studies have used different terms, they mean the same thing. As such, in 
this study we stick to the push and pull descriptor to reduce discrepancy. 
Push factors are those factors that have negative connotations including 
the lack of white-collar employment, job dissatisfaction, unemployment, 
poor salary, inflexible work schedule, economic challenges and poverty 
(Kirkwood, 2009; Ogundana, 2022a; Segal et al., 2005). Entrepreneurs 
who are motivated by push factors are often described as necessity-
focused and survival-oriented (Carsrud & Brannback, 2011; Reynolds 
et al., 2002). Such people who were pushed into entrepreneurship are 
mostly concerned with avoiding failure, which could mean starvation 
(Carsrud & Brannback, 2011). The central motivation of an individual 
pushed into entrepreneurship is often to earn enough money to support 
themselves and their family (Ogundana, 2022b). In other words, pushed 
entrepreneurs are often focused on survival which means that they are 
frequently likely to miss or oftentimes ignore opportunities that have 
a longer payback period (Carsrud & Brannback, 2011). This is mainly 
because this category of entrepreneurs is frequently unable to wait to 
achieve a bigger goal as they are concerned that they might starve to 
death waiting (Carsrud & Brannback, 2011). Thus, an enterprise born 
out of push factors is often risk averse as they are likely to assume that 
failing could mean death, a risk not worth taking (Carsrud & Brannback, 
2011). On the other hand, pull factors include those positive aspects 
that attract individuals to entrepreneurship including the existence of a 
business opportunity, seeking independence, self-fulfilment and wealth
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(Dawson & Henley, 2012; Kirkwood, 2009; Manolova et al.,  2008). 
Individuals who were pulled into entrepreneurship are often described as 
opportunistic entrepreneurs as they are often driven by the achievement 
of success through exploiting an opportunity for some form of gain often 
measured in economic terms (Reynolds et al., 2002). Such individuals 
are attracted to become entrepreneurs because they want to earn money, 
power, prestige and/or status (Carsrud & Brannback, 2011). 
There is inconsistency in the current entrepreneurship literature 

regarding how the push and pull factors interact with one another to 
motivate individuals into entrepreneurship. Many of the existing studies 
seem to suggest that the push and pull factors might motivate individ-
uals separately and individually (Brünjes & Diez, 2013; Segal et al., 
2005; Zgheib, 2018). While some other categories of studies suggest 
that the push and pull factors are likely to operate together, neither 
of them would have a dominant role (Carsrud & Brannback, 2011; 
Dawson & Henley, 2012; Kirkwood, 2009). In developing their argu-
ment for an intertwined relationship between push and pull factors, 
Carsrud and Brannback (2011: 14) claimed that “in biotechnology, the 
search for a cure for a disease is often a far more powerful motivator 
than personal wealth creation”. Furthermore, there are also inconsis-
tencies regarding whether women and men are equally motivated by 
similar motivators (Dawson & Henley, 2012; Kirkwood, 2009). On 
the contrary, the social construction of gender suggests that women are 
less likely than men to be motivated to become entrepreneurs in the 
developing economies (Solesvik et al., 2019). Furthermore, there are 
differences in the motivational factors for men and women to become 
entrepreneurs, with more women stating personal and family-related 
issues as motivators; while their men counterparts are more likely to 
state financial reasons (Dawson & Henley, 2012; Taylor  &  Newcomer,  
2005). Although Brush and Cooper (2012) have questioned whether 
entrepreneurship actually offers an improved work-family balance for 
women considering starting a business for familial reasons. This might 
explain why some women entrepreneurs exit from entrepreneurship after 
some few years (Brush & Cooper, 2012; Dawson & Henley, 2012; 
Solesvik et al., 2019). Kirkwood (2009) stated that researchers have
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paid little attention to gender differences in the push and pull moti-
vations for becoming an entrepreneur. This omission Kirkwood claims 
is not new, as entrepreneurship research still lacks gender comparative 
analysis. As such, Dawson and Henley (2012) posited that “pull” and 
“push” factors should be considered along the lines of current contempo-
rary economic conditions and differential personal circumstances of both 
genders. This suggests that observable differences in motivation between 
men and women may be due to sociocultural factors which would differ 
from context to context. 

Social Feminist Theory and Entrepreneurial 
Motivation 

The social feminist theory assumes that women and men differ from 
one another inherently (Fischer, 1993; Szymanski, 2005). The source of 
the assumed gender differences is located within the early and ongoing 
different socialisation processes that women and men are exposed to 
throughout their lives that often condition them to view the world in 
fundamentally different ways (DeTienne & Chandler, 2007; Johnsen & 
McMahon, 2005; Orser et al., 2011). Accordingly, several entrepreneur-
ship studies that have compared women and men on socialised traits and 
values are consistent with the social feminist assumption (see for instance: 
Ampofo, 2001; Solesvik et al., 2019). Several studies have observed 
many consistent gender differences (Dawson & Henley, 2012; Marlow &  
Martinez, 2018; Szymanski, 2005; Taylor & Newcomer, 2005). For 
instance, women—who are often conditioned by societal praxis—are 
often taught to assume domestic roles and possess traits such as gentle-
ness, sensitivity, compassion, submissiveness and deference (Onoshakpor 
et al., 2023a; Ogundana et al., 2018; Simba et al., 2022; Verheul et al., 
2006). On the other hand, men are socialised to express toughness, 
stoicism, self-sufficient attitudes, lack of emotional sensitivity and a more 
dominant role in male–female relationships (Ampofo, 2001; Izugbara, 
2005; Ogundana et al., 2022b). The gender socialisation processes are 
more dominant in the developing country context where deviation from 
them is often frowned at, and culprits stigmatised (Ogundana et al.,
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2022a; Simba et al., 2022). Besides, in a developing country region 
such as Ghana, social expectations are “reinforced by direct instruc-
tion, punishments, and by observation of female acceptance of male 
dominance among parents” (Ampofo, 2001: 16). 

Gender socialisation and traits also shape the way both women 
and men operate their businesses (Manolova et al., 2012; Christo-
pher Weber & Geneste, 2014). For instance, Manolova et al. (2012) 
observed that women entrepreneurs in the USA desired non-financial 
forms of success compared to their male counterparts who preferred 
financial successes. In a study of gender-related perceptions of success 
in business, Christopher Weber and Geneste (2014) found that women 
entrepreneurs preferred intrinsic success (i.e., non-financial: lifestyle and 
perceived success); while their male counterparts preferred extrinsic 
forms of successes in business (i.e., sales, number of employees and 
profit). Similarly, in his study, Smith (2000) concluded that male 
entrepreneurs were motivated by financial and instrumental concerns 
while women were motivated by relational and social concerns. A recur-
ring conclusion from these prior studies (i.e., Manolova et al., 2012; 
Smith, 2000; Christopher Weber & Geneste, 2014) is that women  are  
more inclined towards non-financial gains while their men counter-
parts prefer financial forms of successes. Indeed, there are assumptions 
that women’s preference for non-financial successes is linked to their 
feminine traits of gentleness, sensitivity, compassion, submissiveness and 
deference; while men are linked to financial successes because of their 
masculine traits of self-sufficiency and competitiveness (Manolova et al., 
2012; Christopher Weber & Geneste, 2014). However, these conclu-
sions are mostly gleaned from studies that are based on the developed 
country contexts including the USA. This might not apply in the devel-
oping country region that mostly possesses a unique business, social and 
institutional context (Welter, 2011). Besides, different individuals have 
started to switch their feminine traits for masculine attributes— vice 
versa—because of the psychosocial and environmental challenges that 
characterise our world (Ogundana et al., 2022b). For instance, men have 
started to take up the responsibilities of child-care and women have 
become breadwinners of the home (Miller, 2022). Thus, it is difficult,
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if not impossible, to propose what factors would motivate women and 
men into entrepreneurship in the developing economies. 

The Nigerian Entrepreneurship Context 

Existing studies have shown that entrepreneurial activities drive 
economic growth and create employment opportunities, and wealth 
(Brush & Cooper, 2012; Huggins et al., 2018). Studies show that in 
a developing economy like Nigeria, entrepreneurial activities play an 
important role, not only in economic development but in steering the 
socio-economic landscape of the country. In a report by the National 
Bureau of Statistics (2014), entrepreneurship in Nigeria is seen to 
account for 97% of the total businesses in the country, contributing 
87.9% of the net jobs and 48% of the industrial output in terms of value-
addition (Olukayode & Somoye, 2013). Besides, SMEs also contribute 
48% of the country’s GDP (UNDESA, 2019). According to GEM 
(2012), Nigeria is considered one of the world’s most entrepreneurial 
countries as 35 out of 100 Nigerians are engaged in some kind of 
entrepreneurial activity or the other. As such, the Nigerian government, 
indeed the government of other developing economies, has introduced 
numerous programmes to support the development and growth of 
enterprises in the developing economies (Onoshakpor et al., 2022; 
Ajayi, 2016; Ogundana et al., 2018). Notable among them are the 
National Directorate of Employment (NDE), Small and Medium Enter-
prises Development Agency of Nigeria (SMEDAN Peoples Bank of 
Nigeria (PBN), National Bank of Commerce and Industry, Microfi-
nance Banks, National Economic Reconstruction Fund (NERFUND) 
and the National Economic Empowerment and Development Scheme 
(NEEDS). However, studies have observed that many of these policy 
interventions aimed at motivating individuals into entrepreneurship have 
recorded failures due to poor implementation, corruption, excessive red 
tapes and bureaucracy (Igwe et al., 2018; Ihugba et al., 2013; Thad-
deus, 2012). Yet, individuals continue to stream towards entrepreneur-
ship despite the limited support system in place to motivate potential 
entrepreneurs to start businesses (UNDESA, 2019). Yet, it is still unclear



4 Motivating Entrepreneurial Activities to Achieve … 101

what factors motivate individuals to venture into entrepreneurship and 
how these motivating factors differ by gender. 

4.3 Research Methodology 

This study is interpretive in nature, resting on the epistemological 
assumption that the focus of this research is inconsistent with what is 
obtained in the natural sciences terrain (Mason, 2010). This discrep-
ancy is driven by the growing recognition that the way entrepreneurship 
eventuates will vary depending on its historical, institutional, spatial 
and social contexts (Welter, 2011). By adhering to an interpretive 
research paradigm, this study unravelled push and pull motivational 
factors that are unique to male and female entrepreneurs operating 
within the Nigerian entrepreneurial context. Besides, the interactionist 
nature of a qualitative research framework enabled this study to identify 
gender-specific motivational factors and those applicable to both male 
and female entrepreneurs (Hesse-Biber 2007). We utilised the purpo-
sive and snowballing sampling techniques to recruit respondents for 
this study. These sampling techniques were useful for obtaining the 
information we required from those respondents that possessed such 
information (Hamilton, 2006; Yin,  2012). Overall, we interviewed 10 
business owners (5 male and 5 female entrepreneurs) who own and 
operate businesses within different economic sectors of Nigeria (see 
Table 4.1). The interview sessions lasted between 30 and 40minutes and 
were tape-recorded and transcribed verbatim for analysis.
Table 4.1 displays the overview of the respondents, age of their busi-

nesses, sector of operation, marital status and specifically their gender. 
This helps to provide useful information about the demographics of the 
respondents. The age of the respondents’ businesses ranges between 3 
and 18 years showing they fall within the range of micro and small 
enterprises according to SMEDAN’s categorization of MSMEs. The 
number of employees engaged within these enterprises ranged between 
1 and 350 employees. We started the analysis by reading and re-
reading each of the transcripts to get acquainted with the data analysis 
process (Glaser, 1978). With the aid of NVivo, we coded important
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Table 4.1 Characteristics of interview participants 

Respondents Gender 
Marital 
Status 

No. of 
employees 

Sector of 
operation 

Years of 
operation 

1 Male Married 10 Real Estate 10 
2 Female Single 5 Real Estate 3 
3 Female Married 7 Food/ 

accommodation 
10 

4 Male Married 35 Food/ 
accommodation 

12 

5 Female Single 1 Real Estate 3 
6 Male Married 1 Real Estate 3 
7 Female Married 40 Food/ 

accommodation 
18 

8 Male Single 1 Food/ 
accommodation 

4 

9 Male Married 350 Real Estate 7 
10 Female Married 25 Food/ 

accommodation 
17 

Source Authors’ idea based on data collection

remarks within each interview transcript using data-driven and theory-
driven codes derived from the existing entrepreneurship literature. The 
evolving codes, commentaries and their interpretations are presented 
using textural and structural descriptions of factors that motivate male 
and female individuals into starting a business. 

4.4 Finding 

Factors Motivating Female Entrepreneurs in Nigeria 

The findings showed that women were pushed and pulled into 
entrepreneurship (See Table 4.2a and b). Furthermore, our findings 
show that female entrepreneurs in Nigeria are more likely motivated 
by external economic conditions such as job insecurity in the Nigerian 
labour market (push factors). In that regard, R2 explained that: 

… you know the job insecurity uncertainties in the private sector is 
something else, so you always need a backup plan…
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The issue of job insecurity is an issue that is prevalent in the Nigerian 
economy irrespective of gender. However, the findings from the inter-
view results reveal that mostly women entrepreneurs were affected by 
the issue of insecurity in employment. This suggests that there are more 
reasons specific to the way the feminine gender is constructed that make 
the issue of job insecurity specific to women. This is consistent with prior 
studies (including Devine, 1994; Winn, 2004) that revealed that due to 
a continuing lack of progress within the workplace, women may be lured 
into entrepreneurship. Similarly, about half of the women including 
respondent R2 identified that the presence of a ‘glass ceiling’ hindering 
their career development in an employee’s role was another factor that 
pushed them into entrepreneurship—mostly as a backup plan. 

Our findings showed that female entrepreneurs are also motivated by 
the need to gain greater autonomy (pull factors). In that regard, R3 
laments: 

….okay I have a lot of energy and when I started out with the nine to 
five I would sit at my desk literally do everything I’m asked to do and will 
try to generate more work to do and still get done with it and still have 
so much idle time, I’m someone who wants to give a hundred per cent 
of myself to anything I’m doing so while I was working for my bosses I 
didn’t  feel  right to also do things on the  side…  

The above comment shows a need for achievement by the female 
entrepreneur, a trait uncommon in the general literature. For instance, 
women’s interest in achievement defies the existing assumption that 
women are generally reserved, unambitious and unenterprising. (Kande-
land Massey, 2002; Shen,  2019). 
The findings also revealed that some women, including respondent 

R7, were motivated into starting an enterprise because of the flexibility 
entrepreneurship offers. This is mainly because women are often more 
likely to be faced with the need to juggle together family and work 
responsibilities, thereby needing total autonomy to be able to manage 
both together (Fierrman, 1990; Zellner, 1994). According to Respondent 
R7:
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……and I like the fact that my time is mine I decide how I do it and I 
decide what I do when I do which is what only an enterprise can do… 

The comment made by R7 aligns with the conclusions made by Konrad 
and Langton (1991) and Morris et al. (1995) who posit that family issues 
and responsibility can influence the career choices of women because 
it is important to them. Family-related factors such as family poli-
cies and family obligations (DeMartino & Barbato 2003; Dean et al.,  
2019), domestic commitments (Greenfield & Marlow, 2002; Nayak 
1992) and the need for work-family balance (Kirkwood & Tootell, 
2008; Onoshakpor et al., 2023b) have been found to be important for 
the female entrepreneur. These factors though labelled as push factors, 
according to Verheul et al. (2006), are important entrepreneurship 
motivation factors irrespective of gender. 

Other female respondents claimed to have started their businesses 
because they identified a gap in the market (pull factors). For example, 
R5 and R10 commented respectively. 

… okay I mean for me I see an opportunity and I’m thinking what can 
I do here right and how can I take advantage; 
…. I found out I was basically cooking for almost all my friend’s events 
so I could as well be paid while doing the job. 

These commentaries by R5 and R10 can be categorised as ‘pull factor’. 
Furthermore, contrary to prior studies (Kandeland Massey, 2002; Shen,  
2019) that indicate that only male individuals have the ability to identify 
business opportunities in the market, this research shows that a female 
entrepreneur possesses the opportunistic tendency that a typical male 
entrepreneur possesses. Besides, our findings disagree with extant litera-
ture on the indications that women are mainly pushed into entrepreneur-
ship; and as such set up businesses mostly in the service (Kuratko & 
Hodgetts, 1995).
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Factors Motivating Male Entrepreneurs in Nigeria 

Our findings revealed that respondents in this study were motivated by 
a complex system of interacting factors that included both push and 
pull factors (See Table 4.2a and 4.2b). Male respondents were majorly 
motivated by the idea of being self-employed. This is supported by prior 
literature where entrepreneurship is often described as a male domain 
(Ahl, 2006; Holmquist & Sundin, 1989; Ljunggren & Alsos, 2001; 
Verheul et al., 2012). In that regard, respondent R4 and R9 stated 
respectively that: 

…a long-time dream from when I was 12 years old, my mother was a 
trader, seeing what she does and assisting her in what she does make me 
what to do this…. it birthed in me such passion to want to do this… R4; 
…entrepreneurship is something that runs in my blood you know all my 
life that’s what I’ve been wanting to be- to run my business because while 
I was growing up you know I was sewing, I was a tailor you know and I 
grew the business to a point where I was sewing clothes and taking them 
to the UK to sell….R9. 

This indicates that men might consider that entrepreneurship is a sector 
mainly for men. Besides, men are mostly introduced to the business 
world early in their lifetime. Parents in the developing economy region 
will normally introduce the family business to their male children 
because they believe the male child is more superior to the female child 
and he can handle the business better than the female child. On the 
contrary, a female child is expected to get married and will change her 
surname in the process. Women are often not introduced to the family 
business because in an instance where the business becomes successful, 
the goodwill and accolades will be transferred to the husband and his 
family; meaning the wealth and the glory will be transferred to the wife’s 
family. Thus, a family will not introduce their female children to business 
because they fear that the business might be transferred to the spouse’s 
family. Rather, a male child will keep the business within the immediate 
family.
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Male respondents are also motivated by other factors including non-
pecuniary and internal motivations. For instance R1 explained: 

… … so one of the reasons that made me, you know try to choose this 
part was to create an opportunity for people… … you know just to take 
a couple of people off the streets by giving them you know jobs and 
opportunities to make ends meet …R1. 

This is new especially as the present literature mainly posit that non-
pecuniary motivators are mainly linked to women entrepreneurs only 
(see for instance: Manolova et al., 2012; Christopher Weber & Geneste, 
2014). Also, Dawson and Henley (2012) posit that social entrepreneurs 
and/or entrepreneurs who provide goods and services in the environ-
mental/sustainability industry are primarily motivated by non-pecuniary 
factors, this research shows otherwise that R1 operates in the real estate 
sector and belongs to the male gender, states pecuniary reasons as his 
motivating factor though secondary to financial motivation. 

4.5 Discussion and Conclusion 

This chapter investigated what motivates people to start a business in a 
developing economy and whether these motivational factors for women 
differ from their male counterparts. Doing this will enable policymakers 
to better understand how to inspire individuals to become entrepreneurs, 
especially in a developing economy context where governments continue 
to struggle with reducing the significant proportion of unemployment, 
poverty and contributing towards achieving sustainable development in 
sub-Saharan Africa. 
The findings indicate that women and men are mostly motivated 

into entrepreneurship by both pull and push factors. This is contrary 
to some existing studies that suggested that the push and pull factors 
motivate individuals separately and individually (Brünjes & Diez, 2013; 
Segal et al., 2005; Zgheib, 2018). In the developing economy, individ-
uals are motivated by a mixture of both pull and push factors. Indeed, 
all contexts will have both pull and push factors operating within them,
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although either of the categories of motivator will assume a dominant 
role (Carsrud & Brannback, 2011; Dawson & Henley, 2012). In that 
regard, women are both pulled and pushed into entrepreneurship— 
but mostly pulled into entrepreneurship— in the developing country 
region. This is contrary to prior studies that suggest that women are 
mostly pushed into entrepreneurship because of the challenges they often 
encounter within the developing economy. Indeed, women are pushed 
into entrepreneurship, but they mostly make their career choice based on 
the sector where opportunities lie and abounds—pull factors. Besides, 
women are less pushed into entrepreneurship because they are less likely 
to be breadwinners of their families. For the men, they seem to be equally 
pushed and pulled into entrepreneurship. However, men are more likely 
to be pushed into entrepreneurship because they often experience a 
higher familial pressure in their role as heads and providers for their 
families. This explains why men experience more push factors than their 
women counterparts. 

In conclusion, this study contributed to the literature on entrepreneur-
ship. It investigated the factors motivating women and men into 
entrepreneurship. In addition, the study also highlighted how these 
factors vary based on the gender of the entrepreneur. Besides, the 
study explained the underlying issue behind the observed differences 
between the factors motivating women and men entrepreneurs. Thus, 
we conclude that although women and men in the developing economy 
encounter push and pull motivators, yet the degree to which they expe-
rience both categories of motivators differs. This difference is largely 
because women are groomed to provide support for their spouses; thus, 
they often experience less pressure to meet the need of their fami-
lies and demand from the home front. On the other hand, men are 
primarily responsible for financing their families, and thus are more 
likely to experience more of the push motivators than the pull moti-
vators. The implication of this is that women are different from their 
male counterparts. As such, we recommend that policymakers should 
focus on developing support mechanisms that are gender-specific rather 
than generic. By doing that, governments are more likely to develop 
policy mechanisms that can have a more effective impact on women 
and men entrepreneurs in the developing economies. For future studies,
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we recommend that researchers should consider a comparative study of 
motivators in other developing economies. Future studies should also 
consider whether the findings of this study will differ for women who 
are the breadwinners of their homes. Such studies will further broaden 
the perspective of this chapter. 
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5 
Informality in Africa in Relation 

to Sustainable Development Goals 8 
and 9: Framework for Innovation 
and Sustainable Industrialization 

Muhammed Olawale Hakeem Amuda 

5.1 Introduction 

The centrepoint of United Nations’ SDGs 8 and 9 resolves around 
making life better for mankind irrespective of gender and social status 
to build a more equitable and inclusive world order. In achieving this 
objective, SDG 8 is concerned with promoting full and productive 
employment through decent work for all to generate economic growth. 
SDG 9 on the other hand, focuses on building resilient infrastructure to 
promote inclusive and sustainable industrialization anchored on inno-
vation. Arguably the accomplishment of SDG 8 rests on the success of 
SDG 9. A probe into the performance of countries in the implementa-
tion and milestones in meeting the SDGs suggests that African countries 
have not achieved much probably, save for South Africa and Egypt (www. 
sdg.iisd.org, 2020). It is therefore not surprising that the poverty rate is
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increasing in this part of the world, particularly in Nigeria which is the 
most populous country on the continent. 
Though the United Nation’s 17 SDGs provide the blueprint to accom-

plish a better and more sustainable future for all people and the world, 
the African context is more complex because of the absence of a clear 
strategy for integrating both the formal and informal sectors towards 
achieving the objectives of the SDGs. Indeed, it appears that except SDG 
9 is specifically achieved, the possibility of accomplishing all other SDGs 
remains a mirage, particularly among African countries. It then presup-
poses that building a resilient infrastructure to drive sustainable and 
inclusive industrialization anchored on innovation provides the surest 
route to promoting a better and more sustainable future for the people 
of Africa and the world. This strategy would not only engender inclusive 
and sustainable economic growth but facilitate the realization of the goal 
of full and productive employment, and decent work for all resulting in 
the accomplishment of other SDGs, particularly that relating to good 
health and wellbeing (SDG3). 
At an event held at the United Nations Headquarters in 2015 just 

after the ratification of the SDGs by member states, participants iden-
tified the industrialization of Africa as a way to accomplish the broad 
objectives of the SDGs (www.unido.org/who-we-are/unido-and-sdgs/afr 
ica-and-sdg-9, 2015). Yet, the communiqué at the end of the event fell 
short of elucidating a clear roadmap for Africa’s industrialization, other 
than that Africa must embark on a skills revolution programme, partic-
ularly in the areas of science, technology, engineering and mathematics 
(STEM). So, while the United Nations aptly recognize the industrial-
ization of Africa as a way to accomplish the broad objectives of the 
SDGs, it is clear that the continent lacks the innovation capacity and 
infrastructure to transit from its predominantly informal economy to 
a formal economy. It is almost seven years after the summit, it is still 
not clear what paradigm African countries would adopt to accelerate 
industrialization in Africa.

http://www.unido.org/who-we-are/unido-and-sdgs/africa-and-sdg-9
http://www.unido.org/who-we-are/unido-and-sdgs/africa-and-sdg-9
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The African economic space is characterized by a composite formal– 
informal system across almost every sector and activity (Peter, 2021). 
Every industrial activity in Africa from infrastructure, manufacturing, 
construction and service delivery presents this composite identity. Avail-
able data suggest that the informal sector in Africa employs about 66% 
of Africa’s non-agricultural labour force and contributes nearly 35% of 
continental Gross Domestic Products (GDP) (Medina et al., 2017); 
with the formal sector accounting for the balance of 34%. Even at 
that, service requirements in the formal sectors are often outsourced to 
Foreign Service providers denying the informal sector the opportunity 
to improve capacity and drive economic growth. This statistic provides 
insight that the strategy for accomplishing SDG 9 to accelerate industri-
alization in the African continent must involve a deliberate framework 
to incorporate the 66% non-agricultural labour force in the informal 
sector into the industrialization process based on innovation. Inciden-
tally, a higher proportion of this informal sector activities is concentrated 
outside the city centres which has fueled the urban–rural migration 
dichotomy (Onwe, 2013). Thus, an industrialization architecture that 
accommodates this sector in its economic framework may offer a route 
to emplace inclusive and sustainable full employment towards acceler-
ating economic growth. Such a framework may additionally assist greatly 
in addressing urban–rural migration since urban migration is mainly 
pushed by the pursuit of economic opportunity in the city centre with 
its attendant strain on city infrastructure and facilities. 
Although there exists an avalanche of literature (Esaku, 2021; Etim &  

Daramola, 2020; Khuong et al, 2021) that have made attempts to char-
acterize the features of informality in relation to economic activities 
in sub-Saharan African countries, none of these literatures relates their 
interventions to the nexus between informality and the accomplish-
ment of SDGs 8 and 9. Arising from this inadequacy, therefore, this 
paper sought to deconstruct the characteristics of informality in Africa 
in relation to economic activities in the continent as it relates to the 
accomplishment of SDGs 8 and 9.
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5.2 Informality in African Industrialization 
and Economy: Character and Spread 

The concept of informality in economic activities and enterprise across 
the African continent comes with complex characteristics as different 
countries present different scenarios and situational perspectives. Inci-
dentally, the term “the informal sector” or “informality” was coined by 
Hart (1973) and the International Labour Organization (ILO) in 1973 
to describe the range of employment and income-generating activities 
occurring outside of formal businesses that were very evident in African 
countries then which still subsists till today some 48 years after. Hart 
and the ILO elucidated informal economy in terms of a dualist model of 
income opportunities among the urban labour force by making a distinc-
tion between wage employment and self-employment. The concept of 
informality was therefore applied to those in self-employment. Addi-
tional studies conducted by ILO later in 1973 on the dynamic nature 
of the informal sectors related informality to poverty implying that 
people in self-employment exhibited a higher tendency to be poor. Also, 
Becker (2004) defines the informal sector as the unregulated, non-formal 
portion of the market economy that produces goods and services for sale 
or for other forms of remuneration. Thus, the term informal economy 
refers to all economic activities by workers and economic units that are 
not covered or are insufficiently covered by formal arrangements. Chen 
et al. (2005) in their study established that workers in informal employ-
ment earned less, had more unstable incomes, lacked access to basic 
public services and protection and were exposed to higher risks of poverty 
relative to those in formal employment. 
The concept of informality in economic activity equally encompasses 

production and services employment relationships that are not governed 
by formal economic regulations and/or basic legal and social protec-
tions (ILO, 2002). More often than not, this is the representative nature 
and character of economic activities in developing countries, partic-
ularly in sub-Saharan Africa. In some countries such as Kenya and 
Senegal (Bocquier, 2005; Federation of Kenyan Employers, 2021; Mbaye  
et al., 2020) however, the informal and formal sectors intermix such 
that it may be difficult to properly make a distinction between the two
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sectors. Labour Statisticians recognized this challenge and at their 1993 
15th International Conference of Labour Statisticians (ICLS) adopted 
a framework for defining the informal sector which could apply across 
countries. The following criteria were adopted for defining informal 
sectors (Hussmanns & du Jeu, 2002): 

a. “Legal organization of the enterprise. Informal enterprises are private 
unincorporated enterprises for which no consistent set of accounts are 
available that would allow the financial activities of the enterprises 
to be separated from those of the owners. In most cases, informal 
enterprises are owned and operated by household members, although 
informal partnerships and cooperatives, whose ownership structures 
may extend across households, are also included. 

b. Market production. A portion of the goods or services produced by 
the informal enterprise must be sold or bartered in market trans-
actions. Household activities that produce exclusively non-market 
goods or services do not constitute informal enterprises. 

c. Size and/or registration. Informal enterprises are frequently defined in 
terms of the number of paid employees—for example, if the number 
of employees in the enterprises falls below a given threshold as deter-
mined by national regulators. Alternatively, informal enterprises may 
be defined in terms of their registration status with respect to national 
regulatory frameworks and legislation. 

d. In 2003, the 17th ICLS expanded the criteria to include the concept 
of “employment in the informal sector” with a jobs-based concept of 
“informal employment.” The new framework broadens the definition 
of informality by including workers in informal employment relation-
ships, not only workers in informal enterprises. The ICLS framework 
for defining informal employment includes (Hussmanns, 2004):

● Informal own-account workers, employers, and members of 
producer cooperatives. These categories of workers or employers 
are engaged in informal employment if the enterprise in which they 
work or operate is informal. This category of informal employment 
corresponds to the definition of employment in the informal sector.
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● Contributing family workers. All contributing family workers are 
classified as being engaged in informal employment since this form 
of employment is rarely regulated by legal and social protections.

● Paid employees in informal jobs. Employees are considered to work 
in informal jobs if those jobs lack enforceable contracts, social 
protections and/or if the employment relationship is not subject 
to national labour regulation or taxation.

● Own-account workers producing goods for own use. Own account 
workers producing goods for their (or their households’) own final 
use are defined as working informally if they are also considered to 
be employed. 

It must, however, be reiterated that in most cases, the size crite-
rion and/or the registration criterion are the primary indicators used to 
identify informal enterprises.” 

Invariably within the sub-Sahara African space, the informal sector is 
characterized by economic activities being undertaken outside a regu-
lated framework or being employed in a business enterprise that operates 
outside a regulated framework in terms of legal and social protections for 
the employees. Incidentally, this sector accounts for more than two-thirds 
of employment and economic activities in Africa. The ILO (1973) char-
acterizes the informal sector in the African continent as exhibiting the 
following features: 

i. The non-agricultural employment in the informal economy repre-
sents 66% of total employment in sub-Saharan Africa and 52% in 
North Africa. Nearly eight out of ten employed persons in sub-
Saharan Africa are in vulnerable forms of employment. Accordingly, 
the vulnerable employment rate—the share of own-account workers 
and unpaid family workers in total employment—was estimated 
at 76.6% in 2014, significantly higher than the global average of 
45.3%. This is a clear indication that the informal sector in Africa 
is not anything near accomplishing SDG 8 for a decent work 
environment and full employment. 

ii. The share of women in informal employment in non-agricultural 
activities outnumbers that of men. In sub-Saharan Africa, 74%
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of women’s employment (non-agricultural) is informal, in contrast 
with 61% for men. Female vulnerable employment (typically unpaid 
family work) was also considerably higher than the rate for males, 
at 84.3% compared with 70.1% for males in 2014 in Sub-Saharan 
Africa. Statistics such as this indicate that the informal sector in 
Africa though employs a greater number of women, but the nature 
of employment is sub-optimal and cannot guarantee the accom-
plishment of SDG 8 which is focused on inclusive and sustainable 
economic growth, full and productive employment and decent work 
for all. 

iii. Informal employment is the standard condition among most youths 
in Sub-Saharan Africa where at least eight in ten young workers 
fall into the category of informal employment. The feminization 
of poverty, combined with discrimination by gender, age, ethnicity 
or disability, also means that the most vulnerable and marginalized 
groups tend to end up in the informal economy and this is espe-
cially the case for women and young people, who have no other 
choice than the informal economy for their survival and livelihood. 
This is another impediment to inclusive economic growth and full 
employment. 

iv. Self-employment constitutes a greater share of informal employment 
(non-agriculture) than wage employment. It accounts for as much 
as 53% of non-agricultural employment in sub-Saharan Africa and 
31% in North Africa. 

Informality in economic activities is of varying degrees depending on 
the nature of the economic environment such that informal activities 
do transit to formal status. Such transition provides the only sure way 
to ensure inclusive full-employment and sustainable economic growth 
that can guarantee decent wellbeing. Becker (2004) developed a matrix 
to illustrate the gradual transition from informal sector to formal status. 
The degree of informality of informal economic activities is shown in 
Table 5.1.

The structure of economic activities in five selected sub-Saharan 
African countries is presented in Table 5.2. The data in the table provides 
a glimpse into the character of the economies of the selected countries.
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Table 5.1 Degree of informality in business enterprises adapted from Onwe 
(2013) 

Informal Sector Formal Sector 
Subsistence Enterprises Unofficial Enterprises Official 

Enterprises 
Degree of 
Informality 

100% High proportion of 
sales 
undeclared and workers 
not registered 

Some proportion of sales 
undeclared and workers 
unregistered.May use outside 
the official purview 
(e.g., internet to deliver 
software) 

Type of Activity Single street traders, 
cottage/micro-
enterprises,subsistence 
farmers 

Small manufacturers, 
service providers, 
distributors, contractors 

Small and medium 
manufacturers, service 
providers, 
software firms 

Technology Labour intensive Mostly labour intensive Knowledge and capital 
Intensive 

Owner Profile Poor, low education, 
lowlevel of Skills 

Poor and non-poor, well 
educated, high level of 
Skills 

Non-poor, highly educated, 
sophisticated 
level of Skills 

Markets Low barriers to 
entry, highly 
competitive, high 
product homogeneity 

Low barriers to entry, 
highly competitive, 
some 
Product differentiation 

Significant barriers to entry, 
established market/product 
niche 

Finance Needs Working capital Working capital, some 
investment capital, 
supplier credit 

Investment capital and 
working capital, lettersof 
credit, supplier credit 

Other Needs Personal insurance, 
socialProtection 

Personal and perhaps 
business insurance 

Personal and business 
insurance, business 
development services 

Least dynamic 
Completely 
informal 

Highly dynamic 
Partially formal

The table reveals that formal employment represents a small fraction of 
total employment in most sub-Saharan African countries, except South 
Africa because of its level of economic development. Formal economic 
activities in most sub-Saharan African countries are less than 20% of 
all employment data in each specific country. The estimate is 13.6% 
in Kenya, 8.7% in Ghana, 10.9% in Mali and 6.8% in Madagascar 
while it is about 62% in South Africa. The table shows that informal 
self-employment is the most single significant source of economic activ-
ities in many sub-Saharan African countries. Curiously, these countries 
with predominant informal economic sectors account for greater poor 
economic conditions in the African continent.
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Table 5.2 Structure of employment in five African countries: Distribution of 
formal and informal sectors (Heintz &Valodia, 2008) 

Economic Sector 
Kenya 
(2005) 

Ghana 
(1998/ 
99) 

Mali 
(2004) 

Madagascar 
(2005) 

South 
Africa 
(2004) 

Formal Employment (%) 
Formal, private 
wage 
employment 

6.9 1.0 n/a 2.5 40.8 

Formal, public 
wage 
employment 

5.4 4.1 n/a 2.7 16.5 

Total formal wage 
employment 

12.3 5.1 5.8 5.2 57.3 

Formal, 
self-employment 

1.3 3.6 5.1 1.6 4.2 

Informal Employment (%) 
Informal wage 
employment 

18.0 9.3 11.0 9.3 22.8 

Informal 
self-employment 

64.8 81.6 78.1 83.8 14.4 

Other/undeclared 3.6% 0.4 0.0 0.0 1.3 
TOTAL 100 100 100 100 100 
…of which… (%) 
Agricultural wage 
employment 

n/a 1.2 0.9 3.3 10.6 

Agricultural 
self-employment 

50.0 52.3 41.2 77.2 4.7 

Further disaggregation of economic activities in the five selected coun-
tries by gender using the same structural forms adopted in Table 5.2 indi-
cates that in all the five countries, formal wage employment accounts for 
a larger share of men’s employment than women’s employment whereas, 
in the informal sector, women’s employment accounts for the larger share 
than men’s employment (see Table 5.3). Some general conclusions can 
be drawn from Tables 5.2 and 5.3 that are indicative of the structure 
of economic activities in many sub-Saharan African countries and by 
extension other African countries recognizing that South Africa is an 
exemption in many areas. First, the two tables reveal that the informal 
sector accounts for a significantly larger share of total economic activi-
ties in many African countries than the formal sector. Second, women 
appear to disproportionately work in the informal sector and are more
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often in vulnerable forms of informal employment. Third, men tend to 
have greater access to wage employment—both formal and informal than 
women. This was the condition a decade and a half ago and recent data 
has not shown a dramatic change in this pattern.
The dominant activities in the informal sector in the three coun-

tries of Ghana, Kenya and Madagascar are summarized in Table 5.4. At  
any rate, the variety of activities associated with the informal economy 
is quite diverse cutting across construction, manufacturing, transporta-
tion, services and trade. The Nigerian situation is not expected to be 
significantly different from the scenario in Ghana for instance. Indeed, it 
appears that the informal sector in Nigeria is steadily growing in recent 
times.
There is a lot of heterogeneity in the character of the informal 

sector across different countries in the African continent. Yet, despite its 
providing employment and means of livelihood to more than 60% of the 
labour force operating in non-agriculture sector, the sector does not have 
the structural framework to promote sustainable and inclusive economic 
growth and guaranteed sustainable full employment and decent work for 
all. 

5.3 Factors Driving Informality in Africa’s 
Economy and Industrialization 

The drivers of informality in the African continent are complex but 
related to some key factors prominent in African economies in the last 
few decades (Heintz & Valodia, 2008); particularly the lack of economic 
development and inconsistency in economic policies geared towards 
accelerating indigenization of the conversion of natural resources to drive 
economic prosperity. Economic and labour organizations such as the 
ILO and the Organization for Economic Cooperation and Develop-
ments (OECD) through several commissioned studies have identified 
some interrelated and at times overlapping factors driving the growth 
of the informal sector in the sub-Saharan African economy and industri-
alization. Some of these factors include:
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Table 5.3 Distribution of men’s and women’s total employment by economic 
sector (Heintz & Valodia, 2008) 

Kenya Ghana Mali Madagascar 
South 
Africa 

M F M F M F M F M F 
Formal Employment (%) 
Formal, private 
wage 
employment 

8.1 2.6 1.4 0.3 n.a n.a 4.3 3.4 44.1 36.9 

Formal, public 
wage 
employment 

5.5 3.1 6.5 2.0 5.5 5.4 3.2 1.6 14.4 18.3 

Total formal 
wage 
employment 

13.6 5.7 7.9 2.3 5.5 5.4 7.5 5.0 58.5 55.2 

Formal, self-
employment 

1.3 1.0 3.5 3.6 7.1 2.2 4.7 8.5 5.1 3.1 

Formal, 
agricultural 

2.5 1.3 0.5 <0.1 0.5 0.1 0.3 0.1 4.9 2.1 

Informal Employment (%) 
Informal wage 
employment 

22.8 11.3 14.9 4.5 12.3 9.2 9.7 6.4 18.7 23.2 

Informal self-
employment 

58.2 76.5 72.7 89.2 74.6 83.1 77.8 79.8 12.7 16.3 

Of which … (%) 
…informal 
own-account 

34.7 47.4 61.6 66.4 n.a n.a 53.8 12.6 8.9 14.0 

…informal 
unpaid 
family 

22.2 28.5 9.4 21.2 17.1 9.4 24.0 67.2 n.a n.a 

Informal 
employer 

1.3 0.6 n.a n.a n.a n.a n.a n.a 3.8 2.3 

Others/ 
undeclared 

1.6 4.2 0.5 0.4 0.0 0.0 4.1 0.2 0.1 0.1 

TOTAL 100 100 100 100 100 100 100 100 100 100 
Informal 
agricultural 
wage 
employment 

8.3 3.7 2.3 0.3 1.0 0.1 3.2 2.9 3.2 2.1 

Informal 
agricultural 
self-
employment 

45.3 63.8 55.7 49.2 41.2 49.6 76.3 78.1 2.7 3.4
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Table 5.4 Most significant activities in non-agricultural informal sector (Heintz 
& Valodia, 2008) 

Country Employment Category Dominant Activities 

Ghana Informal wage employee Manufacturing, construction, 
fabrication, transportation, 
services 

Informal self-employment Manufacturing, trade and 
services 

Kenya Informal wage employee Trade, transportation, 
domestic work/laundries 

Informal self-employment Trade, various services 
Madagascar Informal wage employee Various services, construction, 

transportation 
Informal self-employment Trade, various services

i. Low economic growth and rapid urbanization: sub-Saharan African 
countries have not been able to create employment opportuni-
ties to match the increasing population, particularly the upsurge 
in new entrants into the labour space. Many of these unengaged 
labour forces made recourse to the informal economy to generate 
incomes. Also, several studies have equally linked the growth in the 
urban labour force to a rapid increase in urbanization. Many of 
these workers living in urban slum areas around major cities (e.g., 
Makoko, Ilaje both in Lagos Mainland, Lagos, Nigeria) earn their 
livelihoods in the informal sector (Adeosun & Popogbe, 2021; Ajayi 
et al., 2019). 

ii. Globalization and redundancies: The integration of African coun-
tries into global trading treaties such as the Free Trade Agreements 
world has seen manufacturing sectors in the continent undermined 
by cheaper imports (Onwuka & Udegbunam, 2019). The decline 
in textile manufacturing in many African countries due to cheaper 
clothing imports from Asia (Renne, 2019) is a classic example of this 
regard. Additionally, the structural adjustment programmes imple-
mented by many African countries in the last few decades in which 
many African governments privatized state holdings in companies, as 
well as reduced public sector employment, forced many disengaged 
workers to embrace the informal economy for employment.
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iii. Institutional and legal barriers: business licensing and registration 
procedures often fail to cater to the peculiarities of the informal 
sector. Such institutional and legal barriers make it burdensome for 
small-scale informal businesses to formalize their activities. In most 
cases, the costs of formalization exceed the benefits thereof such that 
workers in the informal sector who earn below the poverty threshold 
may find it difficult to operate formally. 

iv. Lack of government support and weak institution: Absence of govern-
mental support and incentives to grow the capacity of the informal 
sector economic activities and facilitate their transition to formal 
status. Policy initiatives, service provision, investment in infrastruc-
ture and access to the formal financial sector to support the informal 
sector are scarce. Also, African countries lack the benefit of strong 
institutions to provide training capacity and other support incen-
tives to drive structural reforms for the informal sector to transit to 
formal status. 

v. Conflicts and social crisis: In quite some African countries, economic 
activities are conducted in an environment characterized by a high 
level of violence and war resulting in ruined infrastructure and seri-
ously disrupting the possibilities for formal remunerative economic 
activity. Conflicts and social crisis not only undermine economic 
activity but also displace large numbers of Africans who, as polit-
ical refugees, would have to earn their livelihoods in the informal 
economy. 

vi. Gender disequilibrium: The women folks in African countries are 
concentrated in the informal sectors because they are disadvantaged 
in the labour market (Heintz & Valodia, 2008). For many women 
in Africa, disadvantaged in the education system and discriminated 
against in the formal economy, the informal economy offers the only 
opportunity for income generation. 

vii. Adoption of capital-intensive manufacturing process: Modern manu-
facturing practices favour machine-intensive processes in compar-
ison to labour-intensive processes. Also, globalization which encour-
ages multinational companies to move across borders has not 
helped in the absorption of the surplus-labour. The integration 
has constantly favoured capital over labour, especially lower-skilled
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workers that find it difficult to migrate. Ultimately, these workers 
find alternative employment in the informal economy. 

5.4 Innovating Informality to Drive 
Industrialization in Africa 

Industrialization has many sides to it but in the context of the present 
discourse, it is used to connote a rapid transformation in the signifi-
cance of manufacturing about all other forms of production and work 
undertaken within national or regional economies (O’Brien, 2015); 
particularly, those production activities driven beyond mere primary 
extraction of raw materials to the valorization of the raw materials. Such 
a state in any given society is often accompanied by technological and 
organizational change resulting in higher levels of productivity, improved 
living standards, population growth, urbanization, cultural changes and 
shifts in the balance of power among nations. Innovation on the other 
hand implies the adoption of a creative paradigm to respond to a pressing 
challenge. Therefore, innovation in the context of informality and indus-
trialization in Africa is constructed in terms of adopting a new creative 
paradigm to address the problem of industrialization in Africa associ-
ated with the prevalence of the informal sector to provide inclusive and 
sustainable full employment and ensure a decent living. 
It has been stated earlier that the economic landscape of many 

African countries is pervasively informal accounting for 66% of non-
agricultural income-generating employments (www.ilo.org/africa/whats-
new/WCMS_377286/lang--en/index.html). The implication of this is 
that the informal sector is crucial in any framework that is geared towards 
the accomplishment of objectives of SDGs 8 and 9 and must be accom-
modated. Surely, economic development and a sustained, broad-based 
increase in living standards on the African continent are significantly 
connected to the capacity of African economies to create decent jobs 
(SDGs 8 and 9) at a rate that keeps up with the rapid growth of the work-
force. This, in turn, depends on the ability of governments in African 
countries to develop innovative, tailor-made strategies towards transiting

http://www.ilo.org/africa/whats-new/WCMS_377286/lang--en/index.html
http://www.ilo.org/africa/whats-new/WCMS_377286/lang--en/index.html
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informal sector economies to formal status. This requires governments to 
recognize the importance of informality and develop strategies around it 
to promote industrialization and job creation. 
Therefore, it is clear that innovating the informal sector to drive indus-

trialization provides a smart and deliberate strategy to ensure that the 
growing labour force is continually engaged in inclusive and sustain-
able full employment while earning a decent living. The strategy involves 
using the informal sector as the springboard for industrialization which 
would necessarily encompass some elements of formality. It is not 
unusual to assume that once the drivers of informality are taken off, those 
in the informal sector would naturally migrate to the formal sector. But, 
this is not the case (Lakemann & Jay, 2017); so a better approach is to 
use the informal sector as centrepoint for industrialization. The informal 
sector can be innovated to drive industrialization in the following ways: 

a. Upscale skill and training: A major limitation inhibiting sustainability 
in the informal sector is the poor skill level and education of the 
actors in the sector which has made the migration to formal status 
near impossible. Many players in the informal sector are often gradu-
ates of traditional apprenticeships whose skills are not well valued and 
as such, their capacity to partake in skill-intensive jobs and bargain 
for higher earnings is severely limited. Additional education and 
training to acquire advanced skills open up opportunities to improve 
productivity and earnings. 

b. Standardization of products and  protocols of informal sectors: Many  
products and services from the informal sectors are not quality-
checked even though they can deliver. For instance, the ingenuity 
and competence of local fabricators in Nigeria to deliver in many 
instances of sub-contracting in major infrastructural projects have 
well been acknowledged. But, many of them have not received regu-
latory approvals because they have not been able to obtain relevant 
industry standard certifications such as those of the International 
Standard Organization (ISO), American Petroleum Institute (API) 
and American Society of Mechanical Engineers (ASME). Yet, these 
informal sector players are contracted in a non-formal arrangement
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for the job at quite below the industry rate. This practice promotes 
underemployment in contrast to the spirit of SDG 8. 

c. Pooling of resources by informal sector: The informal sector should be 
encouraged to pool their resources together to operate in the formal 
sector thus benefiting from the economy of scale. Such pooling of 
resources would make them eligible to partake in big infrastructural 
projects such as the multi-billion-dollar Dangote Refinery and Petro-
chemical, the 615 km Ajaokuta-Kaduna-Kano (AKK) natural gas 
pipeline, the railtrack modernization projects, Liquefied Natural Gas 
(LNG) Train 7 project, etc. 

d. The government should adopt a deliberate state policy to assist and 
empower a select group of informal sector players to offer their prod-
ucts and services to multi-nationals on the continent rather than the 
current wholesome practice of capital importation into the continent. 
The Nigerian Government implemented this strategy in the nation’s 
Oil and Gas industry with the Nigerian Content Development Act 
which was enacted in 2010. Arising from the success recorded by the 
Act in the Oil and Gas industry, the government is contemplating 
extending it to all spheres of the Nigerian economy. Other African 
countries can adopt a similar strategy. 

e. A major signature of the informal sector is skill mismatch: Many 
players in the informal sector find themselves in that sector because 
of the unavailability of jobs in the formal sector. Therefore, the 
informal sector is pervasive of skill mismatch with many workers 
doing jobs outside their primary competencies. This wide range of 
skill mismatch provides an opportunity for building an ecosystem of 
skill sets that can be deployed to grow the informal sector to transit 
to formal status. 

f. Policy issues on legal and institutional environments: Governments 
should moderate the legal and institutional environments to leverage 
on the potential inherent in the informal sectors. Conditions for 
access to credit facilities and government guarantees and support 
should be liberalized to enable the informal sector to transit to active 
players in the formal sectors of the economy. This will accelerate the 
industrialization of the informal sector for goods and services and
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engender the achievement of full and productive employment, and 
decent work for all. 

5.5 Conclusion 

Informality in the African economy setting is a pervasive phenomenon 
driving the low industrialization character of the continent except for 
South Africa. The sector accounts for two-thirds of non-agricultural 
informal sector employment which indicates that unless the informal 
sector is innovatively integrated into the economic framework, it may be 
difficult to accomplish the goals listed in SDGs 8 and 9. Several factors 
fueling informality on the African continent are identified and these 
include: low economic growth and rapid urbanization, globalization 
and redundancies, institutional and legal barriers, lack of government 
support and weak institution, conflicts and social crisis, gender dise-
quilibrium and adoption of capital-intensive manufacturing process. 
Structural frameworks for innovating the informal sector to drive indus-
trialization on the African continent include skill upscaling and training, 
standardization of products and protocols of informal sectors, pooling of 
resources by the informal sector and a deliberate state policy to support 
the informal sector. Among these identified policy initiatives, the forma-
tion of an ecosystem of diverse skill sets through the innovative pooling 
of the inappropriately deployed expertise in the informal sector provides 
a quickly implementable policy option to transform the informal sector 
in the African continent. 
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6.1 Introduction 

World over, the innovative entrepreneurship culture is increasingly 
gaining wide-spread relevance as a critical success factor not just for 
entrepreneurship practice but also for pedagogy in entrepreneurship 
education (Faltin, 1999, 2001). Up until now, majority of its attention,
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which is largely triggered by competition, is being channelled to Small 
and medium sized enterprises (SMEs) and rapidly growing companies 
that are technology based. No doubt, entrepreneurship is rather complex 
and multidimensional. As such, entrepreneurial innovativeness does not 
solely emerge from intensified competition but emanates from identi-
fying prevalent social issues and secure opportunities in existent market. 
However, discoveries from Vesper (1993), Csikszentmihalyi (1999), and 
Olarewaju and Olurinola (2021) show that an individual’s background 
(education, social demography, and experiences) naturally opens up plat-
forms and maximises potentials for developing sound and innovative 
entrepreneurial ideas that are based on well researched factors (SWOT— 
strengths, weaknesses, opportunities, and threats) which are not easily 
imitable by other competitors. So, being able to adapt and imbibe 
societal tenets and communal problems critically helps in successfully 
executing given innovative ideologies of an entrepreneur. de Jong & 
Marsili (2015) buttress the major argument of Block et al. (2017) that  
just very few entrepreneurs can truly be said to be innovative. 

Shane (2003) agrees that an individual’s experience and knowledge 
determines how well and efficiently opportunities are identified and 
exploited, hence the need for properly educating potential entrepreneurs. 
Surprisingly, there are a plethora of thriving innovative entrepreneurs 
whose educational background involves them dropping out of school. 
For instance, founder of Microsoft, Bill Gates dropped out of Harvard 
whereas the founder of NIKE, Phil Knight received his BSc in Business 
Administration from University of Oregon, and Master’s degree from 
Stanford Business School. This triggers questions about the relationship 
between higher educational attainment and innovative entrepreneurship. 
Can innovation be adequately practised in college? How can universities 
and colleges actively help students to imbibe innovative entrepreneurial 
skills? Such inquisitions have resulted in institutional stakeholders revis-
iting educational practices to examine its efficacy in motivating students’ 
innovative desires for proffering solutions to ongoing issues that extend 
into future generations. Although some studies such as Akhmetshin 
et al. (2019) and Undiyaundeye (2015) have evaluated the importance 
of entrepreneurship education in the schooling system of developing 
nations including Nigeria, there appears to be a gap and disconnect
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of reality from expectations of innovative entrepreneurship in Nigerian 
schools, which this article seeks to address. 

For one, in developing countries like Nigeria, graduates seem not 
to be strong enough in their personal capacity, resolve and drive to 
becoming independent entrepreneurs, perhaps because of fear, inertia, 
and unwillingness to take-risk (Lawal et al., 2018; Ukenna, 2009). These 
are evident in the increasing number of young graduates seeking jobs 
and the high failure rate of newly established small businesses (Adegbuyi 
et al., 2018). Such shortcomings in Nigerian graduates somewhat suggest 
that prevailing innovative entrepreneurship educative models may be 
pedagogically defective, hence a crucial gap which this study aims to 
bridge. For one, the Design Thinking Approach, D.I.S.R.U.P.T, and 
Experiential learning theoretical models do not specifically consider the 
context of students within educational settings transitioning into real-
life entrepreneurial environment, particularly with respect to pedagogical 
curriculum, technological and institutional peculiarities. It is important 
to note that policies pertaining to innovation are key in affecting innova-
tive feats. However, they must be designed to cater for the specific needs 
and institutional structures of each peculiar nation (OECD, 2005). This 
is otherwise known as the national innovation system—NIS (OECD, 
1997) which will be elaborated upon alongside these 3 main theories 
observed in this research. 

Accordingly, it is imperative to posit an integrative model that elim-
inates the elements of fear, inertia, and weak risk-taking attitude at 
the tertiary educational levels that concomitantly translate into fostering 
institutional sustainability through innovative entrepreneurial practices. 
This theoretical paper seeks to address the research question: what inte-
grative model of innovative entrepreneurship education can guide peda-
gogy, curriculum development, and practice in innovative entrepreneur-
ship for the context of developing economies—particularly Sub-Sahara 
African regions like Nigeria? As such, developing such integrative model 
is impossible without synergising the pertinent theories discussed in this 
paper, which not only bridges existing gaps but has the potential of 
providing future researchers in the area of innovative entrepreneurship 
research with an array of ideas to guide their research. In addition, the 
model can provide an insight for innovative entrepreneurship practice
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and training. The rest of the paper discusses the following themes: liter-
ature review, methodology, finding, and discussion of proposed model, 
followed by conclusion and implications. 

6.2 Innovative Entrepreneurship 

The concept of entrepreneurship has three major approaches: 
entrepreneurial function that pertains to dynamic actors including 
managers and intrapreneurs who undertake crucial choices on produc-
tion, research and development (R&D), location, innovation, and 
investment. This highlights originality, creativity, dynamism, and inno-
vativeness which are at the core of entrepreneurship. The second aspect 
entails enterprise performance where firm strategies and capabilities 
are focused upon, from individual to state ownership, joint ventures, 
multinational subsidiaries, and so on (Goedhuys & Sleuwaegen, 2010). 
The third strand deals with owner-operated enterprises, which is a main 
subset of firms which often targets self-employment and small and SMEs 
(Szirmai et al., 2011). 
Innovative entrepreneurship is a derivative of the first strand of the 

broad concept of entrepreneurship. The field of innovative entrepreneur-
ship amalgamises two concepts—innovation and entrepreneurship. From 
the plethora of existing definitions, innovation is turning an idea into a 
solution that adds value from a customer’s perspective. It is something 
newly introduced, such as a new method or device. Modern thinking in 
innovation synthesises technologies and continues to challenge conven-
tional techniques. Agreeably, innovation requires technological changes 
in the form of new era of equipment, machineries, and better educated 
workers. So, technological advances sometimes emerge from on-the-job 
training, capabilities, R&D, formal and informal investment forums 
(Helpman, 2004). Usually, innovation is measured by the magnitude of 
patents or venture capitalist dollars received. Despite the various percep-
tions of innovation, including defining it as procedures of inventing 
new products for modification to satisfy clientele preferences before 
production and sales, one thing remains common across all definitions, 
innovation encompasses value creation (Tidd et al., 1997). Inserting the
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concept of innovation to entrepreneurship leads to producing new items 
or services or developing uniquely new techniques to manufacture or 
deliver commodities at lower cost (Baumöl et al., 2007a). This is very 
contrary to a replicative entrepreneur who imitates what already exists in 
the market and probably adopts an already existent business model that 
best suits their personal interests rather than that of the customer base. 
Cantillon (1755), Say (1827), Schumpeter (1936), and Kirzner (1973) 
are few authors who first distinguish between replicative and innovative 
entrepreneurship. 
Baumöl (2010) explores bringing innovative entrepreneurship into 

micro-theory of value. In his book, it was conceded that right from 
time; entrepreneurs have been acknowledged for their contribution to 
the general welfare of economies, although it has gradually progressed 
from entrepreneurs being relegated to the background to eventually 
coming into the limelight and gaining more obvious global recogni-
tion. Entrepreneurship goes beyond hard work and self-employment to 
utilising its full capacity of creativity, developing ideas (Faltin, 2001). 
Generation of such entrepreneurial ideas is characterised by rising 
educational levels which give the necessary forum to compare societal 
and economic values. Subsequently, it has been envisioned that such 
culture of innovative entrepreneurship can incorporate social, artistic, 
and economic activities to human embodiments of creativity. Hence, 
sound entrepreneurial idea is the foundation to successful innovative 
entrepreneurship. 
Going back to Schumpeter’s definition, entrepreneurial functionali-

ties do not entail invention but are more concerned with awakening 
and re-defining knowledge into physical form in marketplaces. Such 
invasion and disruption of prevalent market equilibrium with ground-
breaking innovation, otherwise termed “creative destruction” is made 
possible through better effective allocation of resources and a competitive 
environment (Chima, 2016; Schumpeter,  1993). Hinterhuber (1992) 
notes the importance of attaching missions or purpose to innovative 
entrepreneurial ideas such as Stephen Wozniak and Steven Jobs whose 
visions were to democratise computers such that the greater part of the 
populace can afford it. In this way, innovative entrepreneurship differs 
from the traditional business motive/objective of primarily making
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profit. Additionally, Timmons (1994) sees entrepreneurship as a human 
creative ability to build something from nothing. Curiosity and an opti-
mistic attitude that there are much more opportunities to be discovered 
helps to foster innovative entrepreneurship 
Another traditional conceptualisation of an innovative entrepreneur 

is that such a person must be knowledgeable in basically every aspect: 
bargaining with clients and suppliers, coordinating employees, fostering 
team spirit, accounting, maintaining inventory and business equipment, 
handling tax collectors’ demands, and other legalities involved. However, 
such an individual that is generally qualified and perfect is not just diffi-
cult to locate but to train from the inception, not to mention that 
having all these qualifications is rather scary for ordinary people. This 
does not mean that an entrepreneur should not be vast. Contrarily, it 
implies that successful innovative entrepreneurship requires basic knowl-
edge and comprehension of these different areas to allow for flexibility 
as it is literally impossible to be perfectly or fully skilled in every subject 
matter (Faltin, 2001). This is where the topic of specialisation and divi-
sion of labour comes in which is advantageous for saving time and energy 
such that an innovative entrepreneur can focus on turning his vision into 
reality. 

6.3 Interconnection Between Innovation 
and Entrepreneurship Education 

The importance of innovation for entrepreneurship education cannot 
be overemphasised because coupled with the rising educational levels, 
customers are getting more sophisticated in their preferences and tend to 
desire uniquely outstanding products or services (Adegbuyi et al., 2018). 
This partially arises from broader awareness about how businesses are 
generally conducted. Thus, asides top notch innovative ideas, having the 
right team of committed people and resources are additional ingredi-
ents that are intertwined in order to achieve innovative entrepreneurship. 
Embedded within these resources is the entrepreneur’s education and 
experiences, which help to develop persistence and perseverance through 
the difficult points of possible failure (Ogbari et al., 2019; Olokundun
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et al., 2018a, 2018b). However, for these factors to work, a thoroughly 
refined business model is necessary. Undeniably, the process involved 
in formulating innovative entrepreneurial ideas is critical component of 
business models. Such models must include synergetic strategies that 
account for societal values and problems which are common to all or 
most individuals within any given society; else this might backfire due to 
its inability to attract the public (Morgan, 1991). 

Baumöl (2004) and  Ogbari  et  al. (2019) observe that educating 
innovative entrepreneurs at the university level is a deliberate process 
to prevent excessive dependence on imitating traditionally confining 
thoughts which hamper creative behaviours and attitudes that are impor-
tant for innovation-oriented activities. Researchers have argued over time 
on the realistic possibility of teaching entrepreneurship that is innova-
tive, rather than replicative and whether such personality skills including 
risk-taking are natural (in-born) or nurtured (learnt at an early age) or 
a synergy of both. Ukenna (2009) advocates for how to overcome risk 
inertia and cultivate skills towards risk-taking. Some persons believe that 
one either possesses this entrepreneurship skill or does not, others such 
as Baumöl, Litan and Schramm (2007b) are of the opinion that training, 
and education are vital contributors to innovativeness of entrepreneurs. 
Modern conditions of professional educational institutions feature 

rising competitiveness; thus, modern teachers should practise innova-
tive and entrepreneurial dexterity in addition to applied professional 
competence (Ivanov et al., 2011; Olokundun et al., 2018a, 2018b). 
Unfortunately, majority of teachers are not focusing on the innovative 
aspect of business and remain unready for its active implementation 
(Osipov, 2006). This is probably because most modern educators have 
not developed their innovative entrepreneurial competence well enough. 
Models of entrepreneurial activities span across consulting, inventory, 

commercial, investment, market-games, acquisition, intermediary and 
institutional models. So, productivity level of competent innovative and 
entrepreneurial formation is related to readiness to innovate, dynamism, 
and the level of teachers’ openness/receptiveness to new approaches of 
doing things. Active involvement in conferences, innovative ideas, grants, 
projects, and systematic publications also help in boosting teacher’s effi-
ciency with regard to innovative entrepreneurship. Cooperating with
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relevant research institutes, technologies, and developmental projects 
helps to ensure the integrity of innovative processes of entrepreneurial 
efficacy (Ivanov et al., 2015). 

However, it is apparent that the existent educational structure 
has not completely succeeded in encouraging a sufficient innovative 
entrepreneurship approach to tackling overall real-life challenges (Klatt, 
1988; Moses et al., 2015). As a matter of fact, most educational schemes 
that should combine education with real-life production activities do 
not actually reflect the intricacies of the market. Meanwhile, diverse 
experiences and lessons can be gotten from being involved in the real 
functionality of markets, starting from entrepreneurial ideas to pricing 
and quality which must be favourable to consumers’ demands. Also, 
building dependable network and people-relationships as well as learning 
to effectively deal with both formal and informal power structures of 
society is a vital asset that goes beyond the theoretical teachings of 
schools (Mayhew et al., 2012). In training students for undertaking 
entrepreneurial ventures that are innovative in nature, higher technical 
education which combines legal and economic knowledge with practical 
exposure. 
Hence, entrepreneurship education is much beneficial than 

Intrapreneurship where in the latter, job seekers usually present 
their educational certificates (most likely without practical experi-
ence and vocational training) and wait for employers to accept potential 
employee’s offers of practicalising their own ideologies for organisa-
tional gains. However, this stifles innovative entrepreneurship as the 
entrepreneur is restricted or saved from the burden of personally seeing 
to the establishment of his own business enterprise. The reality is 
that for youths to cultivate essential entrepreneurial skills, they must 
actively participate in developmental programmes that have strong peda-
gogical accentuation on encouraging creativity, building leadership and 
problem-solving skills for taking the initiative, dealing with negotiations, 
decision making amongst other key life skills (Gibb, 1996a). 

Baumöl (2004) recommends that universities adopt an integration 
of two methods in training innovative entrepreneurs: students should 
choose research projects that allow practical proficiency in prevalent 
analytical techniques coupled with a liberal imaginative process that is
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unorthodox. Nonetheless, balancing the provision of sufficient training 
technicalities with attempts to evade regularised and ordinary thinking 
approaches remains a crucial obstacle to designing quality schooling 
curricula for potential innovative entrepreneurs. So, it is much needed for 
such pedagogy to be imbibed within educational curriculum context that 
extends to even non-business students that demonstrate flair and interest 
in such. This is preferable to being restricted to business environment 
or special trainings in business administration. A vivid illustration is the 
rising pattern of involving science, arts, and engineering students in the 
entrepreneurship process (Kuratko, 2005). In fact, the Kauffman Panel 
on Entrepreneurship Curriculum in Higher Education (2008) is a strong  
proponent of teaching innovative entrepreneurship as this is not a case 
of one size fits all, thereby cutting across all disciplines. Therefore, for 
students to effectively learn how to implement innovative entrepreneurial 
operations, there must be proper interaction with their teachers. 

6.4 National Innovation Systems (NIS) 
and Institutional Sustainability 

Carlsson et al. (2002) note that the concept of innovation system 
encompasses the operations of public and private actors, interlinkages 
as well as the roles of institutions and policies. Hence, NIS stems from 
R&D activities undertaken by research institutes, government agen-
cies, and universities which go beyond traditional inputs such as R&D 
expenditures, number of research manpower, and patent-related outputs. 
Lundvall et al. (2002) observe innovation systems from two angles: its 
structure (in terms of what is produced and the most developed compe-
tencies) and institutional setup (that is, the process/manner by which 
learning, innovation, and production occurs). Lundvall (1992) pinpoints 
the narrow and broad perspectives of innovation system where the 
former directly focuses upon those kinds of institutions which are major 
innovation sources that intentionally aid the attainment and spread 
of implicit cognition. The broader innovation approach acknowledges 
that this narrow perspective of institutions is contained within a much
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larger socio-economic system. This innovation concept has even gained 
popularity globally including EU and OECD economies. 

Interestingly, innovation goes beyond invention, which mainly 
pertains to R&D and encapsulates modern innovation theory that 
emphasises innovation as a mechanism of transferring new knowledge. 
Intriguingly, policy measures for stimulating innovative entrepreneurship 
are quite different from those that foster general entrepreneurship. Block 
et al. (2017) explore the magnitude of innovative entrepreneurship by 
investigating 102 empirical works that were published in the primary 
economics and management journals. This enabled adequate synthesis 
of existent research, thereby aiding knowledge, awareness, and support 
of encouraging more innovative entrepreneurship. 

Many empirical works have concentrated on replicative entrepreneurs 
and their associated educational experiences. Nonetheless, there are 
recent studies which investigate the interconnectivity of educational 
exposition and innovative entrepreneurship (Colyvas & Powell, 2007; 
Mars & Lounsbury, 2009; Mars et al.,  2008; Ndofirepi, 2016). A 
research survey on entrepreneurship education between 1985 and 1994 
confirms that entrepreneurship is teachable given the positive influences 
of educational programmes upon a person’s entrepreneurial prowess 
(Gorman et al., 1997). Similarly, Kourilsky and Walstad (2000) and  
Chilosi (2001) provide evidence of instances where education has posi-
tively led to successful entrepreneurial undertakings, which expand from 
start-up initiatives to facilitating mass self-employment opportunities. 
This stems from increased confidence to assume risks that are implicit 
to such innovative businesses. 

Additionally, degree attainment has been affirmed to be correlated 
with successful performance indicators like earnings, profits, and growth. 
Van der Sluis et al. (2005) opine that higher educational level aids greater 
performance of the concerned entrepreneurial ventures. Weaver, Dickson 
and Solomon (2006) strongly support this assertion in belief that highest 
entrepreneurship levels are connected to people that possess a minimum 
of college education; regardless, education that exceeds bachelor’s degree 
is not totally established to have positive linkages with entrepreneurship.
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Kourilsky and Esfandiari (1997) explore the New Youth Entrepreneur 
curriculum that had 12 educational units of coursework that were chan-
nelled to teach students major entrepreneurial nuggets. After teaching 
this syllabus for one period everyday throughout the semester, it was 
seen that it had substantial positive impact on African American high 
school students from lower social classes as they were equipped with basic 
entrepreneurial understanding and dexterity. Other authors establish 
that such curricular schemes enable the acquisition of creative thinking 
capacity, developing new products, insights into technological innova-
tions, leadership, and negotiation via related taught courses (Chima, 
2016). These subsequently boost awareness of entrepreneurial plat-
forms (Donckels, 1991), likely problems to be encountered (Plaschka & 
Welsch, 1990), traits of an innovative entrepreneur’s personality (Scott & 
Twomey, 1998), building tolerance levels (Ronstadt, 1987), methods 
such as patents for safeguarding ideas (Vesper & McMullan, 1988), 
funding sources for entrepreneurial ventures (Zeithaml & Rice, 1987). 
Rabbior (1990) goes on to posit that entrepreneurship courses should 
also boost self-esteem and confidence by enlightening them on how 
it works in communities, of which communal integration and out-of-
the-box thinking is very helpful. Gibb (1996b) recognises the place of 
addressing students’ self-efficacy. 
Mayhew et al. (2012) explore the link between innovative 

entrepreneurship educational experiences by executing series of assess-
ment to 3,700 undergraduate seniors who graduated in 2007 spring. 
Their findings reveal that undertaking entrepreneurial courses as peda-
gogical approaches was substantially connected to innovation intentions 
after controlling for political, educational, demographic, and person-
ality covariates. This buttresses the research of Olarewaju and Olurinola 
(2021) who recognise the importance of socio-demographic factors 
combined with the sound health of concerned individuals to impact the 
level of education attained via hands-on-training and practical experi-
ences. Therefore, synthesising pedagogy-related information from diverse 
empirical and anecdotal sources makes it obvious that teaching based on 
real-life experiences yields the best outcomes. Whereas experience-based 
techniques incorporate developing business plans, field trips, consulting 
and holding interview sessions with on-the-field entrepreneurs, giving
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chances for students to actually start-up businesses (Hills, 1988; 
Solomon et al., 1994); non-experiential approach includes behavioural 
simulations (Brawer, 1997; Stumpf et al., 1991). 

6.5 Review of Previous Models Relating 
to Innovative Entrepreneurship 
Education 

In this section, some selected models that are relevant to this study’s 
objectives are examined. This will help to inform the model that will 
eventually be projected by this paper. 

A. Design Thinking Approach 

Originally conceptualised by professional designers and architects, the 
Design Thinking (DT) approach is argued to be a critical success factor 
that should form the basis of thinking pattern for modern entrepreneurs 
and managers. Rauth et al. (2015) note that DT is a management 
concept derived from a way of working with innovation mainly. They 
further argue that everyone can learn from the way that designers think 
and work to come up with better ideas  and enable the  development of  
more innovative offerings. Today, DT is being implemented in various 
organisational settings often through executive education and consul-
tancy projects as it so useful in fuzzy front end of innovation and product 
development. Consequently, it is developed into a management concept 
that is now taught at numerous business schools as it being applied in a 
variety of management contexts (Rauth et al., 2015). 
Notably, embedding the DT approach into innovative entrepreneur-

ship education requires primarily the integration of the ten design 
thinking tools as identified by Liedtka, King and Bennett (2013): 

– Visualisation: envisioning possibilities to translate into reality. 
– Journey mapping: reviewing existent experiences from the perspective 

of the customers.
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– Value chain analysis: analysing the current value that is most benefi-
cial to the clientele. 

– Mind mapping: coming up with fresh insights from exploring past 
and prevalent activities to develop new design criteria. 

– Brainstorming: formation of new opportunities and alternative busi-
ness models which are unique and sustainable. 

– Concept development: gathering innovative components in an 
orderly manner to solve and evaluate existing problems. 

– Assumption testing: experimenting and validating major presump-
tions that will determine a concept’s success or failure. 

– Rapid prototyping: representing new conceptualisations in tangible 
forms such that it can be tested and refined. 

– Customer co-creation: engaging customers to generate solutions that 
best satisfy their needs/demands. 

– Learning launch: executing an affordable experiment that enables 
clients to experience modernised solutions over elongated time periods 
in order to verify main tenets of market data. 

However, Randall and Liedtka (2014) note that all these tools can 
only work after answering four critical questions: What is? What if? 
What wows? And what works? This corresponds to the opinions of 
Liedtka et al. (2013). Moreover, these tools are somewhat re-emphasised 
by Dijksterhuis and Silvius (2017) somewhat re-emphasises these tools 
by reiterating the importance of focusing on the needs of the concerned 
users in addition to promoting visual aids. However, this DT approach 
does not accommodate for learning within academic institutes. Thus, 
such thinking approach could be helpful when aiming to boost the 
competence of education for innovative entrepreneurship such that it 
translates into institutional sustainability. Therefore, a robust model, 
which this paper seeks to propose, is expected to integrate the DT tools 
and values. 

B. D.I.S.R.U.P.T Model 

This model is also considered in striving to achieve innovative 
approach for teaching entrepreneurship. Disrupt is a new way of thinking
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which generates new ideas of how to meet clients’ needs through the 
provision of either a product or a service, in this case being entrepreneur-
ship education for innovative entrepreneurship and institutional sustain-
ability. Disrupt is an acronym which stands for the following: 

i. D—Derive: That is, to base a concept on another concept by 
either extending an original concept or modifying it to create a new 
one. Bring something new out or slightly change from the original 
existing product or service to producing a new one. 

ii. I—Include: This has to do with making something new thing to a 
business process to add value and make it different from the original. 

iii. S—Separate: This entails removing connection between people or 
things and creates a new product or service idea. 

iv. R—RePurpose: To change something in a product or service to use 
the change product or service for a different thing. 

v. U—Unite: This combines two products to create a new product 
vi. P—Personalise: Designing or producing something to meet 

someone’s or individual requirements. 
vii. T-Transplant: Transplant is expressed when an idea that works in 

one place is taken and introduced in another place, which can be a 
country or a different customer segment. 

The disruptive model emerged from the conceptualisation of disrup-
tive innovation. A disruptive innovation is an innovation that creates 
a new  market and value network and eventually disrupts an existing 
market and value network, displacing established market-leading firms, 
products, and alliances (Christensen, 2006). The term was defined 
and first analysed by the American scholar Clayton M. Christensen 
and his collaborators beginning in 1995. According to (Christensen, 
2006), disruptive innovations tend to be produced by outsiders and 
entrepreneurs in start-ups, rather than existing market-leading compa-
nies. The business environment of market leaders does not allow them 
to pursue disruptive innovations when they first arise, because they are 
not profitable enough at first and because their development can take 
scarce resources away from sustaining innovations (which are needed to 
compete against current competition).
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Nonetheless, the context of learning and transitioning from educa-
tional institutes is generally not considered in the DISRUPT model 
which mostly focuses on entrepreneurial realities in business scenarios. 
However, in terms of this paper’s focus, the thinking of DISRUPT model 
can be built into the teaching of innovative entrepreneurship to attain 
sustainable institutions. The present teaching of innovative entrepreneur-
ship has focused on sustaining innovation and not on disruptive innova-
tion. Christensen (2006) explained that the goal of sustaining innovation 
is to improve existing product performance. On the other hand, he 
defines a disruptive innovation as a product or service designed for a 
new set of customers, which is critical to innovative entrepreneurship 
and institutional sustainability. 

C. Experiential Learning Theory/Model 

The critical defect of most entrepreneurship curriculum and pedagogy 
is the absence of experience on the part of the students. This has given 
rise to the knowledge-practice gap, which has resulted to low risk-taking 
attitude and general fear when the students face the real world. This 
has triggered the need to pedagogically bridge gap integrating experi-
ential learning component in the innovative entrepreneurship education 
model. Thus, insights are drawn from the Experiential Learning Theory 
(ELT) posited by Kolb (1984). 
According to McCarthy (2016), generally, there are four approaches 

to learning have (1) personality (2) information processing, (3) social 
interaction, and (4) instructional preferences. The second approach— 
information processing, examines how students absorb and use new 
information. David Kolb’s experiential learning model and learning styles 
inventory (LSI) is the most prominent theory and instrument used 
(McCarthy, 2016). Depicted in Fig. 6.1, the experiential learning model 
is a four-stage circular process where for effective learning to occur, the 
learner must experience the entire cycle. Most students favour one part 
of the cycle over other parts hence their learning style preference.
Experiential learning, or “learning by doing” has resulted in positive 

outcomes. Most experts agree that when students take an active role 
in the learning process, the student’s learning is optimised (McCarthy,
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Fig. 6.1 The experiential learning cycle and basic learning styles (Kolb, 1984)

2016 citing Smart & Csapo, 2007). The ELT has important implications 
for innovative entrepreneurship education (Dhliwayo, 2008). Primarily 
by understanding experiential learning theory and linking to practise 
in the classroom, educators are better equipped to promote learning 
(McCarthy, 2016; Olokundun et al., 2017). 

ELT is intended to be a holistic adaptive process on learning that 
merges experience, perception, cognition, and behaviour. ELT defines 
learning as “the process whereby knowledge is created through the trans-
formation of experience. Knowledge results from the combination of 
grasping and transforming experience” (Kolb, 1984, p. 41). The expe-
riential learning model is a cyclical process of learning experiences. 
For effective learning to transpire, the learner must go through the 
entire cycle. The four-stage learning model depicts two opposite dimen-
sions of grasping experience—concrete experience (CE) and abstract 
conceptualisation (AC), and two polar dimensions of transforming expe-
rience—reflective observation (RO) and active experimentation (AE).
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Experiential learning is a process of constructing knowledge that involves 
a creative tension amongst the four learning abilities. The learner must 
continually choose which set of learning abilities to use in a specific 
learning situation (Kolb, 1984). 
The Learning Style Inventory (LSI), the instrument used to assess the 

individual learning styles, identifies four types of learners based on their 
approach to obtain knowledge—Diverger, Assimilator, Converger, and 
Accommodator (see Fig. 6.1). 
Divergers prefer to approach learning through Concrete Experience 

(CE) and to process it through Reflective Observation (RO). Divergers 
are best at viewing existing situations from many different points of 
view. Individuals perform better in situations requiring generating new 
ideas and brainstorming. Their strength lies in imaginative ability and 
awareness of meaning and values. Accommodators also prefer to take in 
knowledge through concrete experience, however they favour processing 
it through active experimentation ideas (Kolb, 1984; McCarthy, 2016). 
Accommodators are capable of learning from primarily “hands-on” expe-
rience. They enjoy carrying out plans and involving themselves in 
new and challenging experiences. The assimilator prefers to approach 
knowledge through abstract conceptualisation and to process it through 
reflective observation. 
The converger also approaches knowledge through abstract concep-

tualisation however the converger favours processing it through active 
experimentation. Convergers prefer to deal with technical tasks and 
problems rather than with social and interpersonal issues. (Kolb, 1984). 
Although ELT is more accommodating of various learning techniques, it 
does not narrow down to transitioning mechanisms of students imbibing 
practical entrepreneurial exposure. Obviously, the ELT provides critical 
insight in any conceptualisation of an integrative model to guide under-
standing of innovative entrepreneurship education. Such an integrative 
model incorporates an experiential component that supports students to 
allay fear and triggers appropriate risk-taking behaviour when engaging 
in real-world situation, which this paper seeks to develop.
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6.6 Findings and Discussion of Proposed 
Model 

Guided by the conceptual framework of Ukenna & Nkamnebe 
(2017) and National Innovation Systems Approach by Organisation 
for Economic Cooperation and development—OECD (1997), this 
study involved a wide range of peer reviewed academic journal arti-
cles aimed at addressing the issues and cognate models on innovative 
entrepreneurship education (IEE). This process led to the conceptual-
ization and formulation of the variables or elements that constitute the 
proposed Integrative Model of Innovative Entrepreneurship Education 
(IMIEE). The elements of fear, inertia, no risk-taking (Lawal et al., 
2018; Ukenna, 2009) that seems to have partly triggered the increasing 
number of young graduates seeking jobs and the high failure rate of 
newly established small businesses owned by young entrepreneurs (Adeg-
buyi et al., 2018) seems to question the adequacy of prevailing models 
of innovative entrepreneurship education. Accordingly, we posit the 
Integrative Model of Innovative Entrepreneurship Education (IMIEE) 
depicted in Fig. 6.2. Therefore, the IMIEE we propose is expected to 
guide effectively teaching and other pedagogical activities in innovative 
entrepreneurship across schools, high schools, and universities alike such 
that institutional sustainability will be the ultimate result. In addition 
to the above discussed three key models (i.e., DT Approach, Disrup-
tive Model, and Experiential Learning Theory) that build upon the NIS 
approach to inform the conceptualisation of IMIEE. Other informa-
tive cognate works are sparks of innovation by Hoffman (2005) and  
entrepreneurship culture and climate by Gabr and Hoffman (2006).
The IMIEE seeks to contribute to the understanding of innova-

tive entrepreneurship in two ways. First, it gives insight to curriculum 
design and pedagogy in innovative education and second, it provides 
managerial tool for both potential and current entrepreneurs who seek 
deepened knowledge that strengthens their innovative drive. Accordingly, 
IMIEE comprises four critical components or constructs—entrepreneur-
ship education (EE), sparks of innovation drivers (SID), stimulants 
of innovative entrepreneurship (SIE) culture, and NIS & institutional 
sustainability.
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Opportunity (Market 
demand for products & 
services). 

Abilities (Basic Industry 
knowledge & capability 
to optimise opportunities) 

Capital accessibility 

Incentives (Monetary and 
non-monetary that 
influence motivation). 

Culture (values and basic 
tenets that affect 
behavioural attitudes). 

Knowledge building 
and dissemination 
(R&D, research 
commercialisation). 

Human resources 
(higher proportion of 
knowledgeable 
workers, advanced 
education, and 
managerial dexterity. 

Entrepreneurship -
culture, education, 
start-up capital, income 
taxes, administrative 
complexities. 

ICT (e.g., IT 
technicians, broadband 
usage). 

Entrepreneurship 
Education - EE 
(Experiential 
Learning 
Approach): 

Stimulants of Innovative  
Entrepreneurship – SIE 
Culture (Design Thinking 
Approach): 

Sparks Innovation 
Drivers - SID 
(Disruptive 
Approach): 

National 
Innovation 
Systems (NIS) 
for Institutional 
Sustainability: 

Courses on creative 
thinking, 
developing new 
products, insights 
into technological 
innovations, 
leadership, and 
negotiation. 

Developing 
business plans, field 
trips, consulting & 
holding interview 
sessions with on-
the-field 
entrepreneurs, 
giving chances for 
students to actually 
start-up businesses 
via financial 
incentives and 
mentoring by 
experts. 

Innovative Entrepreneurship Education 

Knowledge-Information 
channels:  
(1) joint research activities 
& technical collaborations  
(2) private-public research 
institutes interactions  
(3) knowledge and 
technology diffusion  
(4) personal mobility of 
technical experts across 
public & private enterprises 
for local, national, 
subregional, pan-regional 
& international levels. 

Academic institutes, 
patents, professional bodies, 
and internal & external 
information sources. 

Cluster analysis of 
industries, HR flows, 
institutional linkages, and 
innovative enterprises. 

Fig. 6.2 The Integrative Model of Innovative Entrepreneurship Education— 
IMIEE. Authors’ Compilation (2021)

The first construct, entrepreneurship education (EE), in this context 
is conceptual from the experiential learning prism. The EE construct is 
strongly underpinned by the Experiential Learning Theory (ELT), as it 
is believed that the EE projected must be hands-on giving the students 
opportunities to acquire experience. Hence, it involves two distinct but 
interrelated parts: the creative development of their products or busi-
ness idea; and the actual execution of such ideas into micro start-ups 
within and outside campus. This is bridged by this paper’s proposi-
tions of more practical-oriented courses, field trips, interview sessions, 
monetary rewards for outstanding performances, developing business 
plans, learning the ropes of negotiation by groups of students working
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closely with assigned successful entrepreneurial mentors. This is a depar-
ture from prior teachings in EE, which are theoretical-loaded thereby 
making EE too abstract, and seemingly increasing inertia, fear, and wider 
knowledge-practice gap due to non-experiential lessons. 
The second construct, SID, is underpinned by the Disruptive Model 

of innovation building. It is expected that during teaching, instructors are 
to provoke disruptive and outside-the-box entrepreneurial mind-set. For 
instance, on-campus competitions, incentives, and awards can exist for 
students who are able to conceptualise entrepreneurial ideas and sustain-
ably solve school-related challenges. Christensen (2006) maintained that 
the approach of sustaining innovation should be replaced with disrup-
tive innovation approach if start-ups seek institutional sustainability and 
survival. The third construct, SIE, argues that innovative entrepreneur-
ship education must be strengthened by wide-spread and firm-wide 
culture and climate of innovation through sound design thinking across 
main nuggets of entrepreneurial-inclined values, identifying opportuni-
ties via SWOT evaluations, abilities & resources, capital accessibility, and 
pecuniary incentives. 
These 3 models form the basis and build upon NIS approach for insti-

tutional sustainability which entails information and knowledge flows 
across private–public research institutes, collaborations with experts on 
local, national, sub-regional, pan-regional, and international platforms. 
Thus, this informs the integrative model of innovative entrepreneur-
ship education (IMIEE) for pedagogical institutes and schools to be 
sustainably well-equipped for real-life entrepreneurial realities. 

6.7 Conclusion and Implications 

This study sought to explore innovation entrepreneurship from the 
perspective of entrepreneurship education. Therefore, the paper investi-
gates diverse approaches to determine how best innovative entrepreneur-
ship can be taught to aspiring entrepreneurs regardless of their disci-
plines. This entails an overall restructuring of school curriculum and 
pedagogy such that more practical and hands-on experiences can be 
gained. This has informed the need of proposed IMIEE, which we
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conclude will guide curriculum development and other pedagogical 
issues in innovative entrepreneurship education. It is concluded that 
an innovative entrepreneurship education that is pedagogically effec-
tive through insight from IMIEE can strongly translate into successful 
entrepreneurial practice, as it is expected to incubate future practitioners. 
This study recommends using this paper’s proposed integrative model 

for cluster analysis of specific educational institutes to investigate 
entrepreneurial-related curriculums and how effective their mechanisms 
have been in translating into successful real-life entrepreneurs. For 
instance, future researchers could consider academic institutes without 
or with very little practical entrepreneurial activities as control group 
whereas universities and colleges with more practical trainings pose as the 
experimental group to allow for effective comparisons and informative 
findings. This would be a build-up of four (4) existing research avenues 
on NIS but beyond OECD’s scope of advanced countries: mapping 
institutional linkages, human resource (HR) flows, industrial clusters, 
and innovative firms within the context of chosen African nation(s) 
or developing countries to achieve sustainable integrated innovative 
entrepreneurship education. 
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Entrepreneurial Ecosystem and the Role 
of Telecom Multinationals in Achieving 

SDG 9 in Developing Economies 

Ugbede Umoru, Justin Udie, and Victor Udeozor 

7.1 Introduction 

Entrepreneurship is vital to the sustenance of local economy of any 
country, hence the need for an entrepreneurial ecosystem consisting 
of a network of government, Multinational Enterprise (MNEs), start-
ups and other institutional bodies task to contribute to entrepreneurial 
innovation and shape the creation of new businesses (Adler & Hashai, 
2007; Bhawe & Zahra, 2019; Fuller-Love & Akiode, 2020; Hong &
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Snell, 2013). However, how MNEs, contribute to entrepreneurial ecosys-
tems and innovation in developing countries to achieve sustainable 
development goals is often ignored. 
Nevertheless, only recently has research emerged to highlight the 

important role banks, venture capitalists and government agencies play 
in financing entrepreneurial activities in developing countries (Bhawe & 
Zahra, 2019; Fuller-Love & Akiode, 2020). Yet, the role MNEs play 
in creating a sustainable entrepreneurial ecosystem has continued to 
receive little or no attention notwithstanding its importance in economic 
prosperity of developing countries where Nigeria is an example. It is 
contended that MNEs could intervene through policy appraisal and 
review for entrepreneurship expansion mechanism, investment portfolio 
through foreign direct investment (FDI), research and development 
(R&D), IT services, marketing and advertising options and improved 
collaboration (Audretsch & Belitski, 2017; Meyer & Peng, 2016; 
Spencer, 2008; Spigel & Harriso, 2018). MNEs could contribute to 
building a reliable entrepreneurial ecosystem through the provision of 
direct funding and knowledge sharing for the creation and co-creation 
of new business frontiers (Adler & Hashai, 2007; Hong & Snell, 2013). 

Furthermore, supporting the building of strong entrepreneurial 
ecosystems drives economic prosperity and leads to the achievement 
relevant to the United Nations Sustainable Development Goals (UN 
SDGs), such as reducing poverty and hunger (goals 1 and 2), decent 
work and economic growth and partnership (goals 8 and 19), building 
resilient infrastructure and fostering innovation that produces economic 
development (goal 9). Therefore, local entrepreneurs and relevant stake-
holders in host countries must form critical factors to take responsibility 
to actualise these goals; for example, telecom MNEs, because of their 
influence in their market spaces, can support entrepreneurs with tech-
nological know-how (Dunham et al., 2006; Tapang & Bassey, 2017; 
Umoru, 2019). 
This chapter is a case study investigation conducted on four telecom 

MNEs operating in Nigeria. Twenty (28) in-depth interviews from 
case companies and government agencies as well secondary documents 
were collected across Nigeria. Three contributions are drawn from the 
case study. First, a novel model that illuminates how telecom MNEs
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could support the entrepreneurial ecosystem in host country is devel-
oped. Second, mainstreaming the model, a guiding framework for policy 
makers and practitioners on the needed assessment and achievement of 
SDGs within the host country as it suggests a positive sum-game for 
all stakeholders. Finally, a methodological framework that draws valu-
able insights from case companies’ executives could serve as a reference 
for MNEs, Entrepreneurs and policymakers in understanding the Chief 
Executive’s decision-making process. 
The balance of this chapter examines the role of MNEs in 

entrepreneurial ecosystem within the lens of stakeholder theory and the 
nexus between this theory and MNEs’ approaches to achieving relevant 
SDGs. The methodology adopted for this study is robustly illustrated 
while the findings, discussion and conclusion are presented in the end. 

7.2 Literature Review 

Entrepreneurial Ecosystem and MNEs’ Influence 
in Achieving SDG 9 

Entrepreneurial ecosystem broadly refers to the community of several 
stakeholders that provides the needed supportive environment for 
new venture creations (Cao & Shi, 2021; Isenberg, 2014; Spigel &  
Harrison, 2018). It is argued that the distinguishing factor between 
an entrepreneurial ecosystem and others is the important role stake-
holders, including government and large private enterprises like the 
MNEs, play in entrepreneurship development (Haines, 2016; Isenberg, 
2011; Motoyama & Knolton, 2014; Rice et al., 2014; Stam, 2008; 
Spencer et al., 2005). For example, Spigel and Harrison (2018) high-
lighted subsidies and grants provided by the UK government in support 
of entrepreneurship as an example of entrepreneurial ecosystem inter-
play. Similarly, Audretsch and Belitski (2017) examined 70 European 
cities in the context of entrepreneurship ecosystem and found that infras-
tructure and incentives such as human and financial resources from 
government, non-governmental organisations (NGOs) are crucial needs 
that support entrepreneurship ecosystems. In addition, contemporary
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investigations on the subject found that private enterprises, especially 
MNEs, could also provide the support that spurs the creation of new 
businesses (Groth et al., 2015; Luo et al., 2011). For example, Ryan et al. 
(2021) demonstrate how high-tech industrial clusters transformed into 
highly profitable local entrepreneurial ecosystems in Ireland. The study 
also suggests that multiple new ventures sprout through the support of 
MNEs subsidiaries to become critical research and development partners. 
However, evidence also shows that MNEs can inhibit local entrepreneurs 
from creating new ventures (Liu et al., 2009; Spencer, 2008). This is due 
to having more access to resources and building capabilities, thus out 
competing local entrepreneurs (Ryan et al., 2021). 

Despite the mix, albeit burgeoning scholarship on entrepreneurial 
ecosystem (EE), contemporary scholarly arguments are more focused 
on providing a supportive environment for EE in developed economies 
than in developing economies (Audretsch & Belitski, 2017; Groth et al., 
2015; Isenberg, 2014; Motoyama & Knolton, 2014; Rice et al., 2014; 
Stam, 2008). Yet, it is important to investigate the developing economies 
as literature attributes the lack of entrepreneurial ecosystem develop-
ment, particularly in Sub-Saharan Africa to several challenges that mili-
tate a thriving entrepreneurial ecosystem. These include underdeveloped 
market supporting institutions such as capital markets, labour markets, 
strong legal system and the absence of large multinationals’ participation 
in the entrepreneurial ecosystem (Atiase et al., 2018; Bhawe & Zahra, 
2019; Cao  & Shi,  2021; Ogundana, 2020; Umoru,  2019). 

Given the significant role MNEs play in resources, knowledge and 
technology transfer, literature is capturing a more coordinated and 
targeted approach that leverages the UN SDGs to support entrepreneur-
ship in developing countries. This is an effort toward closing the 
gap if compared with developed economies (Esmaeilpoorarabi et al., 
2021; Nylund et al.,  2021). It is believed that entrepreneurship activ-
ities within the entrepreneurial ecosystem can contribute to achieving 
some of the SDGs (Fig. 7.1) (Bischoff & Volkmann, 2018; Volk-
mann et al., 2021; Wagner et al., 2021). However, evaluating the link 
between entrepreneurship and sustainability is still at an early stage as 
past literature are either conceptually driven or regionally based studies 
(Audretsch & Belitski, 2017; Bischoff, 2021; Sussan & Acs, 2017).
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Fig. 7.1 MNEs, Entrepreneurial ecosystem and achieving SDGs 

Equally, emerging research in international business has increasingly 
argued for MNEs’ contribution toward achieving SDGs (Halme et al., 
2020; van Tulder et al., 2021; van  Zanten  &  Tulder,  2018). However, 
how MNEs’ role in the entrepreneurial ecosystem in the context of a 
developing country help achieve SDGs has been neglected in current 
empirical literature. We unpack this topical issue by focusing on the link 
(see Fig. 7.1) between MNEs, entrepreneurial ecosystem and SDGs from 
the perspective of Nigeria, with particular emphasis on SDG 9. SDG 
9 focuses on building resilient infrastructure, promoting inclusive and 
sustainable industrialisation and fostering innovation (United Nations, 
2015). We propose that the role telecom MNEs play as important stake-
holders in the technology ecosystem in Nigeria can foster innovation 
amongst entrepreneurs. This has been overlooked in current literature 
(Bischoff & Volkmann, 2018; Sussan & Acs, 2017; Volkmann  et  al.,  
2021; Wagner et al., 2021). 

Theoretical Perspective 

Stakeholder theory refers to any group or individual who can affect or 
is affected by the operations of an enterprise (Freeman, 1984; Hasnas,  
1998). Stakeholder theory assumes that long term profitability, as well as 
the success of an organisation, is predicated on its ability to satisfy inter-
ested stakeholders’ needs (Bischoff, 2021; Voss  et  al.,  2005). Within the 
entrepreneurial ecosystem, the role of stakeholders, including MNEs, is 
considered important as entrepreneurs require engagement and insights 
from such key stakeholders to accomplish goals (Bishoff, 2021; Bishoff &
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Volkmann, 2018; Spence et al., 2011). Drawing on resource base view 
theory (Barney, 2001), stakeholders can provide tangible and intangible 
resources sufficient for an entrepreneur and thereby ensure success for the 
organisation (Choi & Shepherd, 2005; Simatupang et al., 2015), which 
then leads to the attainment of competitive advantage (Barney, 2001). 
An entrepreneurial environment whose stakeholders provide support 

can guarantee engagement while also influencing the start of new 
ventures (Bishoff, 2021; Jain & Ali, 2013; Motoyama & Watkins, 2014). 
We applied stakeholder theory to interrogate the important role telecom 
MNEs can play in the Nigerian technology entrepreneurial ecosystem. 
We propose that MNEs could leverage their resources and capabilities to 
create an enabling environment that can stimulate growth and facilitate 
development innovation amongst entrepreneurs in the Global South, 
Nigeria for example. 

7.3 Methodology 

The research context of our study is the Nigerian telecom sector. The 
Nigeria telecom sector comprises mobile operators, original equipment 
manufacturers, subscribers and other stakeholders. Mobile operators are 
firms that provide voice calls and internet access services. There are 
four main mobile operators, two main OEM suppliers and 150 million 
subscribers in the Nigeria telecom sector (Euromonitor, 2021; Nigeria 
Communication Commission, 2022). For our study we focus on three 
mobile operators and one OEM. 
In addition to the context being new, the telecom sector has expe-

rienced exponential growth over the last two decades. There are about 
one hundred thousand telecom masts and telecom base stations (TBS) 
built over the last twenty years. There are thousands of servicing related 
jobs and dozens of innovative start-up companies linked to the sector 
(Nigeria Communications Commission, 2022). As such, we argue, this 
context has an opportunity to potentially contribute new knowledge on 
how MNEs have contributed to the entrepreneurial ecosystem.
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Method 

We adopt an exploratory case approach. Exploratory study is appropriate 
because this research focuses on understanding how telecom MNEs 
support entrepreneurial ecosystem to help achieve the UN SDGs within 
the context of Nigeria (Duboise & Gadde, 2002; Welch et al., 2011). 
The decision to adopt a Case study approach was based on the need 
to understand how humans interact within a social context like Nigeria 
with specific reference to the telecom sector (Miles et al., 1994; Welch  
et al., 2011; Yin, 1993, 2012, 2014). Exploratory research goes beyond 
description and focuses on understanding and shedding more light on 
how a particular phenomenon occurred (Collis & Hussey, 2014). It 
provides the opportunity to contribute to theory building and extension 
(Doz, 2011). We identified 4 cases for analysis comprising three mobile 
operators and one OEM, headquartered in India, UAE, South Africa and 
China, respectively, and government regulatory & enforcement agencies 
in the host country (see Table 7.1). The case were selected via a purpo-
sive sampling. This method involves theoretical replication rather than 
sampling logic, so the basis for the selection is theoretical, not statistical 
(Eisenhardt & Graebner, 2007; Patton, 2002).

Data Collection 

The data collection process was carried out between September and 
December 2016 and repeated in August of 2021 in Nigeria to ascertain 
changes within the study context. Four to seven candidates were inter-
viewed for all case units for about forty-five minutes each. Candidates 
for interviews were highly experienced senior managers in the sector. We 
selected these candidates because they are in a better position to under-
stand the strategic decisions their firms make or policies that may shape 
the decisions of firms within the sector. A total of twenty-eight interviews 
were conducted. We stopped at this number of interviewees because we 
noticed reoccurring themes, which implies saturation (Saunders et al., 
2016).
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Interviewees were recorded using a tape recorder and notes were also 
taken to ensure details were not lost. Interviews were conducted in 
four states in Nigeria. These states include Lagos, Rivers, Kano and the 
Federal Capital Territory, Abuja. In addition, senior executives respon-
sible for telecom infrastructure deployment and expansion, authorised 
to make decisions on behalf of their headquarters across the country, 
were interviewed. Examples of questions asked of interviewees at the 
case companies include: what they do for the business community; how 
their company benefit people; how do the telecom companies provide 
support for small businesses in the communities. In addition to the inter-
views, documents including annual reports, minutes of meetings and the 
government gazette were analysed and used to triangulate data. 

The Cases 

Case A 

Case company A is a mobile operator headquartered in India. It was 
established in 1995. Besides Nigeria, it currently has a presence in several 
African countries, including Congo, Ghana, Kenya, Madagascar, Malawi 
and Rwanda. The companies offer 2G, 3G and 4G technologies using 
mobile, voice and data solutions (Market Line, 2021). The company 
has a subscriber base of 471.3 million, 216,901 telecom network towers 
and 606,783 mobile broadband base stations across Africa and Asia 
(Euromonitor, 2021; Market Line, 2021). 

Case B 

Case B is a mobile operator headquartered in the United Arab Emirate 
(UAE). It was founded in 1976 in UAE. Case B has an international 
presence in fourteen countries, including the Middle East, Asia and 
Africa. In the last ten years, it has grown to become the 15th largest 
mobile network operator in the world, with a total subscriber base of 
135 million (Market Line, 2021). Since its expansion in the last two 
decades into Africa and Asia, it has grown to 63 million subscribers in
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Africa and Asia. It has a presence in the following countries: Afghanistan, 
Benin, Burkina Faso, Cote Voire, Sri Lanka, Central African Republic, 
Egypt, Gabon, India, Mali, Morocco, Mauritania, Niger, Pakistan and 
Togo. 

Case C—OEM 

Case C is an Original Equipment Manufacturer founded in 1987 in 
China. It has a presence in 170 countries and regions, including Europe, 
Africa, the Middle East, Asia and the Americas. It has a company 
size of 180, 000 employees globally. The firm offers information and 
communication technology solutions and services to telecommunication 
operators (Market Line, 2021). The firm is engaged in the development 
and manufacture of equipment and products in telecommunication and 
information technology Case C has three business segments including 
carrier, consumer and enterprise businesses. The carrier network business 
manufactures a range of wireless and fixed networks for telecommunica-
tion operators. The consumer business segment develops smartphones, 
mobile broadband devices and applications. The enterprise segment 
develops integrated information, communication and technology (ICT) 
solutions and products including enterprise network infrastructure and 
enterprise information securities (Market Line, 2021). 

Case D 

Case D is a mobile operator founded in 1994 in South Africa. The 
company has an employee size of 19, 913 across twenty-two coun-
tries. The company offers a range of communication, entertainment 
and content services in addition to voice calls and messaging services; 
its services are offered to over 232.5 million people in 22 countries 
across Africa and the Middle East (Annual Report, 2016; Market Line, 
2021). The company mostly internationalises to foreign markets through 
the acquisition of the telecommunication spectrum licensed by host 
countries.
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Data Analysis 

Data collected was coded using QSR Nvivo, a qualitative data anal-
ysis programme to identify emerging themes. We proceeded to identify 
relevant concepts and arrange these into categories ensuring “terms and 
languages adequate at the level of meaning of the informants” (Gioia, 
Price and Hamilton, 2010: 8). Themes were allowed to emerge until 
further analysis failed to reveal additional themes (Gioia et al., 2010). 
Final statements of findings are made at this 1st order stage (see Appendix 
III) if corroborated across multiple participants (Gioia et al., 2013). 
Further analysis was carried out to see if abstract theoretical levels of 
themes and phrases could be formulated according to participants’ terms. 
As a result, we came up with phrases such as “rural infrastructure tech-
nology expansion”, and “the importance of technology to start-ups”. We 
investigated further to see if these new emerging concepts can be aggre-
gated into an umbrella theme. For example, we categorised concepts such 
as rural infrastructure technology expansion and technology support for 
start-ups as providing technology infrastructure to support start-up busi-
ness communities. This provided the basis to build a data structure 
(Fig. 7.2), which then allowed us to configure the themes and concepts 
developed into a visual representation (Fig. 7.3) (Gioia et al.,  2013). 

Fig. 7.2 Data structure
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Fig. 7.3 A model showing the Nigerian technology entrepreneurial ecosystem 
and MNEs influence in achieving SDG 9 

7.4 Findings 

Provision of Technology Infrastructure to Support 
Start-ups 

Data analysis shows exciting findings regarding the contributions of the 
telecom MNEs in the entrepreneurial ecosystem that suggest a strong 
indication toward achieving SDG 9. The goal focuses on building 
resilient infrastructure, promoting inclusive and sustainable industriali-
sation and fostering innovation. The business model of telecom MNEs 
is such that they are required to build telecom technology infrastructure 
across Nigeria, which seems to be in line with SDG 9. This, therefore, 
means that areas that lack telecom infrastructure began to have access to 
several alternative means of communication technology. To clarify how 
the case companies were contributing to building telecom infrastructure 
technology, interviewees at Telecom MNEs stated: 

Provision of infrastructure in the rural areas, most of the urban areas 
have been covered. So, there should be serious incentives for people to 
go into rural areas with new technology. (Senior Manager Licencing and 
Compliance, Case A)
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Comments above suggest that given that telecom infrastructure tech-
nology has already been provided in urban areas, Telecom MNEs started 
to provide infrastructure to the rural areas to boost economic develop-
ment. Although this move potentially halted the movement of people out 
of the rural areas, a rather noticeable increase to the rural areas began to 
be witnessed. Rural technology diffusion has increased economic devel-
opment potential (Hübler, 2016), consequently reducing rural–urban 
migration. 

Additionally, the provision of telecom infrastructure led to positive 
externalities (Adler & Hashai, 2007; Hong & Snell, 2013; Montiel et al., 
2021). For example, the provision of communication networks by the 
MNEs facilitated new businesses amongst young Nigerians and start-
ups in both urban and rural areas. Furthermore, start-ups in electronic 
payment systems, popularly known as point-of-sale (POS) machines, 
became common, which is an evidence that supports the proliferation of 
financial technology across Nigeria. The machine facilitates bill payment, 
cash withdrawals and deposits. Additionally, phone booths and kiosks 
managed by individuals began to be widely noticed. 

So there are lots of people that up-scale their businesses because of tech-
nology. Businesses springing up here and there, people are getting in there 
because of the infrastructural state of things. (Area Business Manager, 
Case A) 

The findings show the extent to which target 9.3 of the UN SDG 9 
is accomplished. Target 9.3 encourages increased access for small-scale 
industrial and other enterprises, especially in developing countries. Anal-
ysis of the data collected from Case B, C and D suggest the following 
comments: 

Start-ups contribute a lot because starts would come up with a product 
that will change the face of one particular segment in the industry. 
Then, these start-ups would ride on the technology infrastructures of the 
telecom operators. (Senior Manager, Design and Value Engineer, Case B) 
Major factor is young population and broadband technology. Young 
people require new phone, good services, and new firms coming up. 
(Manager, Economic & Technical Regulation, Case B)



186 U. Umoru et al.

Companies can leverage on technology experience within their group 
from other countries. For example, our company is part of a larger 
business group, where they have 22 operations in other countries asides 
Nigeria. (Regional Manager Enterprise Solution, Case D) 

The findings above provided compelling evidence to show how telecom 
companies support start-ups and other small business groups within the 
entrepreneurial ecosystem. First, opportunities are provided for start-
ups to develop products and services that target several segments of the 
industry. Then, the telecom MNEs provide the technology to support 
their (start-up) development (Groth et al., 2015; Luo et al., 2011). As 
a result, MNEs play a substantial role in creating sustainable innovation 
that can lead to sustainable business practices (Bischoff, 2021; Nylund  
et al., 2021). A recent publication in Financial Times (2021) captures 
the importance of small businesses that operate point-of-sale machine 
services, which reduces the amount of time spent in traditional banks for 
their services, such as the transfer of funds and withdrawals. Addition-
ally, support is also provided for start-ups that enter into partnerships 
(Bhawe & Zahra, 2019) with telecom companies and banks to facilitate 
online payment systems, including start-ups such as Flutterwave, which 
was recently valued at one billion dollars (Munshi, 2021). A conglom-
eration of start-ups in a community can help build innovation districts 
(Esmaeilpoorarabi et al., 2021). 
Interestingly, the telecom MNEs leverage on their experience of 

operating abroad to introduce such innovative technology to multiple 
start-up communities. A good example from our findings is the evidence 
produced from the analysis conducted on Case D. According to inter-
viewees: 

Telecom is a technology-dependent industry, so you can’t use it if you 
don’t have experience with technology. We use it in South Africa and it 
gave us this advantage, please bring it to Nigeria, so we could leverage on 
it. (Regional Manager Enterprise Solution, Case D) 

The comments above suggest that given that the industry relies on tech-
nology innovation, a company that has experience using it in another
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country can easily leverage that appearance in Nigeria. This can poten-
tially give the company a competitive advantage. Furthermore, Case D 
operates across twenty-two African and Middle Eastern countries, hence 
the benefit of tapping into several technology collaborations. The impli-
cation of this is that start-ups can therefore have access to such global 
technology similar to MNEs. 

The Role of Government as an Exogenous Factor 
Contributing to SDG Commitment 

The role of government was found to be an exogenous factor that 
contributed to the provision of telecom infrastructure across Nigeria. 
This is because one of the responsibilities of the regulator, as stated in the 
2003 telecom Act, is to oversee the expansion of the telecommunication 
network through the Universal Service Provision Fund (USF). The USPF 
is a fund set aside by the government in the form of subsidies, monitored 
through the Nigerian Communications Commission (NCC) to help the 
expansion of the telecommunication network throughout the country, 
particularly in the underserved rural areas. This fund is allocated to the 
Telecom MNEs, granting them additional resources to provide telecom 
infrastructure. In addition, interviewees reported that government agents 
and officials enforce the Act by monitoring their activities. 

You have powerful governors in government who want a base station 
mounted in villages to support businesses. There are quite a number 
of things that come from the political environment that influence us. 
(Regional Operations Director, Case A) 
To fulfil government regulation that says all operators must cover certain 
location as part of license requirement, so they try to deploy state of the 
art infrastructure. (Head monitoring and supervisory Team, Case B) 
The government is serious and desirous of advancing the growth of its 
populace. They embrace information technology, certainly technology 
has done a lot to advance growth and development as well. (Head 
Government Relations, Case C)
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The comments above illustrated the actions of government to actu-
alise the telecom infrastructure expansion across Nigeria. In addition, 
interviewees suggested that the condition of their licence is that they 
are responsible for the provision of certain network coverage across the 
country. Overall, the findings demonstrate that government action facili-
tates telecom infrastructure availability in the country. This is in line with 
goal nine of the UN sustainable development goals (United Nations, 
2015). 

7.5 Discussion 

This chapter set out to understand the link between MNEs, the 
support they provide entrepreneurial ecosystems and how it translates 
to achieving SDGs. In line with stakeholder theory, existing literature 
postulates that MNEs are important stakeholders that play an important 
role in the development of entrepreneurial ecosystem (Isenberg, 2014; 
Ryan et al., 2021; Spigel & Harrison, 2018; Voss  et  al.,  2005). Equally, 
current literature on entrepreneurship suggests that entrepreneurship 
fosters sustainability (Audretsch & Belitski, 2017; Bischoff, 2021; 
Sussan & Acs, 2017). Therefore, we argue that a more targeted involve-
ment of MNEs in entrepreneurial ecosystem can engender sustainable 
entrepreneurship and thus achieve SDGs. 
We use the context of the Nigerian telecom sector to show how 

telecom MNEs support the entrepreneurial ecosystem and thus achieve 
SDG 9 in two fundamental ways. First, MNEs provided telecom infras-
tructure that supports communication networks in both rural and 
urban areas. This has led to infrastructure development in rural areas 
because of the technology diffusion and therefore enhanced technology 
inclusiveness (Hübler, 2016; Umoru,  2019; United Nations, 2015). 

Additionally, telecom MNEs contributed to building ICT centres to 
educate members of rural communities. This is an important contri-
bution to achieving SDG 9.c, which calls for urgent rural literacy 
investment in developing countries. In particular, the goal identified that 
more effort was required to increase access to ICT and affordable access 
to the internet. The evidence we found speaks to how telecom MNEs
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are increasingly contributing to the digitalisation of rural communities 
through providing resources that enable their learning (Awoyemi et al., 
2021; Montiel et al., 2021). The economic implication for the company 
is that they can benefit from a pool of educated workforce that can be 
recruited in the future into the company (Kano, 2018; Wei & Liu, 2006; 
Winthrop et al., 2013). As such, ICT training made available for the 
people could benefit the MNEs in the future. 
Secondly, in the process of performing this core mandate of 

providing telecom infrastructure, they contributed to positive external-
ities (Hong & Snell, 2013; Nylund et al.,  2021), including new business 
ventures and start-ups, thus contributing to existing literature that has 
called for more empirical studies regarding the relevance of MNEs to 
entrepreneurial ecosystem (Ryan et al., 2021) from a developing country 
perspective (Cao & Shi, 2021). The new business ventures and start-up 
SMEs leverage the support of the telecom MNEs to provide innovative 
services, including online payment systems and the provision of point-of-
sale machines. Current literature found evidence to suggest that MNEs 
engage more with SDGs targets that are actionable within their opera-
tions than those outside of it (van Zanten & Tulder, 2018; Voegtlin & 
Scherer, 2017). Our findings suggest contrary evidence as the telecom 
MNEs supported the growth of start-ups and other small businesses 
outside of their core operations (Bhawe & Zahra, 2019; Nylund et al.,  
2021). 
We also found evidence to suggest that entrepreneurs within the 

ecosystem also benefited from overseas experience and knowledge 
of the telecom MNEs (Hong & Snell, 2013). This is because the 
telecom MNEs leverage the experience of using technology in over-
seas subsidiaries in their operations in Nigeria. In particular, findings on 
Case D support extant studies as the company draws from the inno-
vations in other 22 countries across Africa and in the Middle East 
to provide services to their Nigerian customers. In addition, literature 
on entrepreneurship suggest that entrepreneurs can benefit from the 
knowledge transfer of MNEs in support of entrepreneurial growth and 
development (Audretsch & Belitski, 2017; Hong & Snell, 2013). 

Figure 7.3 shows the contributions of MNEs to the entrepreneurial 
ecosystem in Nigeria and how SDG 9 is beginning to be achieved. The
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MNEs and the government are seen as significant elements that provide 
the necessary support that enables technology infrastructure to support 
the entrepreneurial ecosystem. These findings contribute to enriching 
extant studies on the role of MNEs in entrepreneurial ecosystem. Litera-
ture on entrepreneurship-stakeholders relations suggests that government 
and MNEs are key stakeholders and their involvement can increase 
economic growth and development (Atiase et al., 2018; Armanios et al.,  
2017; Bhawe & Zahra, 2019). Therefore, entrepreneurs that are stake-
holders oriented found it easier to execute operations in a conducive 
environment than those that do not (Smulowitz et al., 2020). 

7.6 Conclusion 

This chapter aimed to contribute to the ongoing discussion on 
entrepreneurial ecosystems from a developing country perspective, 
particularly Nigeria. Extant literature suggests that MNEs as a stake-
holder within the entrepreneurial ecosystems are well placed to support 
entrepreneurs due to access to knowledge and resources. However, 
we argued that a more targeted approach of MNEs’ support in 
entrepreneurial ecosystems can foster entrepreneurship growth and devel-
opment, leading to sustainable development. We provided evidence from 
our investigation of four telecom MNEs operations in Nigeria. 
We make three important contributions to extant literature. First, 

our findings introduce empirical nuances by developing a model that 
demonstrates that telecom MNEs support the entrepreneurial ecosystem 
by providing telecom infrastructure technology to rural areas. The 
increasing support for start-ups and SMEs in the entrepreneurial 
ecosystem help to achieve SDG 9. However, these contributions are 
underscored by an exogenous factor—the government. Second, main-
streaming the model, a guiding framework for policy makers and prac-
titioners on the needed assessment and achievement of SDGs within 
the host country as it suggests a positive sum-game for all stakeholders. 
Further, we make a methodological contribution as we adopted a qual-
itative case study to understand the perspective of senior executives 
of telecom MNEs and the role of business and host communities in



7 Entrepreneurial Ecosystem and the Role of Telecom … 191

the context of Nigeria. Finally, the evidence produced and the model 
developed have important policy implications and practitioners in the 
industry. The government should understand their role as enablers in 
creating a favourable environment to enable MNEs to enhance the 
entrepreneurial ecosystem that can foster economic growth and develop-
ment and help achieve SDGs. While we have made an effort to show an 
exogenous factor that explains the contributions of MNEs, we encourage 
future research to consider possible endogenous factors that may hinder 
or enable MNEs’ role in the entrepreneurial ecosystem in achieving 
SDGs. 
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8.1 Introduction 

Worldwide, as the population is increasing, so is urbanization. In devel-
oping nations, emerging challenges attributed to urbanization include 
inefficient transportation systems. An efficient transportation system is 
focal to achieving economic development as it is directly responsible for 
the movement of humans, goods, and services. In recent times, emerging 
technologies are transforming how transportation systems operate. The 
engagement of information communication technology (ICT) has been 
identified as a significant driver of economic development and job
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creation in all areas (World Bank, 2021). It has also been determined that 
digital solutions are the critical path to achieving sustainable mobility for 
all (World Bank, 2020a). 

In the case of Nigeria, with an estimated population of over 195 
million (World Bank, 2020b Poverty is a major issue in Nigeria, with 
over 86.9 million (50%) of her population living in extreme poverty 
(World Poverty Clock, 2018). Further evidence revealed that over 50% 
of the Nigerian population are youths aged 15–35. 55.4% of these youth 
were unemployed or under-employed (National Bureau Statistics, 2018). 
It is possible to harness the vast potential of these youths by engaging 
in technological innovations. As the Nigerian population is rapidly 
growing, efficient transportation is needed to enhance the nation’s devel-
opment. However, rapid urbanization has exposed the weakness of the 
transportation systems in the country. Various digital technologies are 
being integrated into the nation’s transportation systems to facilitate effi-
cient services and management. Like other countries, digital innovations 
are expected to make transportation services easier and provide more 
access to secured services, reduce fuel costs, provide a better customer 
experience, and reduce waiting and processing time, among others. 
Other likely advantages included transportation-aided financial inclu-
sion, job creation, and enhanced well-being among citizens. Evidence of 
the impact of technology integration on development outcomes in devel-
oping nations is rare. This has provided no policy impetus in this regard. 
This study addressed this evidence gap and advanced issues relating to 
technological sustainability rather than solely innovation. 

8.2 Literature Review 

Transport infrastructure plays a crucial role in economic growth and 
development. Many theoretical and empirical studies have recognized it 
necessary to maintain and promote economic growth, especially when 
incorporating information and communication technology (ICT). It 
has been recognized that information and communication technology 
(ICT) functions as the nerve system of a multimodal transport chain 
and leads to multiple benefits to organizations. For example, ICT helps
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to provide real-time visibility, efficient data exchange, and better flexi-
bility to react to unexpected changes during delivery (Moldabekova et al., 
2020; Som  & Anyigba,  2022). Though the use of ICT in transport and 
logistics started long ago, in the 1960s, the primary functions were inven-
tory management systems, transport routing, scheduling, distribution 
Requirement Planning, and billing systems. 
Transport infrastructure is a significant asset in advancing the 

world’s economies; it is considered the pivot of any economic activity 
(Okechukwu et al., 2021). Also, transport infrastructure is categorized 
as a productive public expenditure (Clarke & Batina, 2019) because 
the economy can benefit from transport facilities by speeding up access 
to the services and encouraging international investors, and broad-
ening the trade between common resources by increasing the market 
and labors mobility, reducing the wealth gaps, improving social welfare 
such as saving time and reducing business costs (Valila, 2020). In 
addition, transport infrastructure plays an essential role in industrial 
development. It has apparent spillover effects on regional advancement, 
factor re-assignment, and manufacturing efficiency, which fosters the 
accumulation of industry, population, and the economy (Yin & Yu, 
2019). Furthermore, the integration of ICT into transportation and 
logistics systems has advanced supply chain and logistics operations by 
increasing competitiveness (Mubarik et al., 2019), supply chain integra-
tion and performance (Xu et al., 2022), cost reduction, visibility and 
tracking, exchange, and real-time information (Sorker, 2019), efficiency 
and responsiveness (Karl et al., 2018), and effective collaboration among 
the relevant stakeholders and actors (Abboubi, 2022). 
Despite the benefits accrued to the incorporation of ICT into the 

transportation system, the uptake of ICT advancements has been low in 
developing countries which was discovered in the study by Molero et al. 
(2019) to be due to the following (a) user-related barriers, (b) economic 
and financial factors, (c) operation related barriers, (d) management 
capability, (e) technology-related barriers, (f ) collaborators influence, and 
(g) policy-related barriers. Some of these issues are common in the 
Nigerian transport and logistics industry due to the persistent infras-
tructural deficits, lack of innovation skills, digitally divided regions, and 
lack of government support for innovation (Tob-Ogu et al., 2018).
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The extent of the effect of transport systems incorporated with ICT on 
domestic and regional economics differs in rural and urban areas; and 
is subject to economic growth. However, transportation infrastructure 
adds primarily to the development of the economy and productivity, but 
not consistently over time. Transport infrastructure encourages economic 
growth, cuts commodity prices, offers access to global producers and 
customer markets, and makes global manufacturing more cost-effective 
by decreasing transport costs and increasing accessibility (Meersman & 
Nazemzadeh, 2019) (Fig.  8.1). 
In all sectors of the economy, especially in developed countries, the 

growth of transport infrastructure has been established and its relation-
ship with economic development. Smith’s economic vision centered on 
the evolution of transport infrastructure: “No roads meant no transport, 
no trade, no skills, no economies of scale, no growth in productivity 
and no development” (Okechukwu et al., 2021). A study by Cigu et al. 
(2018) has revealed that investment in transport infrastructures permits 
businesses to extend their presence and transport facility to enjoy access

Fig. 8.1 Effect of transport invention and innovation on the economy (Source 
Adapted from Meersman and Nazemzadeh [2019]) 
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to goods, distribution channels, and customer base. All of these relate to 
economic clusters and promote economic growth. But in many devel-
oping countries, like Nigeria, economic development policies indicate 
weaknesses in depicting the connection between transport infrastructure 
investments and economic growth; and how the change can occur at 
different stages of development (Lemes et al., 2020; Lindsey & Santos, 
2020). 

8.3 Analytical Framework 

Several studies have examined the effect of transport on economic 
growth. However, most of them are limited to one-way analysis, while 
several scholars noted that an interaction exists between transportation 
and economic improvement. Studies have also accessed the effect of ICT 
on transportation systems and the factors influencing its adoption. 

Lenz et al. (2018) estimated the effects of transport infrastructure 
(road and rail) on economic growth in Central and Eastern EU member 
states using data for the 1995–2016 periods. The study utilized panel 
data with three standard estimators: pooled ordinary least squares, fixed 
effects, and random effects and found positive results in the case of 
all estimated variables such as road infrastructure, gross fixed capital 
formation, population growth, and trade openness, except the railway 
infrastructure where the effects seem to be negative. Their results also 
illustrated the long-standing problem of inefficient and outdated railway 
infrastructure. 
Walid (2020) investigated how ICTs interact with road freight trans-

port to affect environmental quality by reducing CO2 emissions. The 
author employed a two-step GMM technique on a dataset from 2002 
to 2014 in 43 countries. First, he found that ICTs decrease road freight 
transport and negatively impact environmental sustainability. Also, he 
discovered the interactions of mobile phones and fixed telephone tech-
nologies with road freight transport are more efficient in reducing 
pollution than using internet networks. 

Adeyi (2018) examined the linkage between transportation and 
economic development using both theoretical models as econometrics
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models (ordinary and least square [OLS] of multiple regression) as 
the data were sourced from secondary sources and found a positive 
relationship between transportation and economic development. 

Park et al. (2019) examined the role of various types of transport 
infrastructure in OECD and non-OECD countries by employing the 
hybrid production approach that combines macroeconomic growth with 
the supply of and demand for transportation. They used the panel 
two-stage least squares method to estimate the parameters of economic 
growth and supply and demand functions, where a principal component 
represents transportation demand. Their finding shows a more substan-
tial significance of maritime transportation in economic growth than air 
and land transport. Also, the need for transportation is driven by other 
social and economic factors apart from prices. 

Cigu et al. (2019) examined the link between the transport infras-
tructure and the economic performance in the EU-28 countries over the 
period 2000–2014, using panel data methods (production function and 
factor analysis). Their results showed significant effects from transport 
infrastructure components even after institutional and other factors are 
controlled for. They also discovered the unidirectional long-run causality 
relationship between growth, transport infrastructure, and Public Sector 
Performance. Transport infrastructure status (measured through index of 
transport) significantly impacts economic development with a coefficient 
estimate. 

Ma et al. (2020) investigated the relationship between GDP and 
freight turnover for economic zones of stationary series and non-
stationary sequences using the vector autoregressive (VAR) and the vector 
error correction models (VECM). They used the data on freight trans-
portation and GDP in China from 2003 to 2018 and conducted an 
impulse response analysis and variance decomposition to verify the effec-
tiveness of the models. They also carried out a Granger causality test to 
find the relationship between transportation and economic development 
in each economic zone. Their results showed that freight turnover and 
GDP in the Northeast economic zone are bidirectional. At the same 
time, a unidirectional relationship exists between freight turnover and 
GDP in the Circum Bohai-Sea, the Pearl River, Middle Part, Southwest, 
and Northwest zones.
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Listiono (2018) examined the correlation between freight and 
economic growth experienced by 1990 countries between 1980 and 
2014 using the simultaneous equation model for estimation. Results 
revealed a two-way causal relationship between economic growth and 
the transport of goods in high-income and low-income countries. Unfor-
tunately, the concurrent equation model did not integrate the lagged 
effect into the model. Therefore, the models did not capture the dynamic 
relationship between transportation and economic improvement. Tong 
and Yu (2018) examined the interaction between economic growth 
and freight transport. The results showed a two-way Granger causality 
between them in the underdeveloped central and western zones. 
Pradhan (2019) used the vector error correction model (VECM) to 

study the interaction between transport infrastructure and economic 
growth in G-20 countries from 1961 to 2016. The results showed that 
transportation infrastructure promotes economic growth and vice-versa. 
These studies focus on the relationship between economy and trans-
portation improvement. Nevertheless, there is a lack of application in 
the economic zone of developing nations. 

Similarly, Tob-Ogu et al. (2018) utilized multiple case studies and 
in-depth interviews to map ICT adoption in road freight transport in 
Nigeria. Their findings show that levels of ICT adoption are mainly 
determined by local contextual factors (competitiveness, safety, and 
regulation) and firm size. 

Concisely, our study engages microdata to advance insight into the 
dynamic and relationship between transportation and economic devel-
opment through promoting technological innovation in a developing 
nation scenario focusing on Nigeria. 

8.4 Methodology and Program Background 

We engaged a quasi-experimental approach to estimate the impact of the 
O-pay technological innovation in transportation services on develop-
ment outcomes using Kwara State, Nigeria, as a case study. The project 
covered transportation engagement with Cabs, tricycles, and motorcy-
cles. However, the most prominent in the metropolis is that of the
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O-rider (Motorcyclist). Therefore, we focused on using technology to 
connect O-riders (motorcyclists) to their respective customers in the 
study area, leveraging Google Maps. At inception, the O-pay company 
signed interested commercial motorcyclists in the Ilorin metropolis into 
the project. They were duly registered with home address verification 
and guarantor. With this registration, they were automatically enrolled 
on the e-wallets account platform with facilities such as savings/deposits, 
e-payments for utility bills-electricity/TV, airtime, loans, data purchase, 
QR merchant, etc. 
The entry criteria included being an experienced motorcyclist, having 

a functional motorcycle, the ability to use an Android phone with the 
O-pay mobile app, and having a basic literacy level. They were given 
an Android phone with the O-pay app installed. They were provided 
with lemon-colored helmets and jackets. They were invited for about 
2 hour of training on the use of the O-pay mobile application. The 
cost of the package at inception was N27,000 naira (USD 75). This 
fee covers the phone, helmet, jacket, and other administrative fees. O-
riders were expected to pay back the installment of 300 naira daily (0.833 
USD). With the help of a Google Map, the O-Pay mobile app connects 
a potential customer to the motorcyclist through the order platform. 
The customer also needs to have a registered O-pay account with the 
company, which allows them to be financially included with services such 
as e-wallets, e-payments, e-investments, e-wealth, etc. As soon as the O-
rider takes the customer to their booked destination, the customer pays 
using the O-pay electronic payment platform to the O-riders’ account. 
The O-pay company will then add bonuses to the account of the O-
rider. For this study, we randomly sampled 100 O-riders (motorcyclists 
under the O-pay project) and 60 motorcyclists who were not under the 
O-Pay project. The intervention effects were evaluated in the short term 
(3 months post-intervention). The project was initiated in July 2019. We 
collected our data in October/November 2019. Data engaged in the first 
data collection covered activities from August to October 2019. Base-
line data were collected retrospectively since the project initiation was 
short at the time of data collection. The problem of memory loss was 
not an issue. Structured questionnaires and interviews were used for data
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collection. In October 2020, the long-term intervention interview was 
conducted. 

8.5 Statistical Methods 

Descriptive statistics and a difference in difference estimator were used 
for analysis. The difference in difference estimator was used in estimating 
the effects of the project on the O-riders’ welfare: 

Yit  = α + β1Treati + β2Postt + β3(Treat · Post)i t+i t (8.1) 

Yeit is the outcome variable for an individual i at time t , is the constant, 
Treati is the dummy equals 1 if treated and 0 if not treated, and Postt is 
the dummy equals 1 if data collected at post-intervention, 0 if at base-
line, the Treat · Post is the interactive effect, β1, β2, and β3 are the 
coefficients. However, α measures the average treatment outcome before 
the program. 

β1 measures the difference between treatment and control before the 
program (selection effect) 
β2 measures changes across time in the outcome variable common to 
both groups 
β3 measures the average treatment effect of the program on the 
outcome variable. 

Variable measurements: Outcome variables were collected daily and 
multiplied by the number of workdays per week to arrive at weekly 
estimates. Variables were collected engaging this method to overcome 
memory recall issues among respondents. 

Average weekly savings: Average amount saved per week 
Average weekly income: Average income from bike riding saved per 
week 
Average weekly health expenditure: Average out-of-pocket expenses on 
health issues
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Average weekly fuel cost/ expenditure: Average expenses on bike 
fueling per week 
Average weekly labor productivity was calculated by weekly income/ 
weekly work hours 

8.6 Results and Discussion 

As shown in Table 8.1, we found that the average age of motorcyclists 
in both groups was 35 years. This implied these motorcyclists were 
mainly youths, and both groups had comparatively of the same age 
group. This result agrees with the findings of Jibrilla and Fashola (2018), 
which indicated that the youth majorly occupied the motorcycle busi-
ness. Furthermore, we found that the average number of schooling years 
for O-riders was 13 years, while motorcyclists who were not under the 
O-pay project had 8 years of schooling on average. This showed that the 
majority of the riders had at least primary education as there was a statis-
tical difference in the mean of the two groups, attributed to the fact that 
basic education is required for participation in O-ride projects. The low 
level of motorcycle operator’s education might be responsible for some 
operators’ inability to participate in O-ride projects, as literacy will aid 
the use of the mobile application among users. 

Table 8.1 Socio-economics of respondents 

Socio-economics 

Treated (N = 
100) 
Mean 

Control (N = 60) 
Mean 

t-test for 
difference in 
mean (p-value) 

Age 35 years 35 years 0.3 (0.7) 
Household size 5.0 persons 5.3 persons 0.5 (0.7) 
Schooling years 13 years 8 years 4.5 (0.0)* 

*A statistical difference of 1% was recorded for schooling years among the 
group. This is attributed to the fact that basic literacy was an entry criterion for 
the O-pay participants 
Source Survey 2019
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Fig. 8.2 Marital status of respondents 

As shown in Fig. 8.2, findings revealed that there was no signifi-
cant difference in the marital statuses of respondents, as the respondents 
under the O-pay project had 80% of them married. In comparison, those 
that were not under the project had 79% of them as married. 
Table 8.2 shows the outcome variables for both groups at baseline. 

We found that weekly work hours, weekly fuel cost, labor productivity, 
and income were not statistically significant at baseline. However, weekly 
savings and health expenditures were found to be statistically significant. 
Since bike income was generated, productivity and fuel costs for both 
groups at baseline were not statistically different. These statistical differ-
ences observed in the savings and health expenditure may be attributed 
to literacy differentials between the groups, which may have influenced 
saving culture and the amount spent on health. Literacy level or level of 
education is expected to impact savings and health expenditure. This is 
corroborated with the findings (Mohammed, 2020) that education posi-
tively affects savings, as respondents having education were 3 times more 
likely to save than their uneducated counterparts. This could also be 
linked to the awareness level of health care for educated folks is expected 
to be high accordingly.
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Table 8.2 Outcome variables for both groups at baseline 

Outcome 
variables 

Treated (N = 100) 
Mean 

Control (N = 60) 
Mean 

t-test for 
difference in 
mean (p-value) 

Weekly bike 
income 

24,200 Naira ($67) 22,050 Naira ($61) 1.25 (0.009) 

Weekly savings 10,720 Naira ($30) 4875 Naira ($14) 2.94 (0.000)* 
Weekly health 
expenditure 

1415 Naira ($3.9) 670 Naira ($1.9) 2.69 (0.000)* 

Labor 
productivity 

323 Naira/hour 
($0.9/h) 

389 Naira/hour 
($1.08) 

1.61 (0.920) 

Weekly fuel cost 5360 Naira ($14.9) 6020 Naira ($16.7) 1.44 (0.130) 
Weekly work 
hours 

79 hours 67 hours 1.86 (0.285) 

*Statistical difference at 1% 
Source Survey 2019 

8.7 Impact of the Project on Selected 
Development Outcome Variables 

Our findings showed that at (p < 0.01); the generated average weekly 
income increased by 137% for O-riders compared to the motorcy-
clists who were not under the O-pay project (N30,220 [US$841 ] from  
N22,050 [the US$61] at baseline). This showed that in the short term, 
technology engagement in transportation management significantly 
impacted the O-riders’ income compared to the non-O-pay participants. 
Which will consequently improve their livelihood (Table 8.3).
The average weekly savings of O-riders increased by 355% (N4875 

[$14] to N17,309 [$48] at baseline) at (p < 0.01). This also indicates an 
enhanced saving culture, which enhanced financial well-being attributed 
to technological integration in the process. This also has a strong rela-
tionship with the welfare of the respondents. Therefore, an increase in 
savings indicates improved welfare gains in the short term attributed to 
technological innovation (Table 8.4).

Job quality; is measured by assessing the productivity level of a 
worker by engaging the ratio of the input per hour to the output

1 At the time of research, a US dollar was 360 naira. This was used for the conversion. 
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Table 8.3 Average program effect on average weekly income (Naira) 

The difference in difference estimates 

Y average weekly income Co-efficient t-value 

Treatment 2150 1.60 
Time trend −4550 −4.21 
DID (Interaction) 30,220* 11.57 
Constant 22,050 25.84 

*Represent significance at 1% level 
Source Survey 2019

Table 8.4 Average program effect on average weekly savings (Naira) 

The difference in difference estimates 

Y average weekly savings Co-efficient t-value 

Treatment 5845 4.62 
Time trend −2225 −9.69 
DID (Interaction) 17,309* 6.41 
Constant 4875 36.48 

*Represent significance at 1% level 
Source Survey 2019

(wages). We found an increase in average weekly labor productivity at 
160% (625.06 Naira/hour [$1.7] from N389.6/hour [$1.1] at baseline). 
This implied an enhanced job quality attributed to digital integration 
in the transportation system. This finding agrees with the report of 
Jedwab and Moradi (2014), which reported that transportation tech-
nology could produce economic change by reducing trade costs and 
integrating markets, thereby increasing long-term productivity. Addi-
tionally, Meng et al. (2015), Rodrigue et al. (2016) reported that an  
efficient transportation network contributes to socio-economic develop-
ment and the increased quality of life by generating inter- or intra-city 
connections during urbanization (Meng et al., 2015; Rodrigue et al., 
2016) (Table  8.5).

As shown in Table 8.6, we also found that the weekly health expendi-
ture was reduced by 145% (N974 [$2.7] out of N670 [$1.86]) compared 
with those that were not under the project. Of course, motorcyclists 
who are not under the project will have to roam around till passengers
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Table 8.5 Average program effect on average weekly labor productivity (Naira/ 
hours) 

The difference in difference estimates 

Y average weekly labor productivity Co-efficient t-value 

Treatment −66.32 −1.80 
Time trend −117.2 −3.64 
DID (Interaction) 625.06* 11.29 
Constant 389.6 13.78 

*Represent significance at 1% level 
Source Survey 2019

Table 8.6 Average program effect on average weekly health expenditure 
(Naira) 

The difference in difference estimates 

Y average weekly health expenditure Co-efficient t-value 

Treatment 745 4.13 
Time trend 130 1.66 
DID (Interaction) −974* −4.29 
Constant 670 13.83 

*Represent significance at 1% level 
Source Survey 2019 

are picked up. Still, for the O-riders, digital technology engagement has 
helped reduce workplace stress and fatigue as motorcyclists do not need 
to roam around but move when an order notification is received. 

Further evidence in Table 8.7 showed that at p < 0.05, the weekly fuel 
cost was reduced by 21% (N1254 [$3.48] out of N6020 [$16.7]) when 
compared with the non-O-pay participants. This result is so because the 
O-riders only move from their location when an order is received, which 
helps fuel management. Technological innovation has contributed to fuel 
consumption among the O-riders. This may also have contributed to the 
reduction in greenhouse gases from fossil fuels attributed to the inven-
tion. This was responsible for the reduced fuel expenditure attributed 
to technological innovation. This agrees with the findings of Jedwab and 
Moradi (2014), which reported that technology engagement contributed 
to reduced trade costs.
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Table 8.7 Average program effect on average weekly fuel cost 

The difference in difference estimates 

Y average weekly fuel cost Co-efficient t-value 

Treatment −660 −1.67 
Time trend −650 −1.22 
DID (Interaction) −1254** −2.08 
Constant 6020 20.46 

**Represent significance at 5% level 
Source Survey 2019 

Ninety percent of the O-rider respondents reported poor internet 
services affecting their operations. This result may be linked to defi-
cient digital infrastructure, which leads to business disruptions. About 
85% of the O-riders also noted inconsistencies in the host company 
policies as the organization kept modifying some of its terms and condi-
tions of engagement to the detriment of the O-riders. Eighty percent 
of the respondents also noted that the company failed to secure the 
motor bicycle unions to support the project. This leads to rivalry among 
the participating riders and non-participating riders. Most participating 
riders stopped paying the daily dues to the association with the claims 
that they were no longer union members but O-pay riders. This indi-
cates a need to develop contextualized strategies for advancing relevant 
innovation to enhance inclusivity (Table 8.8). 

Table 8.8 Constraints to efficient utilization of smart transportation (N = 100-
O-riders only) 

S/N Constraints % 

1. Poor internet services 90 
2. Inconsistency in policies of the host company 85 
3. Poor support from the bike unions 80 

Source Survey 2019
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8.8 Conclusion and Recommendations 

From the evidence, in the short term, we concluded that digital inte-
gration in the transportation sector has significantly contributed to 
enhancing the welfare of the O-pay participants. The study also showed 
that the O-pay digital project enhanced job efficiency and quality vis-a-
vis productivity while reducing resource wastage, fuel, and health expen-
diture. However, the long-term intervention data collection showed the 
project was not sustained as the service no longer exists in less than a 
year of start-up. Reasons range from poor managerial sustainability of 
innovation to poor user integration at the project design stage. However, 
evidence in the short term revealed that technological integration in 
the transportation system has the potential to address significant devel-
opment issues, including poverty, unemployment, financial exclusion, 
and poor health and well-being. Furthermore, our findings showed that 
technological innovations are enablers for sustainable development goals 
(SGDs). Therefore, to sustain the technological intervention impact, 
development efforts should focus on innovating digital solutions and 
sustaining digital innovations in developing nations to harness its full 
benefits. 

Practical implications: There is a need to integrate project managerial 
sustainability skills focus right from the project design stage. Future inno-
vation designs should engage participatory and user-centered approaches 
and stakeholders’ engagement to aid the sustainability of digital inno-
vations in developing economies for inclusive prosperity. Investing in 
digital infrastructure is also necessary to engage innovative transportation 
solutions efficiently. 

Theoretical implications: Most innovations are usually designed on 
case-dependent basis to address particular social problems with the busi-
ness goal of making profits while solving such problems. Future efforts 
should also include a development focus to aid uptake and sustain-
ability. This has implications for principles and theory in the design and 
sustainability models in technological innovations in the transport sector, 
especially in the emerging economy context.
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8.9 Limitations of the Study and Future 
Research Opportunities 

The study was a modest effort to evaluate the impact of digital inno-
vation in the transportation sector on development outcomes engaging 
micro-level data. A limitation of this study is that technology’s impact on 
welfare was examined in the short term as comprehensive data were not 
available to estimate the long-term effect, making it difficult to investi-
gate the trend. We suggest a similar study be carried out to examine the 
impact of digital innovations in the transportation sector with a broad 
range of development variable outcomes in a developing nation using an 
experimental model such as randomized control. The study should also 
study the development variables’ outcomes in the short and long run to 
advance relevant recommendations. 
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9.1 Introduction 

Innovative economic growth routes and a thorough grasp of nation-
specific technical problems are essential for economically sustainable 
development (Sanni, 2017). There have been increasing concerns from 
stakeholders and the international community on the commitment of 
firms to the adverse impact of industrial activities on the environs (Choi 
et al., 2018). As a consequence of rising environmental expectations from 
society, stakeholder groups, and regulatory authorities, companies have
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continuously adopted innovations to decrease the impact of their oper-
ations on the environment (Rothenberg & Zyglidopoulos, 2003). The 
level and rate of adoption, however, differ across firms. 

Kemp and Pearson described eco-innovation as the development, 
assimilation, or exploitation of a product, process, service, management, 
or business techniques novel to the firm that results in a decrease in 
environmental risk, pollution, or other negative consequences (Kemp & 
Pearson, 2008). Eco-innovation has gained traction in the literature 
(Runnings, 2000) as a means of enhancing corporate competitiveness 
and facilitating the transition to a more sustainable society (Carrillo-
Hermosilla et al., 2010; Machiba, 2010). This sort of innovation does 
not have to be new to the world; nevertheless, it should be original to the 
firm or organization that implements or accepts it (OECD-EUROSTAT, 
2005). 

Africa’s rapid industrial growth requires that there be sustained poli-
cies toward environmental protection. As a result of industrial and 
domestic activities, the country’s emission rate is increasing. The carbon 
output rate exceeds 10 metric tons of carbon per year (WDI, 2018), 
making the country one of Africa’s top CO2 emitters. The poor busi-
ness environment in the country encourages such pollution by firms. 
Non-enforcement of environmental regulations by authorities has also 
led to inappropriate means of disposing of industrial waste. The manu-
facturing sector is dominated by small-sized firms (Efobi et al., 2018) 
and the attendant effects of these firms on pollution cannot be under-
mined. For instance, the country’s regulatory system for environmental 
protection is inadequate. Nigeria’s 2015 National Renewable Energy 
Efficiency (NREE) policy of increasing the usage of green energy has 
not yielded its intended objectives. Furthermore, the country’s efforts 
toward the management of industrial waste and other types of pollu-
tion have been ineffective. Despite these attempts, research suggests 
that policy enforcement is lacking (World Bank, 2016). This indicates 
that legislation enacted by government agencies alone may not be suffi-
cient to minimize industrial pollution. Innovative solutions and more 
environmentally friendly technologies should be developed to minimize 
or mitigate the effects of such challenges. Eco-innovation is a novel 
approach of dealing with such environmental problems. According to
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the literature, it is believed that the adoption of eco-innovation presents 
positive gains for both the economy and the environment (Belin et al., 
2011). This is in terms of making the country competitive and sustaining 
the environment. It will also help businesses in improving performance 
while protecting the environment. 
This study further examines the innovation activities in the manufac-

turing sector in order to better understand the nature of eco-innovation 
and drivers of eco-innovation. This will aid in the development of 
self-regulatory regulations that will benefit these firms and ensure envi-
ronmental sustainability. 
Moreover, research has established that African nations would be the 

most affected by human-caused climatic and environmental changes 
(Asongu, 2018). According to Environmental Protection Agency of the 
United States, the principal contributor in 2018 was the combustion 
of fossil fuels for generating energy for use domestically and industrial 
sector. In Nigeria, the majority of industrial operations rely on a strong 
demand for government-subsidized replacement fossil fuels for power 
(Asongu et al., 2016). 
Nigeria must adopt eco-innovation policies if it is to achieve sustain-

able industrial growth (UNIDO, 2011). Understanding how companies 
embrace eco-innovation might help policymakers design green indus-
trialization strategies for the industrial sector. This will aid in the 
development of self-regulatory rules that encourage businesses to adhere 
to better environmental standards. Additionally, the Agenda 2063 of the 
African Development Bank (AfDB) and the Sustainable Development 
Goals (SDGs) of the United Nations of achieving industrialization while 
ensuring that the environment and health of the people are improved. 

Several empirical evidences exist on eco-innovation from developed 
countries (Cainelli et al., 2012; del Río et al., 2016), but the evidence is 
limited for developing countries like Nigeria with the exception of Adel-
egan et al. (2010) and Sanni (2017). Adelegan et al. (2010) examined 
eco-innovation and corporate performance of firms in the pulp and paper 
industry in Nigeria. Sanni (2017) examined drivers of eco-innovation 
in Nigeria’s manufacturing sector using a 2005/2007 innovation data. 
This study builds on these studies by using the latest available nationally
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representative innovation data for Nigeria—the World Bank Innova-
tion Survey and further examines the drivers of product and process 
eco-innovations. Understanding how businesses in Nigeria’s manufac-
turing sector are adopting eco-innovation might help policymakers build 
economic tools to support its development and acceptance throughout 
the country’s industrial sector. The objective of this study is to examine 
the drivers of adoption of eco-innovation by firms in Nigeria’s manu-
facturing sector. Specifically, the study identified the factors influencing 
firm’s decision to adopt product and process eco-innovations. 

9.2 Literature Review 

Theoretical Framework: Dynamic Capabilities Theory 

This study is premised on the dynamic capabilities’ theory (Teece, 2007; 
Zahra et al., 2006). This idea is a development of the resource-based 
approach (Barney, 2001; Teece et al., 1997). They defined dynamic 
capabilities as “the firm’s ability to incorporate, create, and adapt to 
the changing environments.” Dynamic capabilities were defined by 
Eisenhardt and Martin (2000) as unique and recognizable processes, 
while Nelson and Winter (2002) defined them as predictable behavioral 
patterns through which an organization manages its resources with the 
goal of achieving corporate success. Teece (2007) also points out that 
those organizations’ skills allow them to produce innovation. As a result, 
dynamic capabilities involve the management of all areas of a company’s 
skills and resources with the goal of gaining a competitive edge. 

Conceptualizations of Eco-Innovation 

Different authors have defined the concept of eco-innovation. Carrillo-
Hermosilla et al. (2010) defined it as a form of innovation that ensures 
the production of products and services that are sustainable and envi-
ronmentally safe. Kemp (2010) and Rennings (2000) define the concept 
as products, processes, and services or organizational shifts that promote
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reduction in pollution and ensures economic sustainability. In addition, 
Doran and Ryan (2016) explains it as creating new business oppor-
tunities through product innovation or new practices that benefit the 
environment. 

Key Elements of Eco-Innovation 

According to Arranz et al. (2019), eco-innovation improves the environ-
ment, adds value, creates new business niches, or improves competitive 
behavior while also implying a benefit to the environment. Kemp and 
Foxon (2007) divided eco-innovation into four categories: green system 
innovations; environmental organizational innovation; environmental 
technologies; and environmental product and process innovations. 

All pollution control and cleaning technologies that address pollutants 
discharged in the natural environment are referred to as environmental 
technologies. This comprises waste management equipment and cleaner 
process technologies (i.e., new industrial methods that are less polluting 
and/or more resource efficient than related alternatives). Monitoring 
and instrumentation of the environment, green energy, and noise and 
vibration management are all included. Environmental organizational 
innovation is the development of organizational strategies and manage-
ment systems that solve environmental issues that occur throughout the 
manufacturing process. Organizational techniques comprise all pollu-
tion control measures aimed at preventing pollution through input 
substitution, more efficient process operation, and minor adjustments 
to industrial plants. Environmental management and auditing systems 
comprise all formal environmental management systems that involve 
measurement, reporting, and responsibility for material consumption, 
energy, water, and waste. Product and service innovation that improves 
the environment: All new or improved commodities, as well as envi-
ronmentally useful services, are instances of environmentally beneficial 
product and service innovation. 

Financial goods and services that are low-pollution and resource-
intensive (such as eco-lease or climate mortgages) are examples (car
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sharing, for example). Green system advancements: Green system inno-
vations are innovative production and consumption systems that are less 
harmful to the environment than existing ones. Biological agriculture 
and renewable energy systems are examples of green system innovation. 

Drivers of Eco-Innovation in the Manufacturing 
Sector 

Regulation, market conditions, technology, and company-specific 
processes are the four types of eco-innovation drivers identified by 
Horbach et al. (2012) and Kowalska (2014). Other writers argue that 
eco-innovation did not arise solely as a systematic reaction to law and 
that other variables (market circumstances, technology) had a significant 
role in its growth. Although the manufacturing process conforms with 
environmental regulations, the final product is significantly costlier (del 
Rio, 2013). 
Mazzanti and Zobloi (2008) found a number of factors that influence 

eco-innovation in Italy. These include the company’s structural factors, 
sustainability-focused research and development, adherence to environ-
mental regulatory requirements, and technology research. According 
to Maçaneiro et al. (2013), there are a few important factors that 
have a big impact on achieving good outcomes. These aspects include 
environmental legislation and incentives, leadership support and the 
company’s community reputation, technical research, and environmental 
formalization. 
Pacheco et al. (2017) provided a concise review factors identified by 

many writers in the literature as driving eco-innovation. The researcher 
identified 23 factors of eco-innovation in small- and medium-sized 
businesses from the literature on the subject. The variability of the 
research, on the other hand, cannot be used to draw conclusions about 
the predominance of specific elements in a certain field. Furthermore, 
virtually all of the studies are new and insufficient to draw a mean-
ingful judgment. Some literature has also identified supply, demand, 
and law and Policy as factors affecting eco-innovation (Belin et al.,
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2011; Horbach, 2014). Firstly, external factors include the organi-
zation’s knowledge, skills, experience, and technical capabilities. The 
second pertains to customers’ environmental awareness as well as the 
need and duty to evade pollution. The final strand focuses on environ-
mental regulatory instruments, institutions, and legislation engaged in 
environmental protection. 

Furthermore, Belin et al. (2011) and del Rio (2013) highlighted the 
importance of company scale and external information sources. Small 
businesses see innovation as a method to break into new markets, but 
giant corporations have a secure market position and do not prioritize 
exploring new prospects. As a result, while dealing with the size of firms, 
eco-innovation factors demand specific consideration, especially because 
small businesses account for a substantial portion of the economy in 
many nations. Furthermore, in order to enhance eco-innovation, estab-
lished firms pay close attention to information supplied by various 
institutions, while young companies are on the opposite end of the 
spectrum (Alvarez & Iske, 2015). There are no major variations in age 
between the firms since those who have recently entered the market are 
not more eco-innovative than those who have been there longer. 
Many businesses have participated in eco-innovation for a variety of 

reasons. An increase in company performance has been one of the impor-
tant variables (Adelegan et al., 2010; Bansal & Gao,  2006). According 
to one of the few articles on eco-innovation in Nigeria’s industrial sector, 
the pulp and paper industry indicated a strong correlation between green 
technology usage and financial performance (Adelegan et al., 2010). 
Environmental management strategies or eco-innovation activities were 
found to be positively related to financial outcomes and operational 
efficiency by Darnall et al. (2008) and Ahmad and Schroeder (2003). 
Businesses that adopt eco-innovative management practices, according to 
some writers, are more competitive because they decrease costs, improve 
quality, and offer new processes and products (Shrivastava, 2008; Yang  
et al., 2010). Apart from these factors, environmental management 
systems like as ISO 14001 are said to influence market share, brand 
image, risk portfolios, organizational efficiency, and growth in global 
sales (Jacobs et al., 2010; Zeng et al.,  2008).
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Review of Empirical Studies 

A number of elements have been identified as having an influence on 
the emergence of eco-innovations in the literature. Service capabili-
ties (Fernando et al., 2019), dynamic capabilities (Wu et al., 2016), 
human resource considerations (Jabbour et al., 2015), and training 
(Neto et al., 2014) are all aspects to consider, as well as absorptive 
capacity (Neto et al., 2014; Zhang et al., 2020). Technology push, 
market pull, regulatory push–pull, and firm-specific variables were high-
lighted by Zubeltzu-Jaka et al. (2018) as influencing eco-innovation. 
They discovered that teamwork and care for the environment among 
businesses improve the possibility of eco-innovation. They also stressed 
the importance of technology. 

Pacheco et al. (2017) carried out a comprehensive literature analysis to 
investigate eco-innovation drivers in manufacturing small- and medium-
sized businesses, a segment of businesses for which they feel there is 
a dearth of research. Among the critical determinants identified were 
policies and regulations that support the development and implemen-
tation of eco-innovations, resource availability (i.e., people, technology, 
and knowledge), perception of eco-innovations’ strategic relevance, 
technological advisory geared toward the environment, product, and 
process eco-innovation-oriented methods, and cooperation and partner-
ship within supply networks. The literature on the association between 
eco-innovation uptake and company performance is equivocal (Doran & 
Ryan, 2016;  Tang et al.,  2018). While some research has shown a 
negative link between eco-innovations and business performance (e.g., 
Driessen et al., 2013; Liu et al., 2011), others have found a positive link 
(Dangelico, 2016). 
Guoyou et al. (2013) looked at the impact of stakeholders on the 

adoption of eco-innovations by Chinese manufacturing firms. They 
discover that, whereas international customers have a significant impact 
on businesses’ eco-innovation efforts, community and regulatory stake-
holders have none. Cai and Zhou (2014) looked at the internal and 
external determinants of eco-innovations in China across numerous 
industries. Their findings highlight the importance of the demand side
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for environmental eco-innovations and legislation, as well as the signif-
icance of internal drives as a link between the two (Cai & Zhou, 
2014; Kesidou & Demirel, 2012). Peng and Liu (2016) examined 
how managerial attitudes (such as managerial environmental risk aware-
ness and managerial cost–benefit awareness) and resource acquisition 
(from corporate and political networks) influenced eco-management, 
eco-process, and eco-product innovation activities. Their main contri-
bution is the notion that eco-innovation is influenced by managers’ 
perceptions and interpretations of their surroundings, rather than the 
external environment. 

9.3 Methodology 

Data Sources and Description 

The World Bank Enterprise and Innovation Surveys for 2014/2015 was 
used in this study. The enterprise survey and the innovation survey were 
sampled for the same enterprises, as such the two datasets were combined 
using the unique firm identification to provide a rich dataset for the 
empirical analysis. The description of variables is presented in Table 9.1.

9.4 Analytical Techniques 

The factors influencing firm’s decision to adopt eco-innovation were 
determined using the logit regression model. It is applicable because the 
dependent variable is a binary variable that assumes the value of 1, if the 
firm has developed any environmental-compliant product or process in 
the last fiscal year, and 0 otherwise. 
The regression model is expressed as follows in Eq. (9.1): 

eco_invi = β0 + β1 X1 + β2 X2 + β3 X3 

+ β4 X4 +  · · ·  +  βn Xn + εi (9.1)
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Table 9.1 Description of variables 

Variable Description 

Eco-innovation Whether a firm developed any 
environmental-compliant product/ 
process in the last fiscal year = 1; 
and 0 otherwise 

Innovativeness 
Organizational innovation 1 = introduction of a new and 

significantly improved 
organizational structure in the 
last 3 years, 0 otherwise 

Marketing innovation 1 = introduction of new or 
significantly improved marketing 
method in the last three years, 0 
otherwise 

Demand-pull factors 
Satisfy customer demand 1 = Satisfy customer demand, 0 

otherwise 
Enter new market 1 = firm enters a new market or 

increases market share; and 0 
otherwise 

Increase the quality of products or 
services 

1 = increase quality of products/ 
services, 0 otherwise 

Increase the speed of production or 
offering service 

1 = increase speed of production, 
0 otherwise 

Extend product range 1 = Whether the firm extends 
product range; and 0 otherwise 

Domestic competition 1 = Whether completion is highly 
relevant and; 0 otherwise) 

Technology-push factors 
Sources of knowledge 
Domestic academic or research 
institutions; 

1 = Enterprise acquired 
information from domestic 
academic or research institution 
and 0 otherwise 

Foreign firms; 1 = Enterprise acquired 
information from foreign firms 
and 0 otherwise 

Private consulting company/individuals; 1 = Enterprise acquired 
information from private 
consulting companies/individuals 
and 0 otherwise 

Public research institutes as sources of 
knowledge 

1 = Enterprise acquired 
information for the public 
research institute, 0 otherwise

(continued)
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Table 9.1 (continued)

Variable Description

Training 1 = Enterprise engaged in training 
of personnel and 0 otherwise 

Control variables 
Age of firms (years) 
Firm size

where eco_ invi is defined as 

eco_ invi = 

⎧ 
⎨ 

⎩ 
1 
if firm i has developed any environmental 
compliant product or process 

0 Otherwise 
. 

The explanatory variables are presented in Table 9.1. 
However, Eq. (9.1) can be rewritten as: 

eco_invi = β0 + β1 Xi , (9.2) 

where X i represents all the independent (explanatory) variables. 
Following Maddala (1983), the structure of the logit regression model 

derives from the relations in Eqs. (9.1) and  (9.2) as shown in Eq. (9.3): 

Prob(y1 = 1) = Prob(εi > −β ′xi ) = 1 − F(−β ′xi ) (9.3) 

If the cumulative probability function of the error term εi is assumed to 
have a logistic distribution, we have the logit model: 

F(−β ′xi ) = exp(−β ′xi ) 
1 + exp(−β ′xi ) 

= 1 

1 + exp(−β ′xi ) 
(9.4) 

Hence, 

1 − F(−β ′xi ) = exp(−β ′xi ) 
1 + exp(−β ′xi ) 

(9.5) 

The above logit model was estimated using a non-linear maximum 
likelihood method.
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9.5 Results and Discussion 

Firm Characteristics 

This section presents the characteristics of firms in Nigeria’s manufac-
turing sector. Table 9.2 presents the region where the sampled firms were 
located. As expected, about 20.7% of the firms are located in Lagos. 
This is followed by firms located in Anambra (12.5%), Kano (10.8%), 
and Abuja (10.8%). About 46% of these firms are located in the main 
business city. These would have an effect on the likelihood of adopting 
eco-innovation. It is believed that belonging to a specific geographical 
area encourages the adoption and development of innovation (Cooke 
et al., 2005). 
Considering location of the firms in an export processing zone or 

industrial cluster, slightly above one-third of the firms are located either 
in an industrial park or an export processing zone. When firms are 
concentrated or clustered in a region (either in an industrial park 
or economic zone), learning, knowledge transfer, and collaboration 
promotes eco-innovation (De Marchi, 2012; Melander,  2018). The 
average age of firms was about 17.6 years with firms being as young 
as 2 years and the oldest being 102 years. With respect to innovation, 
previous studies have supported the inverse relationship between inno-
vation and the age of the firm (Ayyagari et al., 2012). Younger firms have 
a higher propensity to innovate (Barasa et al., 2016) on account of their 
greater flexibility (Yusof & Mohd, 2011). This is to say that age is not

Table 9.2 Region of establishment 

Region Frequency/percentage 

Abuja 45 (10.8) 
Abia 41 (9.9) 
Anambra 52 (12.5) 
Cross-river 35 (8.4) 
Enugu 43 (10.4) 
Kaduna 35 (8.4) 
Kano 45 (10.8) 
Lagos 86 (20.7) 
Oyo 33 (8.0) 
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a barrier for firms in the sector to adopt eco-innovation. Rehfeld et al. 
(2007) also supports that age is not an obstacle for firms to eco-innovate. 

Majority of firms are owned by private domestic individuals (83.1%), 
although there are still a number of firms owned by foreign individuals/ 
companies (see Table 9.3). This could also have implications whether 
a firm adopts eco-innovation or not. The manager has about 14 years 
of experience working in the sector. Moreover, about 46.2% of these 
managers have at least some University training, though a considerable 
proportion (35%) had only secondary education (see Table 9.4). This 
implies that the manager is most likely to be equipped with the requisite 
skills and knowledge that will facilitate the adoption of eco-innovation. 
Schilirò (2010) asserted that the experience of the manager is a key input 
for innovation.
The capacity utilization of firms is about 77.7% and works an average 

of 64 hours per week. The average firm size of about 55 full-time 
employees. The size of the firm is an indication that most of the firms in 
the sample are medium-sized firms based on SMEDAN and NBS (2013) 
firm size classification and therefore should be able to eco-innovate. 
Triguero et al. (2013) posit that firm size is a major influencing factor 
in the adoption of eco-innovation. Larger firms are more likely to adopt 
eco-innovation than smaller firms because of the investments needed and 
complexity of such innovation. Only 9% of sampled firms had inter-
national quality certification. IQC 9% and 14% used foreign-licensed 
technology. About 21.4% of sampled firms spend on R&D. The low 
proportion of firms that spend on R&D could significantly affect firm’s 
capacity to eco-innovate. 

Drivers of Eco-Innovation 

This section presents a descriptive analysis of the drivers of eco-
innovation in Nigeria’s manufacturing sector. Because enterprises in 
emerging nations, particularly Nigeria, have had to compete with 
imported goods from rich countries, this section is essential. It is there-
fore important to know these drivers so as to be able to compete 
favorably. Capability of firms to produce eco-innovative products is a
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Table 9.3 Firm characteristics 

Observations Mean 
Standard 
deviation Minimum Maximum 

Age 377 17.6 11.6 2 102 
Owned by 
private 
domestic 
individuals/ 
companies 

395 83.1 33.6 0 100 

Owned by 
private 
foreign 
individuals/ 
companies 

395 3.3 12.6 0 100 

Owned by 
government/ 
state 

395 1.7 7.4 0 100 

Manager’s 
years of 
experience 
working in 
the sector 

384 13.5 9.2 1 72 

Capacity 
utilization 

257 77.7 28.1 0 100 

Firm size 383 54.5 244.7 1 3500 
International 
quality 
certification 

389 0.09 0.28 0 1 

Use of foreign-
licensed 
technology 

317 0.14 0.36 0 1 

Spend on R&D 402 0.214 0.411 0 1 
Located in the  
main 
business city 

415 0.460 0.499 0 1 

Located in an  
export 
processing 
zone or 
industrial 
park 

394 0.352 0.478 0 1 

Log of sales 
productivity 

343 12.4515 2.456966 5.991465 23.13121 

Hours of 
operation 
per week 

313 64.4 34.7 7 168
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Table 9.4 Education of top manager 

Education of top manager Frequency/percentage 

Primary 18 (4.5) 
Incomplete secondary education 16 (4.0) 
Secondary 141 (35.0) 
Vocational Training 41 (10.2) 
Some university training 37 (9.2) 
Tertiary (BA, BSc) 117 (29.0) 
Tertiary (MSC, MBA, PhD) 33 (8.2) 
Total 403

function of their competence to combine product and process inno-
vations with environmental goals (Oltra & Saint Jean, 2005). In that 
light, this section first examines the proportion of firm that adopted eco-
innovation product and/or process, and it is presented in Table 9.5. The  
results showed that about 68.2% of firms have adopted product eco-
innovation while 72.2% adopted process eco-innovation. This is further 
explained by whether this eco-innovation product or process is new to 
the local market, new to the national, and new to the international 
market. This is shown in Table 9.6. Results showed that about 57.4% of 
eco-innovative product are new to the local market, followed by 25.5% 
new to the national market. Similarly, most process innovations are new 
to the local market (56.3%), while a significantly low proportion are 
new to the international market (7.7%). This evidence is not far-fetched 
because the firms in the country still operate at a low technology frontier 
and capacities to innovate are limited. This is further constrained with 
very low or no investment in research and development. Moreover, for 
a country like Nigeria, which is still trying to catch-up with frontiers of 
knowledge and technology, it is most reasonable that innovation among 
firms will most likely be new to the local market and in some cases new 
to the national market but rarely new to the global market.
The categorization of drivers of eco-innovation in this study is 

presented under three headings. They are innovativeness, demand-pull 
factors, and technology-pull factors. This is shown in Table 9.7. For  
innovativeness, about 39.3% of the firms have a new or significantly 
improved organizational structure, while a higher proportion (54.8%) 
of the firms have a new or significantly improved marketing method.



232 O. A. Popoola and G. O. Popoola

Table 9.5 Adoption of eco-innovation 

Product eco-innovation Process eco-innovation 

Yes 219 (68.2) 288 (72.2) 
No 102 (31.8) 111 (27.8) 
Total 321 (100) 399 (100) 

Table 9.6 Categories of eco-innovation 

Product eco-innovation 
Process 
eco-innovation 

New to local market 53 (57.4) 54 (56.3) 
New to national market 26 (25.5) 24 (24.7) 
New to international market 7 (7.3) 7 (7.7)

Four variables were examined for demand-pull considerations. They 
are meeting customer demand, entering new markets, expanding product 
lines, and offering the same products as competitors. Results showed 
that 66.4% of firms developed innovative products to satisfy customer 
demand, 74.4% to enter new markets, 92.7% to extend product range, 
and 77.9% developed products to maintain competitive edge with 
domestic competitors. 

Furthermore, considering technology-push factors, the factors consid-
ered were time to develop new ideas, engagement in formal training, 
and sources of knowledge. About 45.8% of firms give time to their 
employees to develop new ideas. About 27.9% of firms engage in formal 
training of employees. With respect to sources of knowledge, five sources 
of knowledge were considered. The question asked was whether firms 
interacted with foreign firms, domestic academic or research institutions, 
foreign academic or research institutions, private individuals/companies, 
and the government as sources of knowledge in their firms. Results 
showed that only 10.1% of sampled firms interact with private indi-
viduals and companies, 5.7% of firms interact with domestic academic 
and research institutions, and 4.2% and 4% with foreign firms and 
government respectively. It is evident that firm interactions are mostly 
with private individuals and companies, other sources of knowledge 
are almost non-existent. One can infer that research–industry linkage 
is weak and even almost nonexistent. This aligns with the findings of
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Table 9.7 Distribution of drivers of eco-innovation 

Eco-innovation drivers Observations Mean Std. Dev. Min Max 

Develop environmental-
compliant 
product 

148 0.6891892 0.4643971 0 1 

Innovativeness 
Organizational 
innovation 

407 0.3931204 0.4890444 0 1 

Marketing innovation 407 0.5479115 0.4983117 0 1 
Demand-pull factors 
Satisfy customer 
demand 

149 0.6644295 0.4737821 0 1 

Enter new market 149 0.7449664 0.4373502 0 1 
Extend product range 150 0.9266667 0.2615562 0 1 
To offer products or 
services already 
offered by competitors 

145 0.7793103 0.4161491 0 1 

Technology-push factors 
Time to develop new 
ideas 

400 0.4575 0.4988144 0 1 

Formal training of 
full-time employees 

398 0.2788945 0.44902 0 1 

Sources of knowledge 
Any foreign firms or a 
foreign-owned patent 
firm 

405 0.0419753 0.2007808 0 1 

Domestic academic or 
research institutions 

402 0.0572139 0.2325403 0 1 

Foreign academic or 
research institutions 

403 0.0148883 0.1212566 0 1 

Private consulting 
company or individuals 

405 0.1012346 0.3020122 0 1 

Government 402 0.039801 0.195735 0 1

Adeoti et al. (2010) in the book titled tackling innovation deficit, an 
analysis of university-firm interaction in Nigeria that university-firm 
interaction is weak in the country. The study added that economies 
that lag behind are characterized by relatively low capacity to generate 
and use technological innovation and economically relevant knowledge. 
Meanwhile, Horbach (2008) asserted that managerial and technolog-
ical capabilities are important for product eco-innovation. On the other 
hand, it is believed that process innovation is internally generated at the 
firm level, therefore making the technological capabilities within the firm
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a crucial driver of process eco-innovation. The role of collaboration with 
Universities and research agencies was also emphasized (Horbach et al., 
2012). 

Factors Influencing Firm’s Decision to Adopt 
Eco-Innovation 

Product Eco-Innovation 

We report results for firms adopting product eco-innovation. The 
drivers of product eco-innovation presented in Table 9.8 were regressed 
with product eco-innovation (as to whether a firm developed any 
environmental-compliant product or not). The model was significant 
at 1% with the log-likelihood of −53.461642 and LR χ2 (13) = 
33.68. Three factors significantly influenced firm’s decision to adopt 
product eco-innovation. These factors are satisfying customer demand, 
offering products or services already offered by competitors and custom 
regulations.
The probability for product eco-innovation increases as firms try to 

satisfy customer demands and this was positive and significant at 1%. 
This implies that the need to satisfy customer demands by firms makes 
it imperative for firms to adopt product eco-innovation. This probability 
increases by 28.2 percentage points. This is because customers now value 
eco-friendly products and for increasing health concerns in recent times. 
In addition, offering products or services already offered by competi-

tors decreases the probability of adopting eco-innovation. This was 
negative and significant at 5%. This implies that as firms try to compete 
by offering the same products and services as their competitors, the prob-
ability of product eco-innovation decreases. This probability decreases by 
26.7 percentage points. It has been established that competitors’ activities 
toward environmental performance (Dai et al., 2015). Cai and Li (2018) 
also found that firm’s competitive environment drives eco-innovation, 
even more than regulatory pressure. This probability increases by 24.7 
percentage points.
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Governments and regulatory bodies constitute crucial factors when 
it comes to firms’ environmental performance (Darnall et al., 2010; Zhu  
et al., 2017). Furthermore, as more of custom and trade regulations 
become an obstacle to firms, the more likely these firms are likely to 
eco-innovate. The likely reason for this is that stricter trade regulations 
will ensure that firms comply with environmental regulations and thus 
will produce products that are eco-friendly. 

Process Eco-Innovation 

This section presents the factors influencing firm’s decision to adopt 
process eco-innovation. We report results for firms adopting process eco-
innovation. The drivers of process eco-innovation presented in Table 9.9 
were regressed with the dependent variable as to whether a firm devel-
oped any environmental-compliant process or not. The model was 
significant at 1% with the log-likelihood of −63.530412 and LR χ2 

(17) = 75.51. Five factors significantly influenced firm’s decision to 
adopt process eco-innovation. These factors are organizational innova-
tion, customs and trade regulations, increasing the quality of products 
or services, increasing the speed of production or offering service, and 
source of knowledge (private consulting company/individuals).
The probability for process eco-innovation increases as firms introduce 

a new or organizational structure and this was positive and significant at 
1%. This means that as firms improve and introduce new organizational 
structures, the probability of adopting process eco-innovation increases. 
This probability increases by 25.8 percentage points. 

Customs and trade regulations were positive and significant. As 
customs and trade regulations become obstacles, the probability of 
adopting process eco-innovation increases. This finding is consistent with 
Del Río et al. (2015) and Liao (2018) who posited that the creation 
and implementation of eco-innovation is aided by regulatory pressure. 
However, according to Zhu et al. (2017), the severity and effect of 
regulatory pressures varies by country. 
The probability of adopting process eco-innovation increases as firms 

try to increase the quality of products and services and also as firms try
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to increase the speed of production. These variables were positive and 
significant at 10%. This means that the probability increases by 46.2 
and 36.6 percentage points for an increase in the quality of products and 
speed of production. 

Collaboration activities do occur among stakeholders such as univer-
sities and research institutions, suppliers, and others with the goal of 
improving product and process environmental performance (Danese 
et al., 2019). Participating in eco-innovation collaborations also gives a 
mechanism to protect against lost investments (Cainelli et al., 2015). 
This is a source of information for businesses. The source of knowledge 
in this scenario is a private firm or an individual. With the chance of 
adopting process eco-innovation, it was positive and significant at 10%. 
Adoption rises by 23.8 percentage points as a result of this likelihood. 
This type of cooperation and collaboration is critical for successful eco-
innovation engagement and development (Lee & Kim, 2011; Melander,  
2018). 

9.6 Conclusion and Recommendation 

The study examines the drivers of adoption of product and process eco-
innovation in Nigeria’s manufacturing sector. Although our results are 
specific to our study context, they contribute to the stream of litera-
ture on eco-innovation that investigates the drivers of eco-innovation. 
Firms in Nigeria’s manufacturing sector are eager to adopt product 
and process eco-innovation in order to meet customer demands and 
improve the speed of production. The capability of firms to carry 
out organizational innovation is important for eco-innovation. Engage-
ment with private companies and individuals is critical to firms in the 
sector to eco-innovate. Eco-innovation strategies should be contextu-
alized and tailored to the realities of the Nigerian technology space. 
As this will promote the development of environmental technologies 
affordable and applicable to firms in the sector. It is expected that 
the adoption of eco-innovation strategies will promote the compet-
itiveness of the sector and the economy at large. This study also
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provides impetus for Nigeria’s Medium-Term National Development 
Plan (2021–2025) which has a vision to catalyze the potential of the 
public, private, and social sectors to boost industrialization, and sustain-
ably improve inclusive, holistic development and competitiveness. It 
is essential for Nigeria at this time to break into the global market 
and remain there in order to achieve economic transformation and 
competitiveness. It will also help businesses in improving performance 
while protecting the environment. Since organizational innovation is 
crucial to the adoption of eco-innovation, firms should develop orga-
nizational strategies and management systems that solve environmental 
issues that occur throughout the manufacturing process. This could 
be in the form of pollution control measures, efficient process opera-
tion, and minor adjustments to industrial plants. There should be an 
increasing awareness of customers on eco-friendly products and health 
issues, which will significantly drive the adoption of both product and 
process eco-innovations. These awareness campaigns could be done by 
the Manufacturers Association of Nigeria (MAN), SMEDAN, and other 
relevant agencies. The issue of trade regulations relating to ensuring 
that manufactures meet required environmental standards should be put 
in place and made less stringent by relevant government agencies like 
NAFDAC, NESREA, customs, and others. Firm capabilities need to be 
improved especially in the area of ensuring quality products and services 
while improving the speed at which products and services are deliv-
ered. Moreover, organizational innovation needs to be a necessity for 
firms. These would significantly influence firm’s decision to adopt process 
eco-innovation. Policies that encourage partnerships and interactions of 
firms with other actors, especially private companies, individuals, and 
other stakeholders in the innovation system be developed to encourage 
the adoption of process eco-innovation. Policies should also be put in 
place in the form of tax holidays for eco-innovative firms so that they 
could be encouraged to adopt eco-innovation products and processes, 
thereby reducing the cost of adopting these measures and increasing 
sales.
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10 
Open Innovation Across the Innovation 
Value Chain: An African Perspective 

Lerato E. Mdaka and Mpumelelo Jr. Longweni 

10.1 Introduction 

Entrepreneurship is crucial to the journey of economic growth and 
progression in emerging markets. It accounts for a vast contribution 
to the quality, development and progress of an industry, economy or 
country. The role of entrepreneurs from an economic perspective is seen 
as one that informs the market of new elements. Entrepreneurs as inno-
vators identify gaps within the market and are determined to fill these 
gaps (Hague et al., 2011: 156). In doing so, new economic activities 
are created and essentially generate jobs, wealth and the country’s overall 
well-being.
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Various scholars view that technology innovation or invention is 
critical for entrepreneurship, SMME development and job creation 
(Nambisan et al., 2019). In more recent years, innovative strategies such 
as Open innovation are utilised to stimulate entrepreneurship in Africa. 
Open Innovation connects solution seekers and solution providers 
(Diener et al., 2020). Solution providers could be entrepreneurs or inven-
tors with solutions for market or organisational challenges. Small to large 
businesses as well as the general market could be considered solution 
seekers. They are looking for solutions to problems in their business and 
the environment. Open Innovation allows inventors and entrepreneurs 
to connect with investors, IP lawyers, funders, facilities, associations, 
standards and other market players (Bigliardi et al., 2021). 

Although the successes and benefits of Open Innovation are widely 
spoken about in literature across the globe, there’s very little under-
standing of the role open innovation plays across the innovation value 
chain, particularly in African contexts. Additionally, the understanding 
of the innovation value chain from idea to market mainly focuses on 
the extreme ends of the innovation value chain: Research and Devel-
opment on one end and marketing on the other. This implies that 
a range of activities and processes of the innovation value chain are 
overlooked (Mohalajeng & Kroon, 2016). This paper seeks to inter-
rogate the existing literature to provide a conceptual model depicting 
the role of open innovation across the innovation value chain from 
an African perspective. Investigating the various academic and industry 
texts regarding open innovation and the innovation value chain leads 
to an in-depth understanding of what is needed to bridge the gap 
from invention or idea to market. The model derived helps govern-
ment stakeholders, industries and entrepreneurs across Africa in making 
better decisions about what is needed in fostering total early-stage 
entrepreneurial activity. This chapter is divided into two main sections: 
the innovation value chain and Open innovation strategies for each stage 
of the innovation value chain. Firstly, each phase of the innovation value 
chain will be elaborated, especially how open innovation contributes to 
each phase. After that, the chapter elaborates on how to support the 
innovation value chain for success in developing countries.
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10.2 The Innovation Value Chain 

Innovation and entrepreneurship take place through a sometimes diffi-
cult extensive process. Seminal author, Smith (2015: 107), describes this 
process of taking an idea and turning it into a successful commercial 
product or service as the innovation value chain. 
The innovation value chain occurs when entrepreneurs generate ideas 

and new knowledge needed for innovation, convert this knowledge into 
products or services and later exploit such innovations to escalate busi-
ness growth and the value provided to consumers (Ganotakis & Love, 
2012: 840). Therefore, there are several activities involved in turning an 
invention into successful commercialisation. The innovation value chain 
is a steady process that helps reduce risk and uncertainty through various 
phases in the chain (Tidd & Bessant, 2020). The number of phases 
and how they link to one another depends mostly on the nature of the 
product or service idea. Developing new innovations is often a complex 
process that differs from context to context. Even though that is the case, 
the major phases in the generic innovation value chain show a sequence 
starting from idea generation and ending with a finished product or 
service going into the market. 
Chen et al. (2020) have concluded that the innovation value chain 

embodies innovation as a “sequential, three-phase process” comprising 
of idea generation, idea conversion into a concept and diffusion of the 
concept into the market. These serve as the key phases in the innovation 
value chain, although the terminology and steps within each phase may 
differ across industries. 
The following sections of this chapter examine each phase of the inno-

vation value chain. The three phases and the various steps within each 
phase are elaborated. 

Idea Generation: Phase 1 of the Innovation Value 
Chain 

The most basic definition of this phase is found in its title, it simply 
means generating ideas and knowledge. This phase may occur within a
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business department, across departments in a business as well as outside 
the business (Chen et al., 2020; Hansen & Birkinshaw, 2007). The idea 
generation phases may be divided into two steps: idea generation and 
idea screening. 

Idea Generation 

During the idea generation phase, new opportunities for innovation are 
identified. Seminal author Drucker (2011: 208) explains that sources 
of innovation stem from unexpected incidences, process needs, demo-
graphic and behavioural changes, industry and market trends and new 
knowledge as a result of individual genius. 

– Unexpected incidences: Because they are unplanned and unantici-
pated, random occurrences give rise to a new awareness; this insight 
then forms the basis for new ideas that essentially lead to innova-
tions (Kuratko, 2018). Random incidences are the most basic source 
of innovation opportunities because opportunities, in essence, come 
from the unexpected. Unexpected successes or failures provide insights 
into innovation opportunities (Drucker, 2011: 210). Often failure is 
disregarded and marginalised. Tidd and Bessant (2020) state that acci-
dents may prompt innovation and introduce new ideas. Entrepreneurs 
can spot these failures and accidents as an opportunity and develop 
them into innovation. 

– Process needs: As a result of the need for improvement, “process 
needs” are, in some cases, referred to as “pain” in the market-
place (Kuratko, 2018). Frustrations often provide significant signs 
of change and process needs. Process improvements are more rele-
vant in the public sector since the focus is not necessarily to create 
wealth but to provide value through service delivery. As demands 
within various processes increase, solutions to such needs are birthed 
through the need to innovate. Process needs to stimulate innovation 
in more mature industries undergoing the pressure of competition. 
The competitive environment gives rise to the need to keep finding 
innovative ways to better service or product offerings.
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– Demographic and perceptual changes: Drucker  (2011: 216) argues 
that demographics are the utmost dependable sources of innovation 
outside a business but are often neglected. Innovation opportuni-
ties are made possible as changes in age, population size, geographic 
locality, education and occupation occur. Pursuing entrepreneurship 
based on demographics is the least risky, and often has the most 
innovation opportunities (Kuratko, 2018). As demographics change, 
circumstances are perceived differently. Changes in perceptions do 
not alter facts but instead change their meaning (Drucker, 2011: 
218). People’s understanding of concepts and facts serve as a source 
of innovation. As individuals begin to emphasise the importance of 
healthy living, opportunities for healthy foods and fitness centres arise. 
Entrepreneurs have the ability to view perceptions of stakeholders as 
opportunities for innovation. 

– Industry and market changes: Repeated modifications in the market-
place result in structures of the industry and market changing 
(Kuratko, 2018). Changes in consumer preferences, improvements 
in technology, as well as the growth in the classification of indus-
tries and markets are good sources of innovation and entrepreneurial 
opportunities (Drucker, 2011: 215). 

– New knowledge: The prospects that arise from various scientific 
research studies form the basis of many innovations (Tidd & Bessant, 
2020). Research and development (R&D) departments play an impor-
tant role in finding new knowledge, problems and challenges that, 
in essence, serve as innovation opportunities. Continuous investiga-
tion and information gathering through extensive reading, attending 
professional workshops and working with individuals in unrelated 
fields produces new  knowledge (Kuratko,  2018). Accumulating new 
knowledge regarding problems, challenges or opportunities provide 
entrepreneurs with an understanding of the manner in which an 
opportunity can be utilised. Drucker (2011: 219) emphasises that 
innovations that stem from new knowledge differ from others in that 
they have lengthy lead times and are unpredictable. These knowledge-
based innovations are whimsical and often hard to direct. It can 
be concluded that innovation requires various kinds of knowledge. 
New knowledge originates from demographic, perceptual, industry
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and market changes. Unexpected incidences and needs within various 
processes provide new knowledge for innovation. Innovation is multi-
dimensional and has various types. 

Ideas are generated in many ways, but these ideas must serve to add 
value to the end user. The viability of ideas is established through idea 
screening. 

Idea Screening 

Once ideas are generated, strong screening mechanisms need to be in 
place (Chen et al., 2020; Hansen & Birkinshaw, 2007). Idea screening 
and selection involve filtering the ideas according to the business’s inno-
vation strategy and perceived value-creation potential for the consumer. 
During this stage, the feasibility and viability of ideas are evaluated 
(Marais & Schutte, 2010: 102). During screening and selection, it is 
important to ensure that ideas integrate with the various product or 
service offerings as well as the objectives of the business. The capability 
of the business to carry out the idea and meet its future demand should 
be analysed. There are various ways to screen and select ideas before they 
are further developed. According to Tidd and Bessant (2020), ideas may 
be screened through the following:

● Ranking: this implies listing the ideas in order of value or worth for 
business support. Ideas are also ranked according to their forecasted 
financial costs.

● Profiling: ideas are given scores based on a set of criteria. Ideas that 
prevail on the majority of the criteria are selected.

● Scenario building: alternative visions of future-based outcomes are 
played out; ideas yielding different pay-offs in the different outcomes 
are selected. 

There are various methods by which ideas are screened. These methods 
vary from business to business. The above screening methods are the 
most commonly used.
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Open Innovation Across the Idea Generation Phase and Its 
Application in Southern Africa 

Open Innovation is merging a business’ internal assets and resources, 
with those outside the business to acquire the best value from existing 
information and available information (Mohalajeng & Kroon, 2016). In 
African economies, businesses often depend on the support of interme-
diary services to implement Open Innovation (Ottonicar et al., 2020). 
These intermediaries are known as Open Innovation Accelerators (OIA) 
and help accelerate ideas to market. 
In the idea generation phase, businesses make use of Open Innovation 

in various forms. Ideas may be sourced externally from other small busi-
nesses within the same industry and even outside that industry (Chen 
et al., 2020; Hansen & Birkinshaw, 2007). This means ideas may origi-
nate from various role players within the triple-helix. With Open Inno-
vation ideas and new knowledge for ideas are generated from suppliers, 
consumers, competitors, academia, investors, government agencies and 
independent entrepreneurs. 
Open Innovation Accelerators (OIA) in Africa such as The Innova-

tion Hub Open Innovation Solution Exchange in Southern Africa have 
cross-industry associations, widespread knowledge regarding industry-
specific issues and an overall innovation eco-system when generating 
ideas through collaboration. Large businesses and SMEs participate in 
open innovation in two ways: (1) Large businesses across the globe tap 
into the African environment by publishing their request for innova-
tion idea proposals or solutions through the OIA. The OIA invites 
stakeholders across the triple-helix to submit their solutions or ideas 
onto their digital platform for selection. (2) Entrepreneurs and SME 
owners post their technology onto The OIA digital platform; businesses 
interested in collaborating with these entrepreneurs through their knowl-
edge or technology can then contact the entrepreneurs for collaboration. 
Entrepreneurs gain surprising returns by integrating their ideas, and 
concepts into existing innovation value chains (Mohalajeng & Kroon, 
2016). Figure 10.1 illustrates how Open Innovation plays a role within 
the idea-generation phase of the innovation value chain.



256 L. E. Mdaka and M. Jr. Longweni

Fig. 10.1 Conceptual graph of the idea generation phase of the innovation 
value chain using open innovation (Source Mohalajeng and Kroon [2016]) 

Idea Conversion: Phase 2 of the Innovation Value 
Chain 

Once ideas have been generated, the second phase of the innovation 
value chain begins. Here, selected ideas are converted to products or 
services (Hansen & Birkinshaw, 2007: 3). This phase comprises all activ-
ities involved in taking the chosen idea and converting it into a product 
or service which will be ready for commercialisation. During this phase, 
funding, research and development of the selected ideas occur. The steps 
involved in the idea conversion phase are concept definition, prototype 
development and business model analysis.



10 Open Innovation Across the Innovation Value Chain … 257

Concept Definition 

This step in the idea conversion phase encompasses transforming and 
combining ideas that have been selected into concepts that are formally 
defined and have features that add consumer value (Marais & Schutte, 
2010: 102). During this step, the various departments or functions 
within the business collaborate in determining specific concerns and 
making decisions on the details of the innovation. 
The business functions defining the concept include the R&D 

personnel, designers and marketing departments (Tidd & Bessant, 
2020). Knowledge is transferred to these departments and is then trans-
lated into innovation outputs. The new knowledge generated from ideas 
may sometimes form different outcomes than expected from the initial 
idea (Ganotakis & Love, 2012: 840). The defined concepts are then 
developed through prototyping and feasibility assessments. 

Prototype Development 

Once the concept of an idea is defined that concept is then further devel-
oped into a model and prototype (Marais & Schutte, 2010: 102). During 
the idea conversion phase, constructing a model and prototype of the 
idea is important (Mohalajeng & Kroon, 2016). Models are designed 
to demonstrate the appearance of the future product to give an impres-
sion of the overall look of the invention; they have no functioning 
capability as yet (Smith, 2015: 111). Modelling can be done through 
concept drawings and sketches, mock-ups and site models and various 
simulations. 
The concept and model are turned into an invention by prototyping 

the fundamental working principles of the defined concept. Unlike 
models, prototypes are designed for functionality to ensure that future 
product operations are as projected (Smith, 2015). The prototypes are 
later used when evaluating the performance of the future product. Tidd 
and Bessant (2020) emphasise that prototypes undergo many iterations 
as the designers come to learn more about the problem and alternative
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solutions. Frequent prototyping assists the various role players in better 
understanding the future product. 

Prototypes assist in having reliable assessments of preferences and 
recommendations. It is important to note that prototyping thus happens 
continuously. Although the prototype is not ready for entrance into the 
market, it obtains many final product characteristics (Smith, 2015). It, 
therefore can be used in the next steps of the idea conversion phase. 

Business Model Analysis 

Once the prototype has been developed, additional information is used 
to determine the feasibility of the prototype (Marais & Schutte, 2010: 
102). During this step, the fit of the prototype with the overall business 
model is investigated. A solid business model for the prototype is anal-
ysed, meaning the materials used for manufacturing the product and the 
process by which the product will be manufactured are evaluated (Smith, 
2015). Intellectual Property (IP) protection decisions are made as well. 

Open Innovation Across the Idea Conversion Phase and Its 
Application in Southern Africa 

During the idea conversion phase, Open Innovation practices in Africa 
are applied through the use of joint technology development as well 
as joint product development (Gonyora et al., 2022). Developing the 
technology with external parties such as customers and suppliers allows 
the business to understand the public’s needs and the limitations the 
concepts may have. Joint development with suppliers allows businesses to 
understand the importance of materials and equipment (Gonyora et al., 
2022). 

Souring external technology through Open Innovation also occurs 
during the idea conversion phase. Technology discovered or created 
outside the business may be acquired when defining the concept and 
developing the prototype through ongoing feasibility studies (Marais & 
Schutte, 2010: 104). Conversely, prototypes and technologies developed 
internally during this phase may be transferred out of business through
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outbound Open Innovation. This situation can occur, for instance, when 
the business doesn’t have the ability to realise sufficient revenue in its own 
market or when the technology is a spin-off that cannot be used for the 
core business (von Nell & Lichtenthaler, 2011: 133). 

Open Innovation accelerators in Africa manage collaborations through 
multi-level involvement and governance (Janssen et al., 2014: 19). 
The Innovation Hub Open Innovation Solution Exchange in Southern 
Africa, for example, involves their innovation eco-system by ensuring 
solution seekers (large businesses or SMEs) connected with a variety of 
possible external technologies which are often new and unknown to the 
seeker (Diener et al., 2020). 
The open innovation in the idea conversion phase is best summarised 

as part of the innovation value chain in Fig. 10.2.

Idea Diffusion: Phase 3 of the Innovation Value Chain 

According to Tidd and Bessant (2020), the idea conversion phase often-
times overlaps with the diffusion phase. This is because the developed 
concept still requires buy-in from the rest of the business departs as well 
as the target market. Chen et al. (2020) emphasise that businesses need 
relevant units that support and spread new product concepts and busi-
ness models across all areas within and outside the business. During the 
idea diffusion phase, concepts are tested and implemented in the market 
for further development opportunities as feasibility studies. New prod-
ucts and services must be rolled out across various distribution channels 
and markets. The idea diffusion phase takes place in two steps, namely, 
testing and commercialisation. 

Testing 

Products that have come out of the idea conversion phase need to be 
tested. Testing the products ensures their functionality is as intended 
and that their performance is what the end-users require (Smith, 2015). 
The prototypes are tested in various environments and conditions. If the
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Fig. 10.2 Conceptual graphic of the idea conversion phase of the innovation 
value chain (Source Mohalajeng [2016])

performance of the prototypes is poor during testing, they are sent back 
for further development and modifications. 

Introducing the prototypes to various markets during testing helps 
identity audiences that are most receptive to the product. When 
testing the prototypes, the primary and secondary requirements of the 
consumers should be listed along with any dislikes they may have 
(Tidd & Bessant, 2020). The relation between the consumers’ require-
ments and the technical characteristics of the prototype should be 
measured in order to ensure an appropriate design fitting both needs 
is completed.
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During testing, it is imperative that products are projected as prof-
itable to the business in addition to their appeal to the consumer. Refined 
products after initial testing are retested in order to determine their 
overall value to the consumer (Smith, 2015). Refinement is an iterative 
process. 

Commercialisation 

Once products have been refined, formalised and introduced to 
the market through testing, the commercialisation step commences 
(Marais & Schutte, 2010: 103). Commercialisation is the final step in 
the innovation value chain and involves manufacturing and launching 
the final product for entrance into the market (Smith, 2015). 
After the prototype has been approved, production and manufac-

turing proceeds; designers help simplify the prototype in order to make 
it appropriate for manufacturing it in batches. The manufacturing and 
production that takes place is not full-scale as yet since individuals oper-
ating the manufacturing process need to familiarise themselves with the 
production of the new product (Smith, 2015). During manufacturing 
and production, a range of components need to be finalised. Businesses 
need to decide on whether machinery or labour will be used, where raw 
materials and equipment should be sourced from as well as the various 
supporting tools and information that should be incorporated (Smith, 
2015). During the manufacturing process potential flaws in the product 
may be picked up; these faults serve as information for further develop-
ment but may be supplied to the consumers for their perception of the 
product (Smith, 2015). 
The main purpose of commercialisation is generating ideas into 

new markets and extending the business offerings in existing markets 
(Marais & Schutte, 2010: 103). 
Launching the product or services into the market is another crucial 

step in commercialisation. Hemert et al. (2013: 438) highlight that 
continually engaging in the market through meetings with business part-
ners and consumers as well as engaging with various business communi-
ties and everyday individuals allows businesses to have an understanding
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of the market and gain useful insights regarding the overall industry. 
Launching the product through buy-in from various role-players speeds 
up the commercialisation process. Market launch requires a substantial 
input from marketing departments (Smith, 2015). This is due to the fact 
that most of the activities associated with the launch involve exhibitions, 
online marketing, advertising, developing product briefs and collaterals 
as well as ensuring the availability of stock in various outlets. 
Once the product has successfully been launched, it then creates finan-

cial value for the business and social value for those consuming the 
product or service. The products, processes and services are continu-
ously evaluated. Knowledge sourced from evaluation then serves as input 
for improving these processes, products and services through incremental 
innovation. 

Open Innovation Across the Idea Diffusion Phase and Its 
Application in Southern Africa 

During the idea diffusion phase, businesses are able to sell prototypes to 
external parties as they perceive them as not feasible for the business’s 
own model but may be worthwhile in other industries or markets. This 
is referred to as outbound or inside-out Open Innovation (Gassmann & 
Enkel, 2004: 10). 

For start-up entrepreneurs, commercialisation through Open Innova-
tion occurs through the identification and implementation of agreements 
with businesses seeking solutions for commercialisation (Gans & Stern, 
2003: 336). Entrepreneurs, therefore, yield returns by commercialising 
their inventions through existing innovation value chains. Open Innova-
tion strengthens established market power and simultaneously moderates 
competition in the market. 

During the manufacturing and production of the products, through 
Open Innovation, equipment is shared with external parties and manu-
facturing may be a joint undertaking (Gonyora et al., 2022). This 
often occurs when the businesses taking part in Open Innovation are 
close to one another in manufacturing and equipment sharing are 
location-sensitive undertakings.
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Through Open Innovation as a commercialisation strategy, there is 
joint access to new markets through co-branding (Gonyora et al., 2022). 
This helps entrepreneurs lower the cost of identifying and accessing new 
markets. Strategic alliances with other entrepreneurs; outsourcing agree-
ments as well as entering into supplier–customer relations are typical 
practices of Open Innovation at the commercialisation stage (Hemert 
et al., 2013: 436). 
For Open Innovation Accelerators in Southern Africa, this stage of 

the process is placed in the hands of the business and the external 
party for confidential deal-making (The Innovation Hub, 2022). Open 
Innovation Accelerators can assist when businesses are seeking ready-to-
commercialise products for their markets. Figure 10.3 illustrates how 
Open Innovation plays a role within the idea diffusion phase of the 
innovation value chain.

Commercialisation plays an important part in innovation and 
entrepreneurship. Although it has been depicted as a step within the 
idea diffusion phase, commercialisation is actually the entire process of 
taking a raw idea and successfully introducing it to the marketplace. As 
mentioned previously, what converts a mere invention into an innovation 
is the commercialisation of that invention (Smith, 2015). 
The innovation value chain serves as a generic adaptation of various 

innovation processes that may take place. Innovation value chains may 
differ according to the industry, the business and the commercial 
product. 

10.3 Supporting the Innovation Value Chain 

Although ideas are screened and become prototypes, many of these 
inventions are commercial failures and do not make it into the 
marketplace. Small- and medium-sized businesses (SMEs) across Africa 
risk falling victim to digital disruption, regulatory requirements and 
economic shifts that fundamentally change their markets. SMEs have 
gone out of business due to their inability to innovate in response to these 
changes and to successfully commercialise their technology. Within the
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Fig. 10.3 The idea diffusion phase in the innovation value chain (Source 
Mohalajeng [2016])

African context, the innovation value chain requires a number of support 
activities to ensure the successful commercialisation of inventions. 

Marketing activities, funding the innovation as well as protecting 
intellectual property are three key supporting functions necessary for 
the success of inventions through Open Innovation. These may pose 
challenges found in the innovation value chain.
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Marketing 

Introducing the invention to the public, as either a product or a service, 
forms part of the innovation value chain. Smith (2015) refers to this as 
the market launch. There are a number of activities that are required 
to ensure that the product or service is made known to and desired by 
the marketplace. These activities tend to pose a challenge because of the 
inability to acquire input from marketing departments. 

Marketing activities should occur during the idea diffusion phase 
in the innovation value chain. This is because the developed concept 
requires buy-in from the rest of the business departments as well as the 
target market. The marketing department needs to be involved through 
spreading the new product concepts and business models across all 
functional areas within and essentially outside the business (Hansen & 
Birkinshaw, 2007: 5). The marketing of a new innovation, product 
or even entrepreneurial business that occurs through Open Innovation 
consists of a range of areas that need to be considered. 

Selecting the Target Market 

In order for the new product or service to succeed, the business and 
external parties involved through Open Innovation, have to target a 
specific market. It is important to identify groups of customers within 
the industry the business and its collaborative party plans to engage 
with (Barringer & Ireland, 2010). The target market selected should 
be distinct so that the marketing campaigns appeal specifically to them. 
In order for the new product or service to appeal to the market it is 
important to have an understanding of the market and its needs as some 
businesses make the mistake of launching a new product to a specific 
market without understanding its customers. The prime challenge faced 
when selecting a market for new products or services is choosing a market 
that is attractive enough to be interesting yet different enough that the 
product or service doesn’t disappear into the crowd (Barringer & Ireland, 
2010). It is vital that the selected market be in line with the business’s 
background, business model and the skills of its founders.
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Establishing a Position 

In addition to selecting the right target market, it is the responsibility 
of the marketing department to establish a position that differentiates 
the new product or service from potential competitors (Barringer & 
Ireland, 2010). The position is what the business claims as its own and 
is what customers use when differentiating between the various products 
or services in the specific market. 

If the business launching the new product already has a well-
established target market and position in that market, the marketing 
department needs to focus on building the brand of the new product 
or service in line with the business’s product range or service offerings. 

Building a Brand 

Marketing department is responsible for communicating the benefits of 
purchasing a new product or service. The mistake often made when 
launching new inventions is that marketing personnel rush to point 
out the features and specifications that particular invention has rather 
than just pointing out how the invention would enhance the customer’s 
life (Barringer & Ireland, 2010). Customers buy benefits rather than 
features. 
It is essential that the brand of the new product or service sets out the 

new product or service attributes. The main purpose of branding new 
products and services is for product identification, allowing marketers 
and consumers to distinguish the new products and services from 
competitors (Lamb et al., 2013: 170). 

Lamb et al. (2013: 170) emphasise that marketing departments should 
consider the customer’s loyalty towards a brand; the recognition of the 
brand; the perceived quality of the business’s overall products and services 
and the associations made with the brand. 

Since the new products or services are developed through Open Inno-
vation, other proprietary assets such as patents and trademarks should 
be considered. Through the high-quality partnerships and agreements 
made during the conversion and diffusion phases of the innovation value
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chain, co-branding arrangements may be made. This takes place when 
the businesses’ brands promote one another. The marketing depart-
ment should consider whether the branding partnership will strengthen 
the new product or service’s brand image and whether lengthening the 
brand image with an undesirable product will damage the original brand 
(Gbadamosi et al., 2013: 189). 

Marketing Mix 

Once the target market, position and brand have been established, the 
marketing department should now set marketing tools that will be used 
to yield the response desired from the market (Barringer & Ireland, 
2010). Marketing departments arrange their marketing mix into four 
categories: product, price, place and promotion. These are commonly 
known as the 4Ps of marketing or the marketing mix and will be illus-
trated in Fig. 10.4. The 4Ps of marketing are variables that marketing 
departments can control and merge together in order to satisfy customers 
in the target market in the best way possible (Anon, 2022a).
In summary, marketing is a crucial step in the commercialisation phase 

of the innovation value chain. In order to successfully commercialise 
new products and services, marketers are required to have an exten-
sive understanding of customers and market in which they function. 
Once this is understood, a position in the market as well as a brand 
for the new product or service should be established. The purpose of the 
marketing department should be to convince potential customers of the 
new product or service’s value and benefit to the customer as well as its 
viability. 

Funding 

Innovation refers to exploiting ideas and inventions and turning them 
into commercial products and services. The idea generation and conver-
sion phase of the innovation value chain requires funding. Smith (2015) 
states that the development of innovation requires an expenditure of 
funds. This takes place prior to generating an equivalent intake of funds.
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Fig. 10.4 Summary of the marketing mix (Source Anon [2022a])

There is subsequently a negative cash flow right through the innovation 
value chain before funds are generated and cash flow turns positive. The 
outflow of cash at this stage does not correspond with an inflow of sales. 
Figure 10.5 summarises the flow of funding throughout the innovation 
value chain.
From Fig. 10.5, it is clear  that  there are  various  kinds of funding  that  

can be obtained. These depend on how far the new product or service is 
from commercialisation. 

Bootstrapping 

Spinelli et al. (2014) describe bootstrapping to be an effort to minimise 
resources or the cost thereof throughout the innovation value chain.
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Fig. 10.5 Funding streams in the innovation value chain (Source Adapted from 
Smith [2015])

It involves attempting to accomplish more with minimum expendi-
ture in order to pursue the opportunity. The entrepreneur focuses on 
finding methods to avoid external funding through cost-cutting, inge-
nuity and creativity (Barringer & Ireland, 2010). Bootstrapping results in 
the acquisition of resources for free or much less than one would expect 
to pay. 
Personal financing and the use of family and friends form part of 

bootstrapping as the “bootstrapper” uses creative ways of receiving funds 
without the use of banks (Smith, 2015). Friends and family may offer 
delayed compensation, investments and sometimes financial gifts. 
Bootstrapping often occurs at the idea generation stage in the inno-

vation value chain. The funds acquired from bootstrapping as well as 
friends and family are used in the early stage of the new product or 
service for the first models as proof of concepts (Smith, 2015). The 
various idea generators taking part in this initial phase of the value chain 
may also provide finances in getting the idea into the conversion stage.
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Government Funding 

There have been a number of government-funded schemes that have 
been designed to finance innovation around the globe. These schemes 
aim to develop new marketable technologies that have commercial 
feasibility (Smith, 2015). 
In South Africa, receiving funding is a major stumbling block when 

attempting to commercialise innovations. However, the government has 
increased the availability of funding mechanisms in order to overcome 
this hurdle (van der Merwe, 2013). There are three role-players within 
the government sector that aim to provide funding for new inven-
tions and business ventures namely the Technology Innovation Agency 
(TIA), Industrial Development Corporation (IDC) and the Department 
of Trade and Industry (DTI). 
TIA is a government-funded agency which aims to stimulate tech-

nological innovation in South Africa. The agency uses South Africa’s 
innovation industries to develop new industries and in essence diversify 
the economy (Anon, 2022b). TIA provides both non-financial and finan-
cial support to various role-players within the triple helix of South Africa. 
The IDC is a self-funded but government-owned entity. Its development 
funds aim to enable the conversion of inventions and technology devel-
oped in South Africa into commercial products (van der Merwe, 2013). 
They are particularly interested in high-impact and labour-intensive 
technologies that potentially lead to the creation of new industries. 
South Africa’s Department of Trade and Industry also finances inno-

vation. The DTI has launched an online selection and application portal 
for various funding initiatives therefore making it easier for entrepreneurs 
to obtain funding (van der Merwe, 2013). 
The government serves as a significant contributor to South Africa’s 

increasing venture capital environment. It is the role of the entrepreneur 
to ensure that they apply for the various funding mechanisms the 
government offers.
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Angel Investors 

Barringer and Ireland (2010) define angel investors as individuals 
investing their own capital in new business or new products and services. 
These individuals are normally high in net worth, well-educated and 
have previously succeeded as entrepreneurs themselves. Angel investors 
seek more than capital returns but are often particularly interested in the 
growth of the new product or services as well. Because they do not form 
part of recognised associations and aren’t clearly visible in markets, they 
are seen as informal investors (Smith, 2015). 

Angel investors are varied and have a broad range of interests in new 
business opportunities. Investors may be interested in maximising their 
wealth, seeking increased income or because of their entrepreneurial 
mindset (Smith, 2015). Established businesses may also form part of 
angel investors as they invest in unquoted businesses or products. This is 
referred to as corporate venturing. 

It’s concluded that angel investors play quite an invaluable role in the 
innovation value chain because of their willingness to make relatively 
small investments into new products and services that don’t necessarily 
require a great deal of money as venture capitalists do. They are often 
anonymous and are paired up with entrepreneurs through networking 
and referrals. 

Venture Capital 

Venture capital arose due to new businesses’ inability to find access 
to long-term risk capital. Smith (2015) explains that venture capital 
is loaned from acknowledged investors. Venture capitalists form part-
nerships with wealthy individuals, foreign investors, university grants, 
pension funds and other similar sources of funding. Through these part-
nerships, the role of the venture capitalists is to evaluate the risks and 
growth of the new product or service and ensure that their respective 
partner would make a capital gain when choosing to withdraw their 
funds at a later stage (Smith, 2015).
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Commercial Banks 

Unlike the previously mentioned sources of funding, commercial banks 
serve as debt funders whereas the previous sources serve as equity funders. 
With commercial banks, none of the business or new product’s owner-
ship is surrendered and any interest payments on the loan are tax 
deductible rather than dividends being paid out. Although this is the 
case, banks are not seen as the most viable and practical source of funding 
a new product or service simply because they need to be repaid in 
full and also impose particularly strict conditions on their investment 
(Barringer & Ireland, 2010). 

Commercial banks play a role at a later stage in the new products or 
services’ life cycle. It is once the product or service is commercialised 
that entrepreneurs should consider commercial funding as banks are a 
significant source of credit for small businesses. 

Barringer and Ireland (2010) further mention that commercial banks 
take an interest in businesses that have audited financials, low leverage, 
healthy balance sheets and high cash flow which is not necessarily the 
case for new businesses and new products. 

In summary, it is important to consider the various funding mech-
anisms during the innovation value chain. The lack of finances and 
finding funding could potentially lead to discontinuing the process of 
commercialising the ideas generated. 

Intellectual Property (IP) 

Intellectual property is referred to by the World Intellectual Property 
Organisation (WIPO, 2012) as any creation born of human intellect 
with value in the marketplace. It is articulated as an invention, literature, 
artistic works as well as names, symbols and images used in commerce. 
When observing creating new products and services, it is imperative that 
entrepreneurs determine what intellectual property to protect. When 
doing so the entrepreneur should determine if the intellectual property 
is directly linked to its competitive advantage and if protecting that IP 
will increase its value in the marketplace (Barringer & Ireland, 2010).
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IP rights make it possible for the entrepreneur to benefit from their 
originality and inventiveness as well as to prohibit others from exploiting 
their inventions. There are three main types of IP protection namely 
copyright, patents and trademarks. Copyright allows a writer to decide 
how their work is used and to benefit from its profitability. Smith 
(2015) adds that copyright follows automatically after creating a new 
work. On the other hand, patents are granted by the government to 
the entrepreneur, rewarding them for their invention and ensuring them 
exclusive right to the patent. WIPO (2012: 9) describes a trademark as 
any graphically representable sign used for identification and the differ-
entiation of a new invention and product from others similar. These 
methods of IP protection are to be looked into when commercialising 
new innovations. 

In the innovation value chain, it is important that due diligence is 
completed on new partners and solution providers participating in the 
Open Innovation process at any of the three phases. Spinelli et al. (2014) 
explain that due diligence is the process of authenticating the potential 
partners’ credibility. It involves verifying the new partners’ and solution 
providers’ backgrounds and facts; the reputations of the key contribu-
tors and staff involved; investigating the technical competencies of the 
new idea, prototype or product and confirming market estimates and 
proprietary rights. 
During the concept definition, prototyping and feasibility steps of 

the idea conversion phase, it is important to ensure that the IP of the 
various parties is protected. If the IP rights of the external party (whether 
an entrepreneur, scientist, start-up business, association, supplier or 
consumer) are already available, disclosure of the solution is less stressful 
(Gans & Stern, 2003: 338). This implies that disclosing the solution will 
not reduce the owner’s ability to profit from it. As mentioned previously, 
sharing IP can pose a number of challenges. A business’s competitive 
advantage may possibly decrease, and future planned products could be 
blemished (Marais & Schutte, 2010: 106). A business disclosing its ideas 
or inviting other businesses into its innovation process is often seen as a 
weakness. 

IP protection occurs in various places within the innovation value 
chain. When new inventions and new useful business processes and
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improvements are brought about, patents are to be registered therefore 
giving the inventor exclusive rights to the new invention. The marketing 
department also needs to consider IP protection of new slogans, names, 
brochures, logos and jingles through trademarks and copyrights. The 
various agreements and processes such as contractual forms, PowerPoint 
slides, new methodologies, employee handbooks and training materials 
are also to be protected through copyright and trade secrets. Other 
administrative and informative systems should also be protected. These 
include website designs, computer software and codes as well as internet 
domain names (Barringer & Ireland, 2010). 
Throughout the innovation value chain, the idea generator and owner 

of the prototype may choose to sell their IP or license it to the business 
wishing to commercialise the new product or service. 
Figure 10.6 serves to illustrate the entire innovation value chain from 

idea generation to idea diffusion as well as the supporting activities 
necessary for the success of the innovation value chain.

10.4 Chapter Summary 

For developing countries to attain industrial and economic growth, 
entrepreneurship and innovation should be at the forefront of the 
country’s priorities. This is because there is a direct relationship between 
the level of early-stage entrepreneurial activity and per capita income 
across a range of economies. 

Entrepreneurship through innovation, however, does not happen 
overnight but instead is an extensive process. This process of taking ideas 
to market through commercialisation is referred to as the innovation 
value chain. Although the innovation value chain may differ from busi-
ness to business, it is a sequential three-phase process starting from idea 
generation, idea conversion and then idea diffusion. Within these three 
phases are various activities that need to be undertaken. 

During the first phase, ideas are generated through the various sources 
of innovation and are screened and selected according to set. Through 
Open Innovation ideas may be obtained from external role players. The
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second phase comprises defining the concepts in order to develop proto-
types that serve as tools that will used to analyse the business model. 
Joint technology and product development takes place through Open 
Innovation in the second phase. In the last phase, prototypes are tested 
and further developed. These prototypes are then manufactured and later 
launched into the market. With Open Innovation, equipment for manu-
facturing may be shared and products may be co-branded for increased 
access into new markets. Commercialisation is the main objective of 
the innovation value chain. It refers to successfully converting an idea 
into an invention and later an innovation by introducing the product 
into the market. Open Innovation Accelerators such as The Innovation 
Hub Open Innovation Solution Exchange, should have the capabil-
ities of ensuring the increase in commercialisation through ensuring 
collaboration in various parts of the innovation value chain. 

It is also imperative that the phases within the innovation value chain 
are supported. The various marketing components such as considering 
the target market, building the brand and how the new innovation will 
be introduced to the market should be taken into consideration. The 
entrepreneur as well as the business seeking the solution should consider 
the different sources of innovation funding. These include the economic 
principle (bootstrapping), government funders, angel investors, venture 
capitalists and commercial banks. 
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11 
Empirical Analysis of the Impact 
of Institutions on Innovative 

Entrepreneurship in Sub-Saharan African 
Countries 

Muftau Olaiya Olarinde and Shehu Auta 

11.1 Introduction 

Achieving an appreciable level of development in any economy requires 
the presence of a vibrant entrepreneurship which is a major driver of 
structural transformation and economic development (Acs et al., 2012; 
Audretsch & Keilbach, 2004, 2008; Castano et al., 2015; Minniti, 
2008). It is, however, not surprising that in the twenty-first century, 
policy makers in most countries have now directed public policy 
measures away from direct government provision of employment towards 
the promotion of entrepreneurial activities (Shane, 2009). This is because 
encouraging entrepreneurial activities has the ability for improving 
economic development (Baumol & Strom, 2007; Bjornskov & Foss, 
2013; Estrin et al.,  2013). Authors such as Reynolds et al. (1999) 
have broadly categorized entrepreneurship into two types: opportunity
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entrepreneurship (arising from the discovery or innovation of new busi-
ness ideas) and necessity entrepreneurship (arising from limited job 
opportunities and harsh economic realities). 

Most importantly, innovative entrepreneurs have been adjudged to 
be the engines behind structural transformation. As such, there is a 
broad agreement among development economists on the role played by 
innovative entrepreneurship in structural transformation of economy for 
sustained economic development (Cararro & Karfakis, 2018). Focusing 
on innovative entrepreneurship as a promoter of the process of structural 
transformation, Porter et al. (2002) stated that innovative entrepreneur-
ship plays different roles across three stages of structural economic 
transformation process (factor-driven-stage, an efficiency-driven-stage 
and innovative-driven-stage) and across the groups of countries. Building 
upon this, Acs and Naude (2013) looked at the link between struc-
tural economic transformation and innovative entrepreneurship. They 
confirmed that; in the earlier stages (factor-driven-stage) of structural 
economic transformation, the level of innovative entrepreneurial activity 
is low accounting for not more than 5% of economic activities. But it 
rises to 10% in the efficient-driven-stage and 30% in the innovative-
driven-stage. Also, moving onward through the stages, the importance 
of knowledge accumulation and absorption increases. 

However, UNECA (2016) concludes that strong institutions are 
fundamental prerequisites for a successful achievement of increased 
entrepreneurial activities and economic development in Sub-Saharan 
African (SSA) countries. While most of the developed countries record 
or display a higher score of institutional quality, developing countries 
ranked very poor in term of institutional quality (Aidis et al., 2008; 
Drury et al., 2006; Houssa & Megarsa, 2017; Mauro,  1995). There-
fore, institutional quality plays a very important role in providing a stable 
macroeconomic environment necessary for the growth of entrepreneurial 
activities, as well as facilitating reallocation of resources across sectors 
that are required for smooth and faster structural transformation and 
economic development in Sub-Saharan African countries. 
The tent of conventional wisdom on strong institutional quality 

implies market-oriented reforms, effective checks and balances, adequate
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regulatory/legal framework and strong enforcement mechanisms are crit-
ical factors towards efficient and effective growth of entrepreneurial 
activity and resource reallocation necessary for structural transforma-
tion and economic development. Strong institutional quality encour-
ages physical and human capital accumulation through technological 
improvement, increased investments and lowering of transaction costs. 
On the other hand, weak institutional quality discourages local/foreign 
research and development (R&D) implementation, contributes to lock 
resources in low-productivity sectors and struggles to manage Foreign 
Direct Investment (FDI) (Aron, 2000; Houssa & Megarsa, 2017). 
Hence, strong institutional quality will help countries to move resources 
from sectors where they have lower comparative advantage to sectors 
with higher comparative advantage and positively influence innovative 
entrepreneurship. 
Therefore, to achieve the desired level of economic development 

through innovative entrepreneurship, the significant roles of institu-
tions (formal and informal) cannot be left out. The strength of these 
institutions determines to a large extent, the nature and quality of 
entrepreneurial activities that will take place in any given environment. 
These institutions could be legal, social, political, economic and cultural 
(value-based) in nature. They specify the rules of the game, in terms of 
how entrepreneurs should carry out their business activities, lower the 
cost of doing business, instilling confidence in an entrepreneur that is 
investing is secure, among others (North, 1990). The structural trans-
formation of any economy, particularly the developing countries where 
lack of capital constraints for investment capital goods depends on the 
growth of entrepreneurship that requires a sound, efficient and effective 
environment to flourish. However, providing an enabling and conducive 
environment for a successful structural transformation and entrepreneur-
ship development depends on strong institutions. Disappointedly, Sub-
Saharan African countries’ institutions are mostly ineffective in providing 
the required environment necessary for the growth of entrepreneurship. 
There are a number of studies that have investigated the impact of 

institutions on growth of entrepreneurship across the world (Amoros & 
Stenholm, 2014; Crnogayi & Hojnik, 2016; Castono et al., 2015; Fuen-
telsaz et al., 2015; Kocenda & Karen, 2017; Salihu & Yusuf, 2015;
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Hussein, 2019 among others). In the case of Hussein, 2019, the  study  
does not specifically focus on Sub-Sahara Africa while Salihu and Yusuf 
(2015) only include ten selected emerging and developing countries 
covering the periods 2004 to 2012. This study differs from the existing 
studies by examining the relationship between innovative entrepreneur-
ship and institutional quality in Sub-Sahara Africa based 2SLS with year 
fixed effects. Generally, choice of becoming an entreprenuer is predi-
cated upon the economic structure and entrepreneurs’ environment and/ 
or circumstances that motivate them to go into a particular type of 
entrepreneurial activity, rather than taking up a paid job. These factors 
cannot be looked at in isolation of population, institutions and the 
environment entrepreneurs find themselves (Mendez-Picazo et al., 2012; 
Shane & Venkataram, 2000). It is in line with these factors that this 
study attempts to look at the role of institutional quality as its affects the 
growth of opportunity entrepreneurship in twenty selected Sub-Saharan 
African countries using “institutional theory” propounded by North 
(1990) as its main theoretical framework. 

Conceptual and Literature Reviews 

Institution has been conceptualized to be constraints which guide 
conducts and behaviors of economic agents. Hodgson (2006) defines  
institutions as systems of established and prevalent social rules that struc-
ture social interaction, hence institutions in this sense are a habit that 
exists and known in the society as people interact with one another. This 
view concurred with Veblen (1919) who conceptualizes institutions as 
“settled habits of thought common to the generality of men”. 

Looking at the concepts of institutions from the perspective of social 
relationships, institutions are seen as persistent systems of established 
as well as entrenched social rules that program and guide social inter-
actions towards achieving a common goal (Olarinde, 2015). However, 
the concept of institutions to be conceived as only a social rule was 
modified, and is now seen in a broader perspective. For instance, North 
(1990) defined institutions as rules of the game in a society, or more 
formally the humanly devised constraints that shape human interaction.
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In consequence, they structure incentives in human exchange, whether 
political, social or economic. This definition is wider in scope and more 
encompassing than the earlier view. This is because North’s definition of 
institutions entails the earlier views of established or settled “social rules” 
in the society that aim at achieving a common or societal goal. Also, the 
definition captured the view that institutions provide incentives (posi-
tive and negative) in any political, social and economic settings. By this, 
institutions in modern societies specify the rules of the game on how 
economic actors behave and define incentives for such economic activi-
ties (Acemoglu et al., 2000). Modern societies are a rich web of formal 
(law and regulation) and informal (culture norms) institutions that differ 
greatly (Henredson & Johnson; 2010). A properly designed rule of the 
game either formal or informal that is religiously implemented, obeyed 
and followed by all will result in the existence of strong formal institu-
tions necessary for entrepreneurial activity and structural transformation. 
Hence, institutions must be part of a country’s production function for 
the growth of entrepreneurial activity and for structural transformation 
to occur (Charles, 1995). 

Entrepreneurship is the state of being an entrepreneur (Ibru, 2007). 
An entrepreneur is an individual who owns, organizes and manages a 
business and in so doing, assumes the risk of either making a profit or 
losing the investment. Entrepreneurship is often approached as a cata-
lyst and caretaker of national and regional economies. It is seen as the 
privileged road to enhance the creation of new jobs and increase GDP 
(Parker, 2000). The OECD (1998) is of the view that as more countries 
move towards fostering entrepreneurship, the evidence is mounting that 
implemented comprehensively, entrepreneurship policies represent an 
effective response for countries wanting to strengthen their adaptability 
and improve their economy’s ability to create jobs. 
Therefore, entrepreneurial activities have a positive connection to 

economic transformation through the creation of innovation. This posi-
tive link between entrepreneurship and economic transformation has 
undoubtedly been established since the early works of Schumpeter 
(1911). According to Schumpeter (1934), entrepreneurship is about 
innovation, and as entrepreneurs introduce new combinations of factors 
of production, the level of economic transformation increases. This
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positive effect is due to their skills and their ability to innovate. For 
instance, Belthelt (2001) asserted that entrepreneurs find new combi-
nations of existing assets, new niches and market needs, which enables 
entrepreneurs to efficiently raise productivity. Also, Acs and Audretsch 
(1990) are of the view that entrepreneurship increases economic trans-
formation and diversity, new network creation, cooperation, provides a 
more fluid information exchange and introduces important innovations 
by entering markets with new products or production processes. Though 
innovation is a key trait of entrepreneurship, it is not the only trait. 

Basically, there are two major types of entrepreneurship in the liter-
ature, the necessity and the innovative entrepreneurship. The necessity 
entrepreneurship is associated with the Austrian school of economics led 
by Kirzner (1973). The school is of the view that the entrepreneur’s main 
function in the society is to serve as an arbitrage. Kirzner (1973) further  
argued that markets are perfectly constructed where the entrepreneur is 
expected to exploit the gaps that exist between and within the market. 
Thus, an entrepreneur only discovers the price gaps that exist and act 
on that margin to close the gap. This notion of entrepreneurship is that 
of necessity type of entrepreneurship. However, Schumpeter’s notion of 
entrepreneurship is that an entrepreneur is an innovator rather than an 
arbitraged. He rejected that markets are perfectly competitive constructs, 
but markets are rather dynamic processes driven by creative skills (new 
combination). Hence, entrepreneurs channel the means of production 
into previously unexploited markets and attract followers into these 
new markets. Therefore, entrepreneurship is about being innovative as 
it involves the ability to break away from routine, overhaul existing 
structures and move the system away from the ever-circular flow of 
equilibrium (Duguet, 2004; Schumpeter,  1961). 

Schumpeter (1934) emphasized that economic development processes 
could be divided into three distinct stages. The first stage is the technical 
discovery stage of new things or new ways of doing things (invention 
stage). The second stage is the successful commercialization of a new 
good or service stemming from technical discovery or a new combi-
nation of knowledge (innovation stage) while the third is concerned 
with the adoption and diffusion of new products or processes of the 
market (imitation stages). Therefore, the concept of innovation and
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entrepreneurship are closely connected to one another. Entrepreneurs 
disrupt market equilibrium by introducing new product combinations 
into a market that meets the dynamic needs of consumers and the envi-
ronment, as well as crowd out less productive firms as the innovations 
advance the production frontier (GEM, 2018). 

Drawing from the perspective of the Austrian school of economics and 
Schumpeter (1934) views of an entrepreneur, an entrepreneur identifies 
and discovers previously unexploited profit opportunities and moves the 
economy to an economically and /or technologically efficient production 
point. Also, the entrepreneurial processes shift the production possibility 
frontier outwards in its discovery of improved technology, leading to 
increased productivity and thus, structural economic transformation. 
Studies have established a linkage between innovative entrepreneur-

ship and institutions. For example, Salihu and Yusuf (2015) exam-
ined the linkage between institutions, innovative entrepreneurship and 
economic growth in ten selected emerging and developing countries 
covering the periods 2004 to 2012. The study used control of corrup-
tion and access to credit facilities as a proxy for informal institution 
and formal institution respectively, while entrepreneurs that were moti-
vated to pursue perceived business opportunities was used as a proxy 
for innovative entrepreneurship. The results of the two-stage least square 
technique revealed that control of corruption is positive and highly 
significant at a one percent level. This implied that the perception about 
government’s effort at controlling petty and grand forms of corruption 
had a positive influence on innovative entrepreneurship. The result also 
indicated that confidence in one’s skills and abilities increases the level 
of innovative entrepreneurship while access to credit has an insignifi-
cant positive influence on innovative entrepreneurship. The insignificant 
impact of access to credit as a proxy for formal institutions might be due 
to the nature of the entrepreneurs that operate on a small scale, with less 
expertise in developing a proposal and keeping financial records that are 
require for loan acquisition. 

Hussein (2019) investigated the causality between institutions, inno-
vative and necessity entrepreneurship in factor-driven, efficiency-driven 
and innovative-driven countries both in the short run and long run,
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covering the periods 2005 to 2015. Physical property rights, intellec-
tual property right and international property right were used as proxies 
for institutions. Three-steps method was used while the panel Granger 
causality test was conducted to test the direction of causality among 
the series. The author found that in a factor-driven country, there was 
a unidirectional causality running from entrepreneurship to institutions 
in both the short run and long run, while in an efficiency-driven country, 
entrepreneurship equally causes institutions in the short run but in the 
long run institutions cause entrepreneurship. However, the study estab-
lished a bidirectional causality between institutions and entrepreneurship 
in the long run in innovative-driven economies. On average, it could be 
concluded that institution drives entrepreneurship activities regardless of 
the nature of the economies. 
Williams and Vorley (2017) investigated the effects of direct and indi-

rect informal institutions on performance of innovative entrepreneurial 
activities in 26 European countries over the periods of 2002 to 2009. 
Business environment and enterprise performance were used as proxies 
for informal institutions on the enterprise level. Random and fixed 
effects estimators were used to analyze the data. The result showed that 
there was a high correlation between innovative entrepreneurs in any 
country level with corruption perception index and moderately with 
cultural values. The author also showed that informal institutions had 
a positive statistically significant impact on the entrepreneur’s innovative 
behavior and that informal institutions could directly or indirectly affect 
entrepreneurial behavior. 

Fuentelsaz et al. (2015) analyzed and compared the influence that 
the formal institutions of a country had on the different types of 
entrepreneurship and their relative presence in 63 developed and devel-
oping countries over a period from 2005 to 2012. Using both fixed 
and random effect estimates to analyze dataset. The result showed that 
property rights, business freedom, labor freedom financial capital of 
formal institutions had positive effects on opportunity entrepreneur-
ship and negatively affected necessity entrepreneurship. They also found 
the presence of positive influences of greater business freedom, educa-
tional and financial freedom and the protection of property rights on the 
ratio of opportunity total entrepreneurship activity (TEA) and necessity
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total entrepreneurship activity (TEA). This supported the idea that poli-
cymakers should direct policies towards entrepreneurial activities with 
positive effects on economic transformation. 

Crnogaj and Hojnik (2016) examined the impact of institutional 
factors on early-staged entrepreneurial activity in light of 24 countries 
from factor-driven, efficiency-driven and innovative-driven nations over 
the periods 2006 and 2010. Political institutions were proxies of Govern-
ment spending, economic institutions were proxies of property right and 
social institutions were proxies of freedom from corruption. Ordinary 
Least Squares (OLS) and econometrics business methods were used to 
analyze data. The result showed that government spending had a signif-
icantly positive impact on early-staged entrepreneurial activity in both 
innovative and efficiency-driven countries. However, the study indicated 
a significantly positive impact on the early-stage entrepreneurial activity 
for property right and freedom from corruption in the innovative-driven 
countries but negative and not significant impacts in the efficiency-
driven countries. The study also revealed that cultural and social norms 
prevailing in the society had positive and significant impacts on the 
individual’s division for entrepreneurship. 
Kocenda and Karen (2017) analyzed institutional quality, GDP per 

capital and size of the economy on export sophistication entrepreneur-
ship based on a large panel dataset over the periods 2001 to 2005 
across 101 emerging and developing countries. Various estimation algo-
rithms were adopted to analyze datasets. The result revealed that weak 
institutional quality exhibited negative and significant effects on export 
sophistication entrepreneurship. Also GDP per capital and the size of the 
economy exhibited significant and positive effects on export sophistica-
tion. The authors also found that export sophistication entrepreneurship 
is path-dependent and stable even during major economic crises, espe-
cially for emerging and developing economies. 
Amoros and Stenholm (2014) investigated how the quality of insti-

tutions affected the necessity-based entrepreneurial activities in 89 
economies from both developing and developed countries over periods 
from 2001 to 2012. The percentage of the country’s adult popula-
tion involved in entrepreneurship was used as a proxy for necessity-
based entrepreneurship. Using voice of accountability, political stability,
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government effectiveness, regulatory quality, rule of law and control of 
corruption as proxies for institutional quality. Using pooled OLS regres-
sions on cross-sectional time series data for analyses. The result showed 
that all the qualities of institutional variables had significant and nega-
tive influences on necessity-based entrepreneurship. However, when two 
institutional variables were interacted one with a developed country and 
one with GDP. The result revealed a positive interactional effect between 
economic development and institutions. This implied that the nega-
tive effects were enhanced when the levels of economic development 
improved. 

Amoros (2009): examined the relationship between three types of 
entrepreneurial dynamics to different variables relating to the quality 
of institutions in a panel data of 60 developed and developing coun-
tries covering periods between 2002 and 2007. Using does who claimed 
to be driven by the recognition of a business opportunity as a proxy 
for opportunity entrepreneurship, the proportion of opportunity-driven 
undertakings as a proxy for improved entrepreneurship while creating 
new businesses as the best available option as proxies for necessity-
based entrepreneurship. Using voice of accountability, political stability, 
government effectiveness, regulatory quality, rule of law and control of 
corruption as proxies for institutional quality. Ordinary least squares 
(OLS) linear model and random fixed effects were adopted to analyze 
the dataset. The result revealed that the regulatory quality had a positive 
and not significant impact, rule of law had a negative and not signifi-
cant impact and government effectiveness had a negative and significant 
impact on opportunity entrepreneurship. The result further indicated 
a positive and significant impact of control of corruption and polit-
ical stability but negative and significant impact of rule of law and 
negative and not significant impact of regulatory quality on improved 
entrepreneurship. The result furthermore indicated a negative and signif-
icant impact of rule of law and government effectiveness however a 
positive and significant impact of regulatory quality on necessity-based 
entrepreneurship. This suggested that institutional quality had different 
economic implications on entrepreneurship across developed and devel-
oping countries.



11 Empirical Analysis of the Impact of Institutions … 289

Pathak (2016) examined the influence of informal institutions, on 
the extent of internationalization by early-staged entrepreneurial activ-
ities in 39 countries from 2001 to 2008. Performance orientation, 
self-expression and social desirability of entrepreneurship were used as 
proxies for informal institutions. Multi-level modeling techniques were 
used to analyze data. The result showed that high Performance orienta-
tion, high self-expression and low social desirability of entrepreneurship 
in the society had positively influenced the extent of internationalization 
by early-staged entrepreneurial activity. 
Williams and Vorley (2015) examined how changes to the institu-

tional environment impacted entrepreneurial activity in the crisis-hit 
region of Greece. The result revealed that changes to institutions had 
a negative impact on entrepreneurial activity, and the impact worsened 
in the midst of the crisis. 

Mauro (1995) on factors that impact entrepreneurs’ investment and 
development in 24 European countries over a period from 1960 to 1985. 
Using OLS and the two-stage least square (2SLS) method to analyze 
data, the result showed that corruption had a negative and significant 
impact on entrepreneurs’ investment rate, indicating that the quality of 
institutions has a significant influence on the growth of entrepreneurship. 

Examining the impact of other determinants of entrepreneurship 
growth, Castano et al. (2015) analyzed social, cultural and economic 
variables affecting entrepreneurship and entrepreneurs’ perception of 
opportunity using partial least square method for two groups of coun-
tries of European, Latin America and Caribbean. The authors found 
that innovation, openness, economic performance and economic policy 
measures have a positive influence on the growth of entrepreneurship. 
This effect was stronger in Latin American and Caribbean Countries 
when compared to European Countries. They also found that Countries 
with greater degrees of economic freedom, rule of law, high corrup-
tion control and education had significant increases in entrepreneurial 
activities. This was particularly true for most European economies. 

Assessing the impact of socio-economic factors on entrepreneurial 
activities in Cape Coast, Ghan Rotina, et al. (2017) used samples of 
181 entrepreneurs and adopted Partial least square (PLS) method as 
a technique of data analysis. The results revealed that the inflation
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rate, religion and lifestyles of entrepreneurs significantly influenced their 
entrepreneurial activities and performances. The result also confirmed 
that economic factors had strong and direct impacts on entrepreneurial 
activities in Cape Coast, Ghana. 

Muhsin and Serife (2016) examined the role of financial develop-
ment and institutional factors on entrepreneurship growth in seventeen 
emerging market economies over the periods 2004–2009. The study 
used control of corruption, political stability and corruption perception 
index as proxy for institutions, private sector credit as proxy for financial 
development and new registration per thousand people between the ages 
of 15 to 64 as proxy for entrepreneurship. The result indicated a positive 
and statistically significant relationship between financial development 
and entrepreneurship. The study also found a negative and statisti-
cally significant relationship between inflation and entrepreneurship. In 
addition, the result revealed a positive but not statistically significant 
relationship between institutions and entrepreneurship. 

11.2 Methodology 

Types and Sources of Data 

This study used secondary data to establish the impact of institution 
on innovative entrepreneurship and structural transformation in Sub-
Saharan Africa. To assess the validity of our hypotheses, we gathered 
a panel dataset comprising twenty (20) Sub-Saharan African coun-
tries for periods of 18 years, from 2001 to 2018. Data on innova-
tive entrepreneurship is obtained from the Global Entrepreneurship 
Monitor’s (GEM, 2019). The sectoral employment data was sourced 
from the World Development Indicators (WDI) of World Bank (2019). 
Data on economic, political and social institutions such as control of 
corruption, government stability, and law and order, were obtained from 
International Country Risk Guide (ICRG, 2019). Data on control vari-
ables (inflation rate, openness and financial development) were sourced 
from World Development Indicator (WDI) of World Bank (2019) and  
Doing business dataset.
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Model Specification 

We specified a system of four simultaneous equations to verify our 
hypotheses. 

More specifically, hypothesis (a) will be tested by estimating an 
entrepreneurial function in which the dependent variable I Eit  is 
expressed as: 

I Eit  = f (ecit  , poit  , scit  , cit  ) (11.1) 

where I Eit represents country i ’s endowment of innovative 
entrepreneurship at time t; ecit  , is a vector of economic institu-
tional factors such as law and order that influenced total entrepreneurial 
activities. poit  is a political institution factors, such as government 
stability, which are likely to positively impact entrepreneurship. scit  is 
a social institutions such as control of corruption, as in line with ICRG 
(2019). cit  is a vector of other controls that may influence innovative 
entrepreneurship, inflation rate, openness and financial development in 
an economy is an important factor that influences entrepreneurship. 

Variables Definitions and Measurement 

The variables captured in the specified model for this study are defined 
and measured as follows; 

Dependent variables 

This study has two independent variables, they are; 
Innovative Entrepreneurship: Innovative entrepreneurship 

(INENTP) is defined as a process which involves the deliberate appli-
cation of information, imagination and initiative in deriving greater or 
different values from resources. It also includes all processes by which 
new ideas are generated and converted into useful products (Duguet, 
2004). Innovative entrepreneurship is proxy by perceived opportunities 
of total entrepreneurial activity (TEA) source from GEM (2019). This
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indicator showed the percentage of entrepreneurs who claimed to be 
motivated to pursue perceived business opportunities. This is in line 
with the work of Salihu and Yusuf (2015) and Amoros (2009) 

Measures of Independent Variables 

One of the independent variables is the quality of institutions which is 
measured as an index source from political risk service (PRS) dataset of 
ICRG (2018). It takes a value between 0 and 6. The higher the score, the 
higher the quality of institutions. The variable is proxy by three different 
indicators, law and order, government stability and corruption. 

I. Law and order: It is an index that entails establishing and protecting 
property rights; facilitating transactions and permitting economic 
co-operation and organization (Olarinde, 2015) and is divided into 
two components. Law sub-component is measured based on the 
strength and impartiality of legal system, while the Order sub-
component is measured based on popular observance of the law, this 
is used as proxy for economic institutions. 

II. Government stability: Government stability is the assessment of the 
government’s ability to carry out its declared program(s) and its 
ability to stay in office for specified periods of time as enshrined in 
the constitution of the land without any interruption. It is measured 
on a 12-point risk rating score with 0 showing weak institutional 
quality while 12 indicating a strong quality of institution. However, 
this has been converted to a 6-point scale for ease of analysis. 
Government stability is used as a proxy for political institution. 

III. Corruption: social institutions are enduring patterns of attitudes, 
practices behaviors and relationships that are approved and preserved 
by societal norms and values with significant impacts on mans’ life 
(Abdulrahman, 2009). Corruption is a threat to both local and 
foreign investment because it distorts the economic and financial 
environment and reduces the efficiency of both government and 
businesses. It is measured as a 6-point risk rating score with 0
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equating to weak quality institutions and 6 strong institutional qual-
ities. Corruption as a proxy for social institution has been used in 
previous studies such as Mauro (1995). 

Control variables 

i. Inflation; to account for the impact of macroeconomic uncertainties, 
we consider an inflation-rate proxy by the ratio of nominal GDP to 
the ratio of price level. The data for inflation is sourced from the 
World Development Indicator dataset of the World Bank (2019). 
A situation of high level of uncertainty in the economy will result 
in inefficiency of the price mechanism and discourage firms from 
investing in high-risk projects with higher returns. Thus, a priori 
negative relationship is expected between inflation and innovative 
entrepreneurship. 

ii. Financial development; a well-evolved financial system aids the avail-
ability of funds for capital accumulation and new technologies from 
highly advanced economies to less developed ones. This is measured 
as the ratio of credit to private sector to GDP. The data for finan-
cial development is from the World Development Indicator dataset of 
the World Bank (2019). A positive relationship is expected between 
financial development and entrepreneurship. 

Method of Data Analysis and Estimation Procedures 

The systems of equations were estimated using ordinary least squares 
(OLS) and two-stage least squares (2SLS) on an unbalanced panel data 
of 20 countries that participated in GEM for the periods of 2001 to 
2018. Given the heterogeneous nature of the countries in our dataset, 
we may be concerned that certain socio-economic characteristics of the 
countries in our sample are correlated with omitted variables at the 
country’s levels. Thus, to reduce the risk of omitted variable bias, the 
study introduced country and year fixed effects, controlling for unob-
served time-constant heterogeneity at the country’s levels. The number
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of observations and the adjusted R2 of each equation are reported at the 
foot of each table. Also, given the possible threat of multi-collinearities 
among the main variables of interest, the study used standard errors that 
are robust to heteroscedasticity and multi-collinearities. Furthermore, the 
study computed the Hausmann specification test in order to compare 
the estimated coefficients of OLS and 2SLS. Where the result failed to 
reject the null hypothesis that there is no systematic difference in the 
coefficients of 2SLS and OLS. Thus, the study considered the 2SLS for 
the purpose of inference, since in the presence of simultaneity, the OLS 
estimator is biased (Woolridge, 2010). 

Hausmann Specification Test 

A test for simultaneity which was developed by Hausmann (1978) is  
essentially a test of whether an endogenous independent variable is corre-
lated with an error term. If it does correlate, the endogeneity problem 
exists, as such, an alternative to OLS must be found, but if it does not 
correlate, we can use OLS (Gujarati, 1995). To test for endogeneity, 
the study used Hausmann’s specification error test. We specified our 
null hypothesis that there is no simultaneity of our OLS coefficient, 
i.e., the correlation between endogenous independent variable and error 
term should be zero. Then, if we run the test and find that the test is 
statistically zero, that is, not significant, we conclude that there is no 
endogeneity problem but if statistically significant, hence endogeneity 
problem exists (Gujarati, 1995). 

If there is endogeneity, OLS estimators are not consistent. In the pres-
ence of endogeneity, the method of two-stage least squares (2SLS) and 
Instrumental Variables are the most common estimators that are consis-
tent and efficient. Therefore, the econometric solution to endogeneity is 
to use 2SLS method (Ersado, 2006). 

For Eq. (11.1), the study conducted a Hausmann test to compare the 
coefficient of OLS and that of 2SLS to know which of the techniques of 
data analysis is most robust for drawing an inference. Based on the chi-
square value of 0.91 and its associate probability value of 0.34 obtained 
from the Hausmann, the study failed to reject the null hypothesis that
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there is no systematic difference in the coefficients of 2SLS and OLS. 
Thus, the study considered the 2SLS for the purpose of inference, since 
in the presence of simultaneity, the OLS estimator is biased (Woolridge, 
2010). 

11.3 Results and Discussion 

This section of the study is divided into two parts: the presentation of 
inferential results and discussion of results on the impact of institutions 
on innovative entrepreneurship. 
The presentation of inferential statistics commences with the results 

of the estimated baseline Eq. 11.1 for the impacts of institutions and 
entrepreneurship using OLS and 2SLS as shown in Table 11.1.
From Table 11.1, the estimated OLS without year fixed effect results 

indicated that social institution proxy by control of corruption had 
a positive and significant influence on innovative entrepreneurship. 
However, estimating the model using OLS with year fixed effects indi-
cated that the coefficient of control of corruption is equally positive 
but insignificant. Using 2SLS technique, it was further confirmed that 
control of corruption has a positive and significant influence on inno-
vative entrepreneurship. However, estimating the model using 2SLS 
with year fixed effects control of corruption maintains its positive 
influence, however, the impact turns insignificant. This implied that 
improved efforts towards the control of corruption will boost inno-
vative entrepreneurial activity. This impact was only significant with 
OLS and 2SLS specification without year fixed effects because the fixed 
effect model controlled for time-invariant characteristics of the indi-
vidual entity and assessed the net effect of the predictors on the outcome 
variable. 

Estimating the impact of economic institutions using the OLS tech-
nique, the result revealed that law and order was positive and not 
significant without year fixed effect but negative and not significant with 
year fixed effects as shown in Models 1 and 2 respectively. However, using 
the 2SLS technique, it was found that law and order was positive and not 
significant with or without year fixed effects. This implies governmental
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Table 11.1 Institutions and innovative entrepreneurship 

(1) (2) (3) (4) 

VARIABLES OLS OLS 2SLS 2SLS 
Dependent 
Variable: 
Perceived 
opportunities 
(INENTP.) 

Corruption 5.4727** 2.2874 14.5321** 13.7396 
(2.5009) (3.5286) (7.3237) (8.6529) 

Law and order 1.1826 −0.8168 1.0257 0.4270 
(2.3498) (2.6931) (2.4481) (2.2952) 

Government 
stability 

−2.4826** −1.2282 −3.7198*** −3.9214** 

(1.0616) (1.7299) (1.3238) (1.8971) 
Financial 
development 

−0.2660*** −0.2269*** −0.3025*** −.2834*** 

(0.0292) (0.0346) (0.0453) (0.0533) 
Inflation 0.2734** 0.3265 0.3041* 0.3159 

(0.1275) (0.1953) (0.1554) (0.2010) 
Year fixed effect NO YES NO YES 
Observations 77 77 77 77 
R-squared 0.546 0.676 0.497 0.622 

Robust standard errors in parentheses 
***p < 0.01,**p < 0.05,*p < 0.1 
Source Computed by the Author using Stata Version 14.0

effort at maintaining law and order has the potential of increasing level 
of innovative entrepreneurship; however this result was not significant 
for the countries under study. 

Furthermore, the result of the impact of political institutions revealed 
that the coefficient of government stability was negative and significant at 
5% level without year fixed effects and negative and not significant with 
year fixed effects as shown in Table 4.3, Models (1) and (2) respectively. A 
further look at Table 11.1, Models (3) and (4) revealed that government 
stability exerts a significant negative influence on the level of innovative 
entrepreneurship at 1% and 5% respectively. This suggests that unstable 
polity will hinder entrepreneurial activities and as such discourage more 
innovative entrepreneurs.
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Examining the behaviors of other variables used as control variables, 
it was revealed that financial development is negative and highly signif-
icant at a 1% level with or without year fixed effects and using both 
OLS and 2SLS estimators. This suggested that financial development is 
harmful to the innovative entrepreneurship. This might be predicated on 
high-borrowing rate being charged by most of the financial institutions. 
Also, macroeconomic uncertainties in developing countries (in particular 
Sub-Saharan African region) discourages saving and may generate some 
levels of mistrust in the financial system, which could lead to weak finan-
cial to support entrepreneurial ideas based on knowledge or innovation. 
Also, it was confirmed that the coefficient of inflation using the OLS 
specification was positive and significant at a 5% level without year fixed 
effects, and positively insignificant with year fixed effects. However, the 
results in Table 11.1, Models (3) and (4) indicate that the coefficient of 
inflation is positive and marginally significant at 10% without year fixed 
effects, and positive and not significant with year fixed effects using 2SLS 
specification. This implies that persistent increase in prices of goods and 
services will boost business profitability and encourage more innovative 
entrepreneurship activities. 

Discussion of Results 

On the impact of institutions and entrepreneurship development, the 
result indicated that institutions significantly encouraged entrepreneur-
ship development in Sub-Saharan African countries. As presented in 
Table 11.1, the coefficients of control of corruption are positive and 
significant at a 5% level. This result is in conformity with theoretical 
assertions that most countries of the world especially the developing 
countries located within Sub-Saharan Africa perceive corruption as a 
major threat to entrepreneurship development. This assertion can be 
supported by the efforts of many governments in Sub-Saharan African 
countries towards the establishment of anti-corruption agencies to fight 
all forms of corruption. This finding is in tandem with that of Salihu 
and Yusuf (2015), Williams and Vorley (2017) and others but contradict 
the work of Mauro  (1995). Also, the positive and insignificant influence
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of law and order indicates the existence of a weak economic institution 
in Sub-Saharan African countries. It needs to be noted that a strong 
economic institution implies the existence of strong property rights that 
make a country a safe haven for investment and innovative ideas. This 
finding is in line with the findings of Amoros (2009), but contradicts the 
work of Castano et al. (2015), Crnogaj and Hojnik (2016) and Rotina, 
et al. (2017). 
Further in the result, the coefficient of government stability is nega-

tive and statistically significant at a 1% level. This empirical finding 
concurred with the findings of Amoros and Stenholm (2014), however, 
in conflict with that of Fuentelsaz et al. (2015). Although most of the 
Sub-Saharan African countries have enjoyed uninterrupted democracy 
over a long period of time, evidences have shown that changes in the 
mantle of leadership in the region always come along with changes in 
government policies and focus, resulting in policy inconsistencies. There-
fore, lack of continuity of policy in the region may be alluded to this 
result. The result of the impact of financial development which revealed 
a significant negative impact on innovative entrepreneurs contradicts the 
empirical finding by Muhsin and Serife (2016). 
Finally, the coefficient of inflation was positive and significant at a 

10% level in line with Rotina et al. (2017) but contradicts that of 
Muhsin and Serife (2016). The result also provides an empirical support 
for the inflation hypothesis which hypothesize that persistent increase in 
price level has the tendency of increasing business profitability, thereby 
encouraging more entrepreneur to venture into the business with new 
innovation and knowledge. That will lead to an overall increase in the 
entrepreneurial activity. 

11.4 Conclusion and Policy Implication 

The study examined how good institutions and innovative entrepreneur-
ship interact with one another to enhance economic development using 
an unbalanced panel data of twenty (20) Sub-Saharan African coun-
tries. We empirically examioned the importance of good institutions in 
influencing innovative entrepreneurship. Given the heterogeneous nature
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of Sub-Saharan African regions, the study applied year fixed effects to 
control for unobserved time-constant heterogeneity at country levels, 
while Hausmann’s specification error test was used to diagnose the pres-
ence of endogeneity. To achieve the objective, the study adopted the 
ordinary least square (OLS) and the two-square least square (2SLS) esti-
mation techniques. The major finding of this study was that Institution 
has a statistically significant impact on innovative entrepreneurship in 
Sub-Saharan African countries. This result provided evidence that strong 
institutions, especially those that seek to control corruption, maintain 
law and order and ensure government stability will positively impact on 
entrepreneurial activities in Sub-Saharan Africa. 

From the study, it was established that political institution has a 
negative impact on innovative entrepreneurship in the regions. The 
implication of this result is that policy and reforms embarked upon 
by the various governments to provide an enabling environment for 
entrepreneurial activities to flourish have been ineffective. For instance, 
due to lack of continuity of policy in the region, various programs 
like N-power, Young Entrepreneurship Training Programme (YETP), 
Global Entrepreneurship Network (GEN) and others introduced in 
Nigeria aimed at empowering youths with entrepreneurship skills in Sub-
Saharan African countries only produced a marginal improvement in 
terms of creation of more innovative entrepreneurs due to lack of sustain-
ability. Therefore, Sub-Saharan African countries seeking to encourage 
entrepreneurial activities should ensure that there is a strong institutional 
structure capable of reducing corruption to its barest minimum, protect 
property rights and ensure continuity in policy implementation. In order 
to address the negative impact of financial development on entrepreneur-
ship development, government in SSA should introduce financial policy 
that will further improve the financial capacity of financial institutions 
and make financial services easily accessible for entrepreneurs. 

Lastly, many empirical issues remain to be resolved. First, we may 
seek to improve our analyses by extending the dataset to include more 
countries and additional institutional factors that are likely to impact 
innovative entrepreneurship. Indeed, with a large sample size and addi-
tional control variables, it is likely we obtain more precise estimators 
that allow for a dynamic analysis of the effects of institutions and
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entrepreneurship. Also, to reduce the risk of omitted variables, including 
time-varying country-level changes, complicate causal identification, we 
could seek to gather country-level data. Such micro-empirical analyses 
are needed to illuminate precise causal channels and design more effective 
policy responses that are country specific. However, the real challenge in 
this task lies in getting the appropriate country-level data. 
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Microfinance as a Vehicle for Zero Poverty 

and Gender Equality in Nigeria 

Damian Kalu Ude 

12.1 Introduction 

The overall lack of access to factors of production, especially capital, 
among the populace in less developed nations may make it difficult to 
achieve sustainable development goals. This restricts people’s capacity for 
entrepreneurship, particularly the poor. As a result, lost are possible work 
chances as well as household prospects for increasing wealth and income. 
One strategy used to solve this issue is microcredit. Its development is a 
reflection of the failings of the credit markets, particularly in the offi-
cial financial sector. As a result, the focus has shifted from the traditional 
banking industry to microfinance, which combines credit and savings. 
This implies that alternative financial services, other than loans, may
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contribute to enhancing the welfare of the underprivileged, particularly 
women (Vonderlack & Schreiner, 2021). 

So, as a response to the state-led and mainstream formal financial 
system’s failure to reach the poor, who were not perceived as bankable 
clients due to information asymmetry and risk perceptions, microfi-
nance institutions (MFIs) have formed in many countries. It is generally 
acknowledged that MFI programs can help low-income entrepreneurs 
grow their businesses and boost their level of living while also making up 
for some of the shortcomings in emerging capital markets. The notion 
that microfinance support programs can encourage the success of female 
entrepreneurs who might not have access to other types of help is partic-
ularly intriguing. Microfinance activities take many different forms in 
Nigeria and are deeply ingrained in the culture of the populace. Microfi-
nance initiatives by nongovernmental organizations have also grown. The 
Nigerian government launched a Microfinance Policy in 2005, which 
offers a framework for regulation and supervision (Central Bank of 
Nigeria, 2005). The policy includes eliminating the gender gap in access 
to financial services as one of its goals. 

Focusing on the underprivileged, microfinance institutions (MFIs) 
have a strong track record in a number of developing nations, including 
Tanzania, Ghana, South Africa, and Bangladesh (Ogwu, 2008). Women 
and the impoverished are two groups in Nigeria that need financial 
services to expand their enterprises and enhance their standard of living 
(Ogwu, 2008). They could significantly contribute to the country’s 
economic development, financial inclusion, and efforts to reduce poverty 
if given more power (Ogwu, 2008). Due to this, these microfinance 
service providers are required by law to offer microcredits to the impov-
erished who are actively seeking employment and who are not typically 
served by traditional banks. Microfinance institutions, like other finan-
cial service providers, give loans to women and the disadvantaged to 
assist them in financing agricultural initiatives like raising chickens, 
producing food and other animals, etc. The rural populace, impoverished 
households, and small business owners should also have access to their 
fundamental financial needs in order to help them transition from subsis-
tence living to future planning, investing in better nutrition, health, 
children’s education, and wealth development. Because of their low levels
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of literacy and inability to furnish the necessary collateral, among other 
reasons, traditional financial institutions deny access to financial services 
to women and the poor. Noting that a well-run microfinance institu-
tion that effectively meets the population’s capital needs could have a 
multiplier effect on the country’s economic well-being may be stating 
the obvious. 

So, as a response to the state-led and mainstream formal financial 
system’s failure to reach the poor, who were not perceived as bankable 
clients due to information asymmetry and risk perceptions, microfi-
nance institutions (MFIs) have formed in many countries. It is generally 
acknowledged that MFI programs can help low-income entrepreneurs 
grow their businesses and boost their level of living while also making 
up for some of the shortcomings in emerging capital markets. The 
potential for microfinance support programs to encourage the success 
of female entrepreneurs who may not have access to other types of help 
is particularly intriguing (AIMS, 1997). 
Women who are micro and small business owners are increasingly 

being targeted by microfinance programs. Access to microloans is 
thought to be a requirement for eradicating poverty, promoting gender 
equality, and thus, empowering women. Poor women are beginning to 
attract the attention of traditional financial institutions as it becomes 
more widely acknowledged that they make better borrowers (Inno-
cent & Elizabeth, 2013). The Nigerian government decided to replicate 
the microfinance scheme in Nigeria as a strategy for poverty reduction 
in 2005 as a result of the introduction of Microfinance Institutions 
(MFIs) in various Asian countries and the subsequent impact of the 
plan on poverty reduction. According to Awojobi (2014), who looked 
at the effects of MFIs in Nigeria, clients of MFIs benefited from micro-
credit in the areas of income, employment, and household well-being. 
However, despite the shown benefits of offering microfinance services to 
the underprivileged and female entrepreneurs, there is still a significant 
obstacle preventing them from doing so. In order to eliminate poverty 
and promote gender equality, this study aims to identify and analyze the 
barriers that prevent women entrepreneurs and poor people in Nigeria
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from accessing microfinance. It also explores the effects that microfi-
nance banks have on these goals by making it easier for people to access 
microfinance services. 

12.2 Literature Review 

Financial experts have emphasized that by making credit facilities acces-
sible, the poor will be able to use them to escape the cycle of poverty. 
This hypothesis’ main conclusion is that poor people can use loans they 
get from MFIs to improve their lives. For instance, when a female MFI 
client received a loan, she used it to grow her business. As a result, she will 
be able to support her family with the money generated by the growth 
of her firm. Some critics, however, have criticized the loans given to 
MFI clients because they force them to owe money to the MFIs. The 
main goal of MFIs is to increase the poor’s access to credit by providing 
them with credit facilities. According to Taha (2012), microcredit to 
MFI clients has three effects on them: material welfare, social welfare, 
and women’s empowerment. (Chowdhury et al., 2004; Mustafa,  2011) 
concur that customers who use microcredit can increase their income, 
expand their asset base, and secure employment. According to Mawa 
(2008), there is empirical support for the idea that microcredit helps the 
poor gain skills and start their own businesses so they may make money. 
Two theories about poverty and two theories about money are perti-

nent to this investigation. These include the cyclical interdependency 
poverty theory, the demand-following and supply-leading hypotheses, 
and the poverty theories of economic, political, and social distortion. 
These will all be covered in the paragraph that follows. 

(i) Economic, Political, and Social Distortion Poverty Theory 

This theory looks at the economic and political structures that allow 
people to have insufficient means to live fulfilling lives rather than the 
reasons of poverty as being personal. Karl Marx attributed capitalism’s 
creation of a “reserve army of the unemployed” as a means of lowering 
wages in this context. The economic system is set up in such a way
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that poor individuals who have the abilities and knowledge to work 
are not carried along with the economic system, according to pertinent 
literature. The difficulty of the working poor in obtaining better employ-
ment has been attributed to a pay issue connected to a structural barrier 
prohibiting the poor from obtaining better employment, made more 
difficult by a lack of employment options and a lack of economic growth 
(Tobin, 1994). 

(ii) Cyclical Interdependency Poverty Theory 

According to this idea, which was created by Myrdal in 1957, the 
relationship between the person and the community might result in the 
underdevelopment of the community if people are jobless in the commu-
nity, reducing tax, consumption, savings, and income. Since fewer people 
are paying taxes, the community suffers as a result of people’s loss 
of ability to engage in the economy. Once the cycle has peaked, the 
interconnection of the causes that cause poverty begins to emerge. 

(iii) Demand-Following and Supply-Lending Hypothesis 

The supply-lending theory deals with the circumstance when finan-
cial institutions are located in some location before the demand for their 
services is taken into consideration, whereas the demand-following finan-
cial theory is a sort of financial development that stimulates the economy 
favorably (Taiwo, 2012). Effective economic development requires the 
availability of financing facilities for the purchase of capital goods. 
According to Taiwo, the efficient financial institutions that the financial 
system offers make the supply-lending and demand-following financial 
theories pertinent for development. Both ideas were founded on the 
same principles as microfinance in Nigeria. The provision of financial 
services to the underprivileged is one of MFIs’ goals in Nigeria. This is 
a direct response to the supply-lending finance theory, which advocated 
the establishment of MFIs in rural areas to increase access to credit for 
people who live in rural areas. Contrarily, the majority of microfinance 
banks in Nigeria are situated in urban areas with pre-existing financial 
institutions, which is the position predicted by economic theory.
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(iv) Financial Liberalization or Repression Hypothesis 

As one of the requirements for developing countries under the 
International Monetary Fund’s (IMF) Structural Adjustment Programs, 
governments of developing countries decided to liberalize their finan-
cial systems in the 1980s (SAP). The goal was for the government to 
switch from a socialist to a market-based economy. The primary goal 
of financial liberalization is to implement the Washington Consensus’s 
agenda, which includes the privatization of public banks, the abolition 
of credit controls, the easing of restrictions on the private sector’s access 
to domestic financial markets, and capital account liberalization. Shaw 
(1971) argues that financial liberalization makes money available in the 
financial markets, paving the way for economic growth, whereas finan-
cial repression has a detrimental effect on the economy (Shaw, 1971). In 
Nigeria, the financial industry was liberalized in the 1980s and 2000s, 
which resulted in an increase in financial institutions and unethical busi-
ness practices. In 2010 and 2004, the CBN, respectively, liquidated 224 
MFIs and 60 commercial banks. However, the supply-lending finance 
hypothesis and the dependency of poverty on a cyclical basis form the 
basis of this study. The reason for this is that only through creating 
microfinance banks in rural areas can poor rural residents have access 
to financial services, which is how MFIs can truly break the cycle of 
poverty. 
What is Microfinance? Microfinance, according to CBN (2005), 

entails offering services to the underprivileged who are typically unmet 
by regular financial institutions. Additionally, microfinance is the 
delivery of a relatively limited range of financial services to the underpriv-
ileged in order to assist them in seizing new possibilities and engaging 
in profitable endeavors. Additionally, microcredit is defined as initia-
tives aimed at providing very poor individuals with tiny loans for 
self-employment ventures that generate money, allowing them to take 
care of themselves and their family. The Summit confirms that different 
countries have their own definitions of microcredit. For instance, size, 
which indicates that loans are micro or very small in size, target users, 
which refer to micro-entrepreneurs and low-income households, and
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utilization, which indicates the use of funds for income generation, enter-
prise development, as well as for community use (provision of health/ 
education facilities), are some of the defining criteria applied. Others 
are terms and conditions, which suggests that the majority of terms 
and conditions for microcredit loans are adaptable, simple to grasp, and 
appropriate to the local circumstances of the community. 

In Nigeria, women-owned enterprises were shown to be positively 
and significantly influenced by the number of female account holders, 
financial institution accounts in rural areas, grants or loans to start-up 
firms, rural areas, and household size, according to Ukwueze (2022). 
According to Onuka (2021), understanding the contribution that micro-
credit makes to the informal economy and the reduction of poverty is 
a crucial first step in formulating an effective microcredit policy that 
includes the main stakeholders. Even though Eton et al. (2020) show  
that microcredits cause long-term indebtedness among the rural poor, 
households lack the skills necessary to manage their finances, which 
suggests that more financial services would help reduce poverty and 
educate households on how to use financial credit. 

Evidence from the literature demonstrates that good credit helps 
entrepreneurs perform, which lowers poverty. Gatewood and colleagues 
(2004), Kuzilwa (2005), Lakwo (2007), Martins (2009), Ojo (2009), 
and Peter (2011). Improvements in income, output, investment, employ-
ment, the welfare of the entrepreneurs, and a decrease in poverty 
are frequently witnessed as a result of this loan help for business 
owners, particularly women entrepreneurs (Kuzilwa, 2005; Lakwo,  2007; 
Martins, 2009, Peter, 2011). According to Jegede et al. (2011), among 
the many savings clubs and credit societies that can be found all over 
the world are the “Susus” of Ghana, “Chit Funds” in India, “Tandas” 
in Mexico, “Arisan” in Indonesia, “Cheetu” in Sri Lanka, “Tontines” in 
West Africa, and “Pasanaku” in Bolivia. In his own studies on “Credit 
for the Alleviation of Rural Poverty in Bangladesh” Hossain (1988) found 
that Grameen members who are poor and landless have an average house-
hold of 43% higher than marginal landowners. In their article “Impact 
of Microfinance on Poverty Alleviation in Nigeria: An Empirical Investi-
gation,” Jegede et al. (2011) cited Nwachukwu (2008) as saying that the 
major obstacles to microfinance in Nigeria include communication gaps
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and inadequate awareness, inadequate government support, inadequate 
donor funding, little focus on the financial sustainability of MFIs, a lack 
of sufficient loan or equity capital to increase loanable funds, and high 
transaction costs. 

12.3 Methodology and Data 

The contribution of microfinance banks will help Nigeria achieve gender 
equality and zero poverty, and these goals will be quantified by descrip-
tive statistics. The descriptive technique works well for enumerating 
specific traits in a sample. Easy comprehension of population behavior 
and condensed display of extensive population data are two of this instru-
ment of analysis’ benefits, according to Asad (2007). It will be used to 
compile the study’s information from the financial index data for Nigeria. 

Econometric Analysis of Zero Poverty and Gender 
Equality 

Aggregate data will be analyzed to evaluate whether economic factors 
and public policies (such as government social spending and finan-
cial development) have any empirical importance in explaining gender 
equality and zero poverty in Nigeria. The study seeks to identify the 
traits connected to poverty and gender in Nigeria by taking advantage 
of changes in poverty indices over time. The basic growth-poverty model 
proposed by Saruparia, (2014), as modified by Anyanwu, (2013), will 
be used in the study to estimate gender equality and zero poverty. The 
relationships that we aim to estimate may be expressed as: 
Model 1 (Zero poverty through microfinance) 

logPhct = θt + Ω1log(mct) + Ω2log(gt) + Ω3log(Ht) + εt (12.1) 

Model 2 (Gender equality through microfinance) 

log Fet = θt + Φ1 log(mct ) + Φ2 log(gt ) + Φ3 log(Ht) + vt 
(12.2)
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In the baseline specification, Phc  is the measure of poverty in Nigeria 
at time t (poverty headcount); and Fe  is the measure of gender equality, 
θi is a constant factor; Ω2 is the elasticity of poverty with respect to 
microfinance credit (mc ), Φ1 is the elasticity of gender equality with 
respect to microfinance credit (mc ); Ω2 is the “growth elasticity of 
poverty” with respect to real per capita GDP given by g ; Φ2, is the 
“growth elasticity of gender equality with respect to real per capita GDP 
given by g . H represents the vector of control variables, including finan-
cial deepening (findp), savings per capita (spc), interest rate (int), and  
ε and v are error terms that include errors in the poverty and gender 
equality measures. 
The dependent variable in Eq. (12.1), which is poverty, is the head-

count index of international poverty line at US$1.25 per day. The 
headcount measure is considerably the most commonly calculated and 
used poverty measure while the dependent variable in Eq. (12.2) is  
gender equality dummy. Thus, Eq. (12.2) is a linear probability model 
(LPM) while Eq. (12.1) is the basic growth–poverty model. 

12.4 Results and Discussion 

The result on Table 12.1 suggests that microfinance is a veritable tool for 
poverty eradication in Nigeria. The coefficient implies that an increase in 
microfinance credit accessibility by the micro, small and medium enter-
prises (MSMEs) including poor households would significantly reduce 
poverty to the tune of 56%. More so, gross domestic product per capita 
and saving per capita are very significant factors to eradicate poverty as 
suggested by the result of Table 12.1. However, financial deepening and 
interest rate have insignificant effect on poverty eradication in Nigeria. 
This is in line with the findings by Bertram et al. (2016) and  Onuka  
(2021).

From the given information in Table 12.2, it is easy to obtain the esti-
mates of the conditional probabilities of gender equality of the various 
categories. Thus, if we want to find the probability for gender equality, 
with access to microfinance credit, gross domestic product per capita, 
financial deepening, savings per capita, and with interest rate, we obtain
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Table 12.1 Impact of microfinance on poverty eradication in Nigeria 

Dependent Variable: LOG(PHC) 

Variable Coefficient Std. Error t-Statistic Prob 
C 4.541137 0.038029 119.4128 0.0000 
LOG(MC) −56.021514 7.002505 8.000210 0.0000 
LOG(GDPPC) −0.027381 0.008026 −3.411692 0.0019 
LOG(FINDP) 0.008860 0.018323 0.483516 0.6322 
LOG(SPC) −0.061529 0.012881 −4.776882 0.0000 
INT −0.001425 0.000957 −1.488627 0.1470

Table 12.2 Probability of gender equality with respect to microfinance in 
Nigeria 

Dependent Variable: FE (Gender equality) 

Variable Coefficient Std. Error t-Statistic Prob 

C 1.953232 0.528705 3.694371 0.0009 
LOG(MC) −0.188113 0.034827 −5.401416 0.0000 
LOG(GDPPC) −0.051230 0.111580 −0.459136 0.6494 
LOG(FINDP) 0.526653 0.254741 2.067403 0.0474 
LOG(SPC) −0.358310 0.179076 −2.000876 0.0545 
INT −0.007124 0.013311 −0.535218 0.5964

1.953232 −0.188113 −0.051230 + .526653 −0.358310 −0.007124 
= 0.875108. In other words, the probability of gender equality by 
women with the preceding characteristics is estimated to be about 87 
percent. However, gross domestic product and interest rate have an 
insignificant effect on gender equality in Nigeria. This conforms to the 
findings by Ukwueze (2022) and  Eton  et  al. (2020) (Fig.  12.1). 
The figure suggests that GDP growth rate (GDPGR) fluctuates with 

the changes in the savings rate per capita (spc). In 1981, savings per 
capita was 6.96 while GDP growth rate was −1.1. However, in 2009, 
when spc increased to 23.25, GDPGR also increased to 7.8.
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Fig. 12.1 Savings per capita and GDP growth rate in Nigeria (Data source The 
World Bank, World Development Indicators [2020])

Factors Constraining Access to Microfinance Services 
by Women Entrepreneurs in Nigeria 

Table 12.3 lists the varimax rotated factors limiting women business 
owners in Nigeria’s access to microfinance services. Based on the respon-
dents’ responses, four criteria were extracted. Only variables with an 
overlapping variance of 10% or above (Comrey, 1962) were included. 
Factors 1, 2, 3, and 4 were dubbed “Technical, Economic, Manage-
rial, and Social factors, respectively” based on the clustering of the data. 
Transportation expense (−0.475), lack of trust (−0.544), diverting funds 
(−0.464), short payback period (−0.649), loan aimed at certain enter-
prises (−0.587), and marital status were among the specific constraint 
variables under factor 1 (technical factor) (0.637). Protocol before 
obtaining a loan (0.478), high-interest rates on borrowing (−0.431), 
a small loan amount supplied (0.407), the requirement of collateral 
(0.505), the unwillingness of MFIs to lend to women entrepreneurs 
(0.592), and respondents’ marital status were loaded under the economic 
component. The time between application and loan collection (−0.524), 
the amount given as loan is discretionary (0.489), opening of account as 
a requirement for microcredit access (0.515), and the educational level of
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the entrepreneur were among the specific issues with high loading under 
managerial constraint (0.405). The biggest barriers cited by the business 
owners under “social issues” were distance (0.405), obtaining a guar-
antor (0.539), the fact that only those who are in business are receiving 
loans (0.592), and, finally, the fact that MFIs are receiving more appli-
cations than they can handle (0.531). These findings are comparable to 
those made for South-South Nigeria by Ifelunini and Wosowei (2013) 
(Fig. 12.2). 
The figure suggests that microfinance credit was relatively low till 

2003. However, as microfinance credit began to increase from 2005, 
poverty headcount in Nigeria remained relatively low (Fig. 12.3).
The figure suggests that in 1981 microfinance credit and poverty head-

count in Nigeria were 77.1 and 89.2 respectively. However, in 2001 
microfinance credit and poverty headcount in Nigeria were 86.5 and 
1314.00 respectively. This, however, could suggests that microfinance 
credit enhances poverty headcount reduction in Nigeria. 
Figure 12.4 suggests that in 1981 microfinance credit in Nigeria was 

89.2 m while it increased to 144.2 m in 1991. However, it increased 
to 1314.00 m, 50,928.3 m, and 190,490.05 in 2001, 2011, and 2017 
respectively (Fig. 12.5a and  b).
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Fig. 12.2 Microfinance credit and poverty headcount in Nigeria (Data source 
The World Bank, World Development Indicators [2020])
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Table 12.3 Factors constraining access to microfinance services by women and 
poor entrepreneurs in Nigeria 

Variable Factor 

Technical 
factor (1) 

Economic 
factor (2) 

Management 
factor (3) 

Social 
(4) 

Low accessibility of 
loan 

0.179 0.081 0.590 0.041 

The time lag between 
application and loan 
collection 

−0.045 0.227 −0.524 0.030 

Protocol before 
accessing loans 

−0.017 0.478 −0.119 0.308 

Transportation cost −0.475 −0.081 0.274 −0.004 
High-interest rate 0.024 −0.431 0.053 −0.090 
Limited amount of 
loan given 

0.152 0.407 −0.110 −0.008 

Lack of trust 0.544 −0.035 0.154 0.065 
Distance 0.006 0.163 0.176 0.405 
Stringent condition 
given 

0.015 −0.353 0.166 0.065 

The Amount given is 
discretionary 

−0.201 −0.147 0.489 0.078 

Opening of account as 
a condition 

0.219 −0.144 0.515 0.309 

Securing of guarantor −0.188 −0.273 −0.227 0.539 
Loans are given to only 
people in business 

0.284 −0.006 0.108 0.592 

Having no knowledge 
of MFIs 

0.229 0.494 0.464 0.034 

Provision of collateral −0.291 0.505 −0.025 −0.195 
Non-willingness of MFIs 
to grant loan to 
women 

0.091 0.592 −0.136 −0.210 

MFIs services are 
concentrated in the 
urban centers 

−0.237 0.281 −0.100 0.159 

Diversion of funds −0.464 0.102 −0.008 −0.320 
Attitude of MFIs 
officials 

−0.002 0.057 −0.174 0.112 

Too many applications 
than what MFIs can 
serve 

0.159 0.097 0.106 −0.531 

MFIs give their loans in 
stages 

−0.110 0.436 0.324 −0.190

(continued)
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Table 12.3 (continued)

Variable Factor

Technical
factor (1)

Economic
factor (2)

Management
factor (3)

Social
(4)

Short payback period −0.649 0.097 0.010 0.289 
Loans are targeted at 
certain businesses 

0.587 0.108 0.066 −0.189 

Education level of the 
recipient 

−0.109 −0.192 0.405 −0.068 

Marital status of the 
recipient 

0.637 −0.006 −0.307 −0.074 

Recipient’s year of 
business experience 

0.090 −0.439 0.127 −0.422 

Recipient’s business 
location 

0.372 0.002 0.123 0.146 

Principal factor analysis was used to transform the observed variables into 
scores. 
Note Factor loading of 0.4 is used (10% overlapping variance); any variable that 
loads more than one factor is dropped; also, a variable with loadings of less 
than 0.40 is dropped
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Fig. 12.3 Microfinance credit and poverty headcount in Nigeria (Data source 
The World Bank, World Development Indicators [2020])
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Fig. 12.4 Growth of microfinance credit in Nigeria (Data source The World 
Bank, World Development Indicators [2020])

In 1990 percentage of poverty headcount with respect to access to 
microfinance credit in Nigeria was 49% to 51% respectively. While it 
was 2% to 98% in 2020. This suggests that as percentage of microfinance 
credit increases, poverty headcount percentage reduces in relative terms. 

12.5 Discussion and Policy Implication 

In Nigeria, microfinance is a real tool for eradicating poverty. According 
to the findings, poverty in Nigeria would be greatly reduced if micro, 
small, and medium-sized companies (MSMEs) and poor households had 
more access to microfinance credit. Additionally, on a broad scale, micro-
finance services are ways of extending economic participation to marginal 
groups that have previously been excluded. This makes microfinance 
institutions effective and has an impact on the economic development 
of Nigeria by its capacity to reduce poverty, as shown by the anal-
ysis’s findings. The policy implication is that microfinance is a tool 
for economically engaged poor individuals to obtain financial services, 
such as wage earners or business owners of small firms in the informal 
sector. Government should therefore guarantee appropriate management
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Fig. 12.5 Percentage of poverty headcount and access to microfinance credit 
in Nigeria (Data source The World Bank, World Development Indicators [2020])

and administration of microfinance institution services. Once more, the 
Central Bank of Nigeria (CBN) needs to implement a better system of 
microfinance institutions in Nigeria.
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According to the study, expanding access to microfinance will likely 
result in more female-owned firms, which will improve gender equality. 
The likelihood of gender equality by women who exhibit the aforemen-
tioned traits is thought to be high. This suggests that the gender equality 
gap is likely to widen when female entrepreneurs do not have access to 
microfinance. 
The implication of this is that financial inclusion is essential for 

women entrepreneurs to operate efficiently, keeping in mind that the 
more access to capital women entrepreneurs have, the more successful 
their firms become. This conclusion also has the implication that rural 
areas, where the majority of women reside, must be developed so 
that they can have access to financing and other facilities that will 
support their efforts in business. In order to foster more female-owned 
enterprises in Nigeria, one policy proposal from this study is that the 
government establish more effective grant and loan programs specif-
ically for female entrepreneurs in both rural and urban regions. In 
addition, the study identified four categories of barriers to microfi-
nance access: technical, economic, managerial, and social ones. The 
study’s limitations, it is implied by the results, have the potential to 
reduce the advantages of microcredit schemes for small investors, partic-
ularly women entrepreneurs. Additionally, it would be difficult for more 
women entrepreneurs to gain from this program. The interest of female 
entrepreneurs in microfinance incentives may also be impacted. 

12.6 Generic Factors that Restraints Poor 
People and Women Entrepreneurs 
from Gaining Access to Microfinance 
in Nigeria 

Gender-Specific Constraints: “Structures of constraint” are the social 
norms and laws that govern connections between various social groups 
in society and put some in dominant positions over others and differen-
tiate the options open to them, notably in terms of access to and control 
over resources (Folbre, 1994). Gender-specific structures of constraint
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are social norms, attitudes, and practices that specify differences in 
roles and obligations between men and women in societies, generally 
placing a lesser value on the skills, abilities, and pursuits that are typi-
cally associated with women. Gender-specific norms commonly assign 
males the major wage-earning role and women the duty for repro-
ductive tasks within the family. At the local, institutional, and policy 
levels, women’s concerns and gender-related limitations frequently have 
a negative impact on the equitable involvement of both sexes. Since the 
majority of the people is left out or given only restricted possibilities, 
this may prevent the full potential of human resources for wealth gener-
ation from being realized. Compared to other women entrepreneurs, 
disabled women confront more obstacles, such as restricted mobility, 
prejudice, myths and unfavorable cultural attitudes, excessive protection, 
marginalization, and a lack of finance that is specifically tailored to their 
needs. 

Financial and Credit Availability and Accessibility: Numerous  
studies have identified access to the availability of capital as one of the 
main hindrances to growth. In a study of NGOs and female small-scale 
business owners in the Nyeri and Nairobi garment manufacturing sector 
of the textile industry, it was discovered that women face barriers to 
obtaining credit due to a lack of start-up (seed) capital, ignorance of 
available credit options, high-interest rates, drawn-out and rigorous loan 
application processes, and a lack of collateral security for financing. These 
elements have grown to be a significant impediment to the potential 
expansion of female-owned firms. In Kenya, women head more than 
25% of households, but just 5% of women are landowners in their 
own right (Feldman, 1984). An official from the Ministry of Trade 
and Industry presented an example that amply demonstrated the situ-
ation of women during a seminar on “Kenya Gender and Economic 
Growth Assessment” in May 2006. Due to her husband’s refusal to 
put up the family’s land title deeds as collateral, a loan that the Joint 
Loan Scheme at the Ministry had approved for the woman applicant 
failed to materialize. Given that property is typically not registered in 
the names of women entrepreneurs, having title deeds as security to 
finance development remains a challenge for most of them (Karanja, 
1996). However, the Government is working to find a solution to this
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issue through the 2005 Micro-Finance Bill and Sessional Paper No. 2. In 
December 2006, the latter was made an Act of Parliament. Even when 
it is accessible, getting access to start-up funding is a significant barrier 
for women business owners. Regional disparities are caused by the loca-
tion decisions made by commercial banks and microfinance institutions 
(MFIs), which exclude entrepreneurs in rural areas. Delays in accessing 
initial money are caused by credit requirements when creating groups, 
paying membership dues, group registration fees, and joining savings 
plans, which worsens the financial load on women’s households (Alila, 
2002; Stevenson & St-Onge, 2005). The main obstacle and restraint for 
women’s entrepreneurship in Kenya is currently, however, a lack of imag-
ination, innovation, and responsiveness (on the side of capital suppliers). 
Despite the fact that many MFIs have sprung up to offer start-up and 
working funding, relevance and cost-effectiveness are sometimes insuf-
ficient to meet the unique needs of aspiring and established women 
entrepreneurs. 
Legal and Regulatory Barriers: The following are some exam-

ples of the legal and regulatory obstacles: contracting, getting licenses, 
registering business names, and complying to statutory requirements. 
Women entrepreneurs are the least prepared to participate in contractual 
processes that are essential to conducting business in Kenya as a result 
of the aforementioned concerns. Contracts entail protracted legal proce-
dures, such as leasing, drafting business contracts, legal representation, 
and other elements that disfavor female business owners. The majority 
of MSEs find these procedures tedious and time-consuming, which 
prevents them from expanding or growing their businesses (K’Obonyo, 
2009). 

Limited Entrepreneurial Culture and Management Skills: In 
general, emerging nations lack an entrepreneurial culture. For instance, 
in Kenya, with a focus on current and prospective female MSE owners 
and managers. Njeru and Njoka (2008) note that because of patriarchal 
social authority structures, women received significant family assistance 
when they first started their enterprises, but that support later on is 
restricted, curtailed, or withheld out of concern that husbands may lose 
control over their wives. Additionally, there are numerous sociocultural 
elements at play in Kenya that have a detrimental effect on the rearing
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of girls. Girls are socially conditioned by many ethnic communities to 
develop an attachment demand for affiliation rather than an accomplish-
ment desire. Girls with disabilities are particularly vulnerable because 
they face barriers to education and are stigmatized as “bad omens” for 
their families. They are even kept secret from the public by their families. 

12.7 Conclusion and Recommendations 

This paper has attempted to articulate some contemporary issues in 
microfinance activities, poverty eradication, and gender equality with 
a view to appraising the effectiveness of microfinance credit in zeroing 
poverty and enhancing gender equality in Nigeria. The study revealed 
that access to microfinance credit is a panacea for zeroing poverty and 
enhancing gender equality in Nigeria. The barriers to accessing microfi-
nance services and Nigeria’s improvement plans are particularly pertinent 
at this time. Given the contribution that microfinance has made to 
economies around the world, such as Bangladesh, and the recent push 
by the federal government of Nigeria to use small and medium-sized 
businesses as engines for economic development, microcredit programs 
have emerged as a key tenet in federal government strategy for accel-
erating economic growth. Economic growth and poverty alleviation are 
the two goals of the program. The study thus comes to the conclusion 
that microfinance is a vehicle for mobilizing savings for entrepreneur-
ship because it has given people, mostly women, in rural areas affordable 
channels of funding and greatly influenced their activities and standard 
of living. Its positive impact on reducing poverty in Nigeria has also aided 
the desire for macroeconomic growth and development. The study also 
comes to the conclusion that using microfinance services can increase 
economic involvement for marginalized groups that had previously been 
excluded, which increases the effectiveness of microfinance institutions 
by promoting gender equality and the eradication of poverty. The study 
makes the suggestion that in order to address the need for financing at 
the micro levels of the economy and achieve our goals of sustainable zero
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poverty and gender equality now and in the future, microfinance insti-
tutions should be adequately capitalized, appropriately regulated, and 
overseen. 
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Financial Inclusion and Poverty Reduction 

in Sub-Saharan Africa Region 

Achugamonu Bede Uzoma , Francis Abolade Akintola, 
Owolabi Folashade, and Isibor Areghan 

13.1 Introduction 

There has been a gradual but steady transformation of the financial sector 
in most economies in Africa. The evolution started from providing small 
credits to the vulnerable poor to rural banking and community banking. 
In the recent past, emphasis has shifted to micro financing, financial
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inclusion, and financial wellness (Achugamonu et al., 2020). Specific 
financial inclusion initiatives by government and financial regulatory 
authorities include: (i) credit inclusion—which involves the provision 
of micro credits to the vulnerable poor through the establishment of 
microfinance banks and other microfinance institutions; (ii) pension 
inclusion—the initiative created by the government in this regard started 
with the deregulation of the pension market to encourage private partic-
ipation (Achugamonu et al., 2019). This culminated to the creation 
of different pension fund administrators (PFA) and allowing employers 
and employees to choose the PFA to save and invest with through the 
compulsory contributory scheme initiative (Achugamonu et al., 2019). 
There is also the micro pension scheme which encourages artisans and 
other self-employed in rural areas to plan for their retirement; (iii) 
insurance inclusion—is also an initiative of government and financial 
regulatory agencies to provide micro insurance services to individuals 
for their life, health, education and to protect their assets. Some insur-
ance policies also serve as investment vehicles for the policy holder 
(Achugamonu et al., 2019). The most recent financial inclusion initia-
tive supported by the G-20 group, the World Bank, and other financial 
regulatory institutions is digital financial inclusion. This involved the 
deployment of an avalanche of payment channels like point of sale 
services (POS), automatic teller machines (ATM), mobile banking, and 
internet banking. It also includes the involvement of private financial 
technology institutions in the financial intermediation process within 
and outside the shores of their host countries (Babajide, 2020). The 
above strategies focused on ensuring that the poor and downtrodden 
are given commensurable financial access to engage in productive and 
sustainable economic activities. Investment in financial or real asset by 
these category of persons in rural communities will engender food and 
financial security and subsequently reduce poverty. 
Financial development will continue to be an illusion if a large number 

of citizens remain poor due to inability to get the needed financial assis-
tance to create wealth, build capacity, and achieve financial security for 
themselves and their dependents.
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Recent studies like Isibor et al. (2018) have shown that half of the 
indigent forty percent of the world population in emerging and devel-
oping economies have no bank account. Likewise, thirty-five percent of 
SMEs encounter serious challenges when seeking for loans for invest-
ment (Isibor et al., 2018). Also, the segregation between the rich and 
poor, urban and rural dwellers as well as women and men when accessing 
financial services is still in existence up to date (Ratna et al., 2015). The 
survey by the Consultative Group to Assist the Poor (CGAP) in the 
year 2012 indicated that the number of unbanked active poor in SSA 
ranked below the world benchmark whereas that of countries in high-
income region ranked above it (CGAP, 2012). Specifically, Sub-Saharan 
Africa and South Asia have the highest number of unbanked households 
compared to the rest of the world (CGAP, 2012). With an increasing 
demand for an all-inclusive growth by almost all sovereign nations by 
2030 there is an urgent need to eliminate the widening gap between the 
rich elites that are financially included and the poor that lack financial 
services especially in rural communities. Financial inclusion is needed for 
rural and downtrodden masses that are the future growth engine of the 
economy (Agarwal, 2010). 
On the other hand, the report by Enhancing Financial Inclusion and 

Access (EFInA) in 2018 showed evidence that those SSA countries made 
visible progress in financial inclusive growth. For instance, between 2012 
and 2018, South Africa increased the number of banked adults from 
67 to 80% while Namibia rose from 62 to 68% for the same period. 
Furthermore, Nigeria moved from 33% in 2012 to 40% in 2018. Like-
wise, Rwanda rose from 23% in 2012 to 26% in 2016, Ghana rose 
from 34% in 2010 to 36% in 2015, while Kenya rose from 23% in 
2009 to 42.3% in 2016. In addition, financial exclusion rate and the 
number of persons in informal financial sector dropped considerably 
for all the countries mentioned above. This trend is almost the same 
for all the countries in the SSA region (EFInA & NBS, 2018). Despite 
the considerable progress achieved by most countries in this region to 
drive financial inclusive and economic growth and development, it is 
perturbing that poverty rate in the same region had been on the increase 
overtime. This is to the extent that a country in the region (Nigeria) 
was declared the poverty capital of the world. For instance in 1990, SSA
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accounted for about 15% of persons living below the world’s bench-
mark of $1.90 per day. In 2013, the number of poor persons rose to 
766.6 million representing about 50% more than the world’s extreme 
poor persons, (Anyanwu and Anyanwu, 2017; Kabuya, 2015) in his  
study projected that SSA region will become the poorest region with the 
highest percentage of its population living below $1.25 per day by 2030 
if the trend continues. 
With the abundant resources and government intervention programs 

at the disposal of most SSA countries it becomes a paradox than 
reality that poverty still persist and increase at an alarming rate in SSA 
region. This is despite the efforts by government and international donor 
agencies (like Melinda and Bill Gates) to drive inclusive financial and 
economic growth in the SSA region. It is expected that greater financial 
inclusion should result to tangible economic benefits for the users, such 
as higher GDP growth and lower income inequality and poverty reduc-
tion. When a person or group of person’s irrespective of geographical 
location, political affiliation, religion and social strata receive adequate, 
cost effective, and sustainable financial support it will help to encourage 
stable growth by smoothening savings and investment. The result will 
culminate into efficient and equitable income redistribution from lenders 
to borrowers. By this development, individuals are able to create wealth 
for themselves, income level rises and of course poverty is reduced while 
at the same time the economy is protected from adverse economic 
shocks, Adigun and Kama (2015). In the light of the aforesaid, this study 
examined whether financial inclusion truly reduce poverty or whether 
increase in per capita income will motivate persons in the informal finan-
cial sector to embrace formal financial services or products. The objective 
is to examine the extent to which financial inclusion reduce poverty while 
the hypothesis in its null form is that financial inclusion does not really 
reduce poverty or that increase in per capita income does not necessarily 
drive financial inclusive growth.
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13.2 Theoretical Review 

Financial System Paradigm Theory 

Several development theories were unanimous in their position that 
financial development drives economic growth which by extension 
reduces poverty. Chiefly among these theories were the works of 
McKinnon (1973), Shaw (1973), and Keynes (1937). This study is 
however hinged on a variant of the Keynesian theory called financial 
system paradigm. The financial system paradigm was developed in the 
1980s to address the financial repression occasioned by the failure of the 
direct credit approach to finance in developing countries. The theory 
assumes that the poor can actually create wealth and generate income to 
service their debts as well as save for the future if given required credit 
facility. This principle known as “banking with the poor” is based on 
the assumption that micro finance institutions should provide finan-
cial services to the rural poor on a sustainable and widespread basis to 
enable them to accumulate savings and build assets to protect them-
selves against risks as well as invest in income generating projects. Some 
countries like Indonesia, Bangladesh, Bolivia, as well as so many other 
developing countries have imbibed the concept of “banking with the 
poor” as a platform for driving sustainable inclusive growth and stability. 
This theory is relevant to this study as it supports that the poor in 
the rural communities also have the capacity to service debts, save and 
accumulate wealth for further investment in the economy. By so doing, 
poverty will be reduced, inequality gap is bridged, social exclusion is 
addressed, crime and unemployment rate is reduced, and finally finan-
cial stability is achieved. (Hannig et al., 2010) Financial inclusion is an 
intermediation approach government and its monetary authorities can 
adopt to destroy asymmetric information and eliminate market frictions 
preventing the poor from accessing the required credit to build a financial 
life for themselves and families (Fadun, 2015). When financial inclu-
sive drive is scaled up, it offers a veritable platform to tackle poverty 
and address sustainable development programs culminating to economic 
growth and development (Chibba, 2009). Sustainable financial inclusive 
drive among low-income earners in rural communities will help them
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achieve financial security and take advantage of investment opportunities 
in their immediate environment to grow their business. For any develop-
ment policy to be successful, it must address the financial and economic 
needs of the vulnerable poor in rural communities. Such policies must 
engender a rapid and sustainable economic growth that will culminate 
to financial wellness and security of the society at large (Department for 
International Development, 2016). 

13.3 Empirical Review 

According to Asadull and Savola (2018), the number of poor people 
and gap measures reduced greatly in initially high-income poverty coun-
tries when they subscribed to drive the millenium development goals. 
Another result using dynamic panel estimations found that financial 
inclusion is positively related to economic growth in Organization of 
Islamic Cooperation (OIC) countries. The result showed that financial 
inclusion mutually granger cause economic growth as revealed by the 
granger causality test conducted on 56 OIC countries. 

Achugamonu et al. (2020) examined financial inclusion as a tool 
for poverty alleviation and income redistribution in Nigeria. The study 
found that through financial inclusion strategies, the number of excluded 
individuals was reduced over the study period thereby resulting to 
poverty alleviation and income redistribution. They therefore recom-
mended that government should increase effort at capturing more 
persons into the financial net in order to alleviate poverty as well as 
redistribute income. 
Tita and Aziakpono (2017) studied the relationship between financial 

inclusion indicators and income inequality in SSA. The study found that 
account ownership and usage, electronic payment, and formal savings 
have a positive relationship with income inequality. This implies that 
financial inclusion does not really reduce income inequality. This is a 
justification that owning a transaction account alone is not enough to 
gain access to necessary credit that will create wealth and reduce poverty. 
The reason being that most account owners especially first-timers may 
suffer from moral hazards and information asymmetry which prevents
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them from acquiring the needed finance that will enable them to invest 
in their future and reduce poverty. Choudhury and Bagchi (2016) in  
their study found that work status, disposition of the family head to 
finance, education, and location of financial service point are major 
reasons for increase in financial exclusion rate in India. 
Ogunsaki and Fawehinmi (2017) examined financial inclusion as an 

effective policy tool to ease poverty in Ekiti for the period 1980 to 
2015. The study found that the poverty rate was high among women 
and that unemployment, gender inequality, income level, age, financial 
discipline education are some of the factors that determine poverty rate 
in Ekiti State. Ibrahim et al. (2019) investigated how financial inclu-
sion could aid poverty reduction in forty nine SSA countries between 
1980 to 2017. The study found that savings, access to credit by the 
private sector, ownership of debit cards, and digital payment platforms 
are factors that alleviate poverty whereas interest rate and economic 
growth worsen poverty in the sampled region. 
Hicks and Lanau (2018) investigated the triggers of in-work poverty 

among households in Britain and found that in-work poverty is momen-
tary than poverty among working-age adults generally. The study further 
revealed that the number of persons working in every household is a key 
indicator of in-work poverty in Britain. Findings from this study shows 
that persons who witnessed in-work poverty are three times more likely 
to be out of job than non-poor workers. The implication is that gainful 
employment alone has limitations in serving as a tool toward poverty 
reduction but lifestyle changes and moderations will reduce income fluc-
tuations by working households, and this was supported by the study of 
Babajide, Isola et al. (2020). 

13.4 Methodology 

Research Design 

The research design adopted by this study is a relational-based design that 
follows the intuitive convention that financial stability depends essen-
tially on financial inclusion drive (Batheit and Glucker, 2018). This study
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used a purposive sampling technique to select 27 countries out of 46 
sub-Saharan African countries for the period 2007 to 2017. A simple 
random sampling technique was adopted in this study for the selection 
of countries that met the criteria and purpose for this study in terms 
of the availability of data. A simple random sampling technique is used 
in research to select the sample (in this case the countries) that meet 
the criteria of data availability required by the study before selecting 
such information from the population. It is a probabilistic sampling 
technique used when the population is very large or resources limited 
to conduct a survey. This implied that the sample size covers 59% of 
the population. To engender a robust and thought-provoking analysis 
and discussion, the 27 sampled countries were disaggregated into: large 
savings, small savings, and overall samples according to their level of 
financial deepening and development (see Appendix). The justification 
for sourcing data from World Bank database for the period 2007–2017 
was based on the fact that it covered the pre and post financial melt-
down era. The Granger Error Correction Method (ECM) for short panel 
data specification was adopted to analyze the data whereas the differ-
enced Generalized Methods of Moments (GMM) of Arellanon and Bond 
(1991) was engaged to address persistency, heterogeneity, and endo-
geneity problems associated with short panel data. Short panel data are so 
called when the number of observations (N) is greater than the sampled 
period (T). For this study the number of observation is 27 whereas the 
sampled period is 10 years (that is, N > T). 

Model Specification 

The model shows financial inclusion usage as the dependent vari-
ables while poverty represented by per capita income is taken as the 
independent variable for the ARDL specification as follows: 

ln dcpait  = i0 + i1 ln dcpai,t−1 + i2 ln dcpai,t−2 + i3 ln pciit  
+ i4 ln pcii,t−1 + i5 ln pcii,t−2 + ψt1 + vi t1 (13.1)
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Table 13.1 Definition of variables 

Variable 
description 

Type of data/ 
source/ 
measurement 

Literature 
justification 

Parameter’s 
a priori 

Fin. Inclusion 
(Usage): dcpa = 
deposits in 
commercial 
banks per 1000 
adults 

Secondary/World 
Bank DB 

This measures the 
amount of 
deposits by 
customers in 
commercial banks 
in  SSA. It is also a  
measure of 
frequency and 
consistency of 
usage of 
financial product 

Forgelli 
et. al. (2016) 

Positive: More 
frequent 
deposits is an 
indication of 
the 
acceptability 
of such 
financial 
product. dcpa 
> 0  

Poverty 
(Welfare): Per 
Capita Income 
= pci 

Secondary/World 
Bank (DB) 

Poverty is 
represented by 
per capita 
income (pci). It 
measures how 
the financial 
product affects 
the living 
standard of users 

Koppensteiner 
and Olukorede 
(2016) 

Negative: 
Increase in 
poverty is an 
indication that 
the financial 
product is not 
yielding the 
right dividend. 
(pci < 0) 

Source Author compiled 

Equation 13.1 shows the effect of financial inclusion usage and quality 
with poverty denoted by per capita income (Table 13.1). 

13.5 Result 

Dynamics of Financial Inclusion and Poverty 

This study investigates whether there is a significant influence/causation 
from financial inclusion to poverty for the overall sample of countries, 
as well as low and large-saving countries. The results of the investigation 
are reported in Tables 13.2, 13.3, and  13.4 respectively.
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Table 13.2 Long-run and Short-run dynamics of FI and poverty for overall 
sample 

Regressors Coef Std. Err Z-stat P-value

Δ lnfininc1 (−1) −0.23 0.10 −2.33 0.02**
Δ pci −0.32 0.23 −1.31 0.19
Δpci (−1) −0.13 0.55 −0.24 0.81 
ECM −0.20 0.07 −3.09 0.00* 
pci(−2) 0.12 0.89 0.13 0.90 
Summation of short-run coef −0.46 
Short-run wald test (P-value) 0.57 
Long run coefficient 2.72 
Long run coefficient (P-value) 0.71 
Sargan difference test (P-value) 0.99 
Sargan test (P-value) 0.87 
AR1 (P-value) 0.00 
AR2 (P-value) 0.92 
Number of observations 
Number of countries 

270 
27 

Table 13.3 Long-run and Short-run dynamics of FI and poverty for large saving 
countries 

Regressors Coef Std. Err Z-stat P-value

Δ lnfininc1 (−1) −0.09 0.17 −0.54 0.59
Δ pci −0.37 1.30 0.29 0.77
Δpci (−1) 0.16 1.97 0.08 0.93 
ECM −0.18 0.11 −1.63 0.10 
pci(−2) 0.45 2.91 0.15 0.88 
Summation of short-run coef −0.21 
Short-run wald test (P-value) 0.67 
Long run coefficient 1.41 
Long run coefficient (P-value) 0.83 
Sargan difference test (P-value) 0.01 
Sargan test (P-value) 0.91 
AR1 (P-value) 0.00 
AR2 (P-value) 0.83 
Number of observations 
Number of countries 

80 
8

Table 13.2 displays the overall sample result of the short and long-run 
relationship between financial inclusion and poverty for the sampled 27 
SSA countries. The coefficient of the ECM is (−0.20) with a probability
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Table 13.4 Long-run and Short-run dynamics of FI and poverty for small saving 
countries 

Regressors Coef Std. Err Z-stat P-value

Δ lnfininc1 (−1) −0.34 0.09 −3.72 0.00
Δ pci −0.54 0.19 −2.89 0.00
Δpci (−1) −0.71 0.37 −1.92 0.05 
ECM −0.26 0.05 −4.52 0.00 
pci(−2) −0.87 0.55 −1.59 0.11 
Summation of short-run coef −1.25 
Short-run wald test (P-value) 0.43 
Long run coefficient 0.71 
Long run coefficient (P-value) 0.24 
Sargan difference test (P-Value) 0.83 
Sargan test (P-value) 0.22 
AR1 (P-value) 0.00 
AR2 (P-value) 0.94 
Number of observations 
Number of countries 

190 
19 

Note (1) The figures in parentheses are the p-values, *, ** and *** indicate 
significant at alpha value of 1%, 5% and 10% respectively 
(2) Estimation by one step Diff-GMM (Arellano, and Bond) 
(4) The Sargan test is based on the assumption that the instruments are not 

correlated with the residuals 
(5) AR1 and AR2 tests are based on the hypothesis that the errors are not 

serially correlated 
(6) The instruments used are the lags of the regressors 
(7) Yearly dummies are excluded

value of 0. The result invalidates a priory expectation which suggests 
the existence of long-run positive relationship between financial inclu-
sion and poverty for the overall sample countries. It was further observed 
that the ECM coefficient is statistically significant meaning that financial 
inclusion respond to spatial variations in poverty. However, the negative 
sign of the ECM coefficient is an indication that the movement is in 
opposite direction, meaning that a reduction in poverty rate does not 
necessarily engender financial inclusion of the affected countries. The 
short-run coefficient (−0.46) is in tandem with a probability value of 
57%. This implies that in the short-run poverty does not significantly 
influence financial inclusion. To this end, increase in poverty by 46% 
will result in a commensurate reduction in financial inclusion. The long-
run coefficient of 2.72 has a probability value of 71 which is very large.
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This shows no significant response of financial inclusion to long-lasting 
changes in poverty for the overall sample of the selected SSA countries. 
Table 13.3 shows the result of the influence between financial inclu-

sion and poverty for large savings countries among 27 SSA countries 
sampled. The ECM which is −0.18 is significant at 10% probability 
value. This reveals that in the long run, poverty influences financial 
inclusion and any deviation in the influence will warrant an adjustment 
of financial inclusion at 18% speed to every unit change in poverty. 
Furthermore, the short-run coefficient of −0.21 has a probability value 
of 0.67 which suggests that no significant dynamic relationship exists 
between financial inclusion and poverty. However, 1% increase in 
poverty reduces financial inclusion by 21 meaning that the presence of 
poverty limits the rate at which people visit the bank for deposit and 
receipt of their money. Likewise, the coefficient of the long-run elas-
ticity is not significant at (1.47) indicating that financial inclusion do 
not influence poverty for the large sample SSA countries. The instru-
ments used are not weak since the Sargan test is insignificantly different 
from zero. Similarly, the AR at lag 2 shows the absence of autocorrelation 
in the residuals, thereby validating the correctness of the model. 
Table 13.4 is the result of the interactive relationship between financial 

inclusion and poverty for small savings countries with an ECM coef-
ficient of (−0.26) with an associated probability value of 0.00. This 
implies that there is the existence of a long-run dynamic relationship 
between financial inclusion and poverty at a p-value of 1%. In addition, 
26% change in the long-run coefficient is corrected within 1 year. The 
long-run elasticity coefficient is positive at 0.71 but insignificant even 
at a 10 probability value. The meaning is that just like the large savings 
countries, financial inclusion does not respond to long-lasting variations 
in poverty. That is, improvement in the per capita income of the citi-
zens does not culminate in the use of formal financial services. For both 
samples of small and large countries, the short-run effects are negative 
and insignificant. The Sargan test and Sargan in difference test accept 
the null hypothesis for the post-estimation test. Equally, the AR(2) is in 
support of the absence of autocorrelation, while the AR(1) rejects it.
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13.6 Discussion 

The result of the ECM is significant for the overall and small savings 
countries. This is because a change in per capita income will result in 
noticeable change in financial inclusion. However, the negative coef-
ficient of the variation suggests movement in opposite direction. This 
implies that improvement in per capita income will necessitate a corre-
sponding reduction in financial inclusion. This discussion is based on the 
results of the ECM and the negative relationship between financial inclu-
sion and poverty which is not in tandem with the a priori expectation of 
this study. The implication is that the government should make policies 
to increase the capacity of citizens to earn income through employment 
generation and job creation. Specifically, they should encourage finan-
cial institutions in rural communities which have the highest number of 
financially unbanked and underserved persons in the country. Similarly, 
they should intervention programs in the region that will culminate in 
more persons using mainstream financial products and services. When 
such persons are able to create wealth, their ability to use more of bank-
sophisticated products will improve. This will culminate to boost in 
economic activities and an increase in gross domestic products with its 
resultant effect on poverty reduction and financial system stability. Liter-
ature supporting the argument that financial inclusion is a veritable tool 
deployed to create wealth for the users of financial products and bring 
them out of extreme poverty includes the works of Asadull and Savola 
(2018), Chibba (2009), Alexander and Laurent (2016), Anthanansius 
and Aziakpono (2016). 

13.7 Conclusion 

This study therefore concludes that although there significant influ-
ence between poverty reduction and financial inclusion especially for the 
overall and small savings countries. Such influence impacts negatively on 
financial inclusion. That is, increase in per capita income does not neces-
sarily encourage more persons to use mainstream finance in the sampled 
SSA countries. Other factors like financial literacy, improvement in the
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payment systems, cost of funds, and digital financial technology may 
contribute to the integration of more persons into mainstream finance. 

Achievement of an inclusive financial system could only be a mirage 
if more persons remain unbanked and underbanked. It is recommended 
that the government of the affected countries should develop policies 
to encourage more persons to be integrated into the formal finan-
cial enclave. This can be achieved by mandating banks to create more 
payment channels, reduce interest rate, collaborate with financial tech-
nology companies to promote digital finance, and embark on aggressive 
financial education to create awareness of the available financial products 
they can leverage on to improve their financial wellbeing. 

13.8 Suggestions for Further Studies 

Further studies and other researchers can carry out the same subject 
matter of financial inclusion and poverty reduction in other developing 
countries of the world. 

Appendix 

See Fig. 13.1, Tables  13.5 and 13.6.
The sample includes 27 SSA countries listed in alphabetical order 

which bears no significance to the result obtained except for identifi-
cation purpose alone. 

Descriptive Statistics: Graphical Method 

This study showed the movements and the distribution pattern of the 
underlying variables over time/across countries using line graphs. Note 
that each line graph shows the movement of the prescribed underlying 
variable across countries and overtime among the 27 SSA countries.
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Table 13.5 Identification number for each of the countries 

S/N Name of country 

1 Angola 
2 Burundi 
3 Botswana 
4 Central African Republic 
5 Cameroon 
6 Congo Democratic Republic 
7 Congo Republic 
8 Equatorial Guinea 
9 Ghana 
10 Guinea 
11 Gambia 
12 Kenya 
13 Liberia 
14 Lesotho 
15 Madagascar 
16 Mozambique 
17 Mauretania 
18 Mauritius 
19 Malawi 
20 Namibia 
21 Nigeria 
22 Rwanda 
23 South Africa 
24 Seychelles 
25 Tanzania 
26 Uganda 
27 Zambia

From the line graph above, financial inclusion by usage is denoted by 
fininc. This shows the movements of financial inclusion by usage (repre-
sented by the number of deposits in commercial banks per 1000 adults). 
A high volume of deposits in commercial banks shows that individuals 
use more of bank products for deposit purpose which is an evidence of 
high rate of financial inclusion.



348 A. B. Uzoma et al.

0 

400 

800 

1,200 

1,600 

2,000 

2,400
 1

 - 
07

 1
 - 

17
 2

 - 
16

 3
 - 

15
 4

 - 
14

 5
 - 

13
 6

 - 
12

 7
 - 

11
 8

 - 
10

 9
 - 

09
 1

0 
- 0

8
 1

1 
- 0

7
 1

1 
- 1

7
 1

2 
- 1

6
 1

3 
- 1

5
 1

4 
- 1

4
 1

5 
- 1

3
 1

6 
- 1

2
 1

7 
- 1

1
 1

8 
- 1

0
 1

9 
- 0

9
 2

0 
- 0

8
 2

1 
- 0

7
 2

1 
- 1

7
 2

2 
- 1

6
 2

3 
- 1

5
 2

4 
- 1

4
 2

5 
- 1

3
 2

6 
- 1

2
 2

7 
- 1

1 

fininc 

Fig. 13.1 Line graph showing number of deposits in commercial banks per 1000 
adults

Table 13.6 Number of deposits in commercial banks per 1000 adults (2007– 
2017) 

I.D no Name of country No deposit/1000 adults Rank 

19 Malawi 2,400 High 
18 Mauritius 2,350 High 
24 Seychelles 2,300 High 
25 Tanzania 2,300 High 
23 South Africa 1600 Moderate 
12 Kenya 1600 Moderate 
21 Nigeria 1400 Moderate 
3 Botswana 900 Moderate 
2 Burundi 500 Low 
4 Central African Republic 10 Low 
5 Cameroon, 10 Low 
7 Congo Republic 10 Low 
6 Congo Democratic Republic 10 Low 

References 

Achugamonu, B. U., Adegbite, E. O., Omankhanlen, A. E., Okoye, L. U., & 
Isibor A. A. (2019). Dynamics of digital finance and financial inclusion



13 Financial Inclusion and Poverty Reduction … 349

nexus in sub-Saharan Africa. In Proceedings of the 33rd international busi-
ness information management association conference, IBIMA 2019: Education 
excellence and innovation management through Vision 2020. 

Achugamonu, B., Adetiloye, K., Adegbite, E., Babajide, A., & Akintola, F. 
(2020). Financial exclusion of bankable adults: Implication on financial 
inclusive growth among twenty-seven SSA countries. Cogent Social Sciences, 
6 (1), 1730046. 

Adigun. M., & Kama, U. (2015). Financial inclusion in Nigeria: Issues and 
challenges (CentralBank of Nigeria ocassional paper no. 45). 

Agarwal, A. (2010). Financial inclusion: Challenges & opportunities. 23rd Skoch 
Summit 2010. 

Alexandra, Z., & Laurent, W., (2016). The determinants of financial inclusion 
in africa. Review of Development Finance, 6 , 46–57. 

Anyanwu, J., & Anyanwu, J. (2017). The key drivers of poverty in sub-saharan 
africa and what can be done about it to achieve sustainable development 
Goal. Asian Journal of Economic Modelling , 5, 297–317. www.aessweb.com 

Arellano, M., & Bond, S. (1991). Monte Carlo evidence and application to 
employment equations. Review of Economic Studies, 58, 277–297. 

Asadull, M. N., & Savola, A. (2018). Poverty reduction during 1990–2013. 
Did millennium. Development goals adoption and state capacity matter? 
Effective state and inclusive development Research Center (ESID) (Working 
Paper No. 93). Retrieved May 20, 2020 from http://www.effective-states. 
org/wp-content/uploads/working_papers/final-pdfs/esid_wp_93_asadullah_ 
savoia.pdf 

Babajide, I., Okafor, I., Achugamonu., & Osuma. (2020). Financial inclu-
sion among low-income groups in Nigeria: Triggers and barriers. Academy 
of Entrepreneurship Journal , 26 (2). 

Babajide, A. A., Oluwaseye, E. O., Adedoyin, L. I., & Isibor, A. A. (2020). 
Financial technology, financial inclusion and msmes financing in the south-
west of Nigeria. Academy of Entrepreneurship Journal, 26 (3), 1–17. 

Barrell, R., Davis, H., Karma, V., & Liadze, I. (2010). Credit booms, banking 
crises and the current account. Federal Reserve Bank of Dallas Publication: 
Globalization & Monetary Policy Institute (workshop paper no. 178) http:// 
www.dallasfed.org/assets/documents/institute/wpapers/2014/0178.pdf 

Batheit, H., & Glucker, J. (2018). Relational research design in economic geog-
raphy. The New Oxford Handbook of Economic Geography. https://doi.org/10. 
1093/oxford/9780198755609.013.46

http://www.aessweb.com
http://www.effective-states.org/wp-content/uploads/working_papers/final-pdfs/esid_wp_93_asadullah_savoia.pdf
http://www.effective-states.org/wp-content/uploads/working_papers/final-pdfs/esid_wp_93_asadullah_savoia.pdf
http://www.effective-states.org/wp-content/uploads/working_papers/final-pdfs/esid_wp_93_asadullah_savoia.pdf
http://www.dallasfed.org/assets/documents/institute/wpapers/2014/0178.pdf
http://www.dallasfed.org/assets/documents/institute/wpapers/2014/0178.pdf
https://doi.org/10.1093/oxford/9780198755609.013.46
https://doi.org/10.1093/oxford/9780198755609.013.46


350 A. B. Uzoma et al.

CGAP. (2012). Financial inclusion and stability: What does research show? The 
Consultative Group to Assist the Poor. Retrieved May 23, 2018, from cgap@ 
worldbank.org 

Chibba, M. (2009). Financial inclusion, poverty reduction and the millennium 
development goals (M. F. Sinclair, Ed.). European Journal of Development 
Research, 213–230. 

Choudhury, R., & Bagchi, D., (2016). Financial exclusion—A paradox in 
developing Country. IOSR Journal of Economics & Finance, 7 (3), 40– 
45. Retrieved September Thursday, 2019, from http://www.iosrjournals.org/ 
iosr-jef/papers/Vol7-Issue3/Version-1/G0703014045.pdf 

Department for International Development. (2016). Building jobs and pros-
perity in developing countries. DFID. Retrieved July 2019, from file:/// 
c:/users/user%20pc/downloads/growth_building_jobs_and_prosperity_in_ 
d.pdf 

EFInA & NBS. (2018). Access to financial services in Nigeria 2018 survey. 
Fadun, S. (2015). Financial inclusion, tool for poverty alleviation and income 

redistribution in developing countries: Evidences from Nigeria. Academic 
Research International, 5 (3). 

Forgelli, A., & Rubino, C. (2016). Does mobile banking improve finan-
cial inclusion? Madrid: Universidad, Autonoma de Madrid. G20 Leaders 
Communique. http://www.g20.utoronto.ca/2012/2012-0619-loscabos.pdf 
(2012). 

Hannig, A., Jansen, S. (2010). Financial inclusion and financial stability: Current 
policy issues. Asian Debelopment Bank Institute (ADBI). 

Hick, R., & Lanau, A. (2018). Moving in and out of in-workpoverty in the 
UK: An analysis of transitions, trajectories and trigger events. Journal of 
Social Policy. https://doi.org/10.1017/S0047279418000028 

Ibrahim, H. B., Manu, D., Adamu, I., Jediel, E. H., Kasima, W.,Hajara, 
B., & Yusrah, I. (2019). An examination of the impact of financial 
inclusion on poverty reduction: An empirical evidence from Sub-Saharan 
Africa. International Journal of Scientific and Research Publications, 9 (1), 239 
ISSN 2250–3153. https://doi.org/10.29322/IJSRP.9.01.2019.p8532; www. 
ijsrp.or 

Isibor, A. A., Ojo, J. A. T., & Ikpefan, O. A. (2018). A study of financial 
deepening and capital accumulation in Nigeria. In Peer-Reviewed Proceedings 
of the International Business Information Management Association Conference 
(31st IBIMA) held on 25–26 April 2018. Italy: Milan. 

Kabuya, F. I. (2015). Fundamental causes of poverty in sub-saharan africa. 
IOSR Journal of Humanities and Social Science (IOSR-JHSS), 20 (6), 78–81.

mailto:cgap@worldbank.org
mailto:cgap@worldbank.org
http://www.iosrjournals.org/iosr-jef/papers/Vol7-Issue3/Version-1/G0703014045.pdf
http://www.iosrjournals.org/iosr-jef/papers/Vol7-Issue3/Version-1/G0703014045.pdf
http://www.g20.utoronto.ca/2012/2012-0619-loscabos.pdf
https://doi.org/10.1017/S0047279418000028
https://doi.org/10.29322/IJSRP.9.01.2019.p8532
http://www.ijsrp.or
http://www.ijsrp.or


13 Financial Inclusion and Poverty Reduction … 351

Kima, D.-W., Yu, J.-S., & Kabir, H. (2018). Financial inclusion and economic 
growth in OIC countries. Research in International Business and Finance, 43, 
1–14. 

Koppensteiner, F., & Olukorede, A. (2016). Financial inclusion, shocks and 
welfare: Evidence from the expansion of mobile money in Tanzania. Research 
Gate. 

McKinnon, R. I. (1973). Money and capital in economic development . Booking 
Instituion. 

Ogunsakin, S., & Fawehinmi, F. (2017). Financial inclusion as an effective 
policy tool of poverty alleviation: A case of Ekiti state. IOSR Journal of 
Economics and Finance (IOSR-JEF) e-ISSN: 2321–5933, p-ISSN: 2321– 
5925. 8(4) Ver. II (July–August 2017), 01–10. www.iosrjournals.org 

Ratna, S., Martin, C., Diaye, P., Barajas, A., Mitra, S., Kyobe, A., & Mooi, 
Y. N. (2015). Financial inclusion: Can it meet multiple macroeconomic 
goals? International Monetary Fund (IMF) , Monetary and capital markets 
department with inputs from strategy and policy review department and 
other departments.

http://www.iosrjournals.org


14 
Adaptiveness of MSMEs During Times 

of Environmental Disruption: Exploratory 
Study of Capabilities-Based Insights 

from Nigeria 
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Ayeni Adejuwon Ayobami Adebanji William, 

and Bisayo Otokiti 

14.1 Introduction 

Environmental disruptions are very often an essential change agent to the 
existence of firms. In one way they open opportunities for scaling firm 
operations, while in another sense they may pose a threat to business 
continuity and they redefine the operations of firms. A typical example 
is the wake of firms across the globe to the knowledge-driven economy 
that found its root in digitisation and technological advancements in the
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early 2000s. Despite that developed economies were yet awake to tech-
nological sophistication before this time, the millennial era starting from 
the year 2000 erupted in a global drive of businesses that could only 
survive with the digital advantage. During this period, whereas some 
firms were able to re-engineer to fit with digital transitioning, others had 
to go into extinction because they failed to procure, mobilise and utilise 
digital resources for the business continuity. 
The years 2019 in 2020 experienced another significant environ-

mental disruption in which the global business and human existence 
had to battle an unfamiliar strain of coronavirus disease, known as 
COVID-19. The disruptions caused to the global business existence are 
unique from existing forms of disruptions resulting from adjustments in 
economic policies and technological advancements. This is especially so 
because the COVID-19 pandemic resulted in a significant shut down of 
business activities in some cases. While in other cases, it slowed-down 
business activities across the nations of the earth. The impact of the 
pandemic resulted in large and small firms operating remotely, or not 
operating at all (Humphries et al., 2020). Not only were firms’ opera-
tions disrupted, but human existence suffered from the threats of public 
health breakdown. In all these, the Micro, Small and Medium Enter-
prises (MSMEs) sector suffered a significant part of the impact of the 
pandemic because accounts from different parts of the world revealed 
that many businesses in the sector were negatively affected. 

In Africa, the productivity of the MSMEs sector experienced a signif-
icant slowdown (Ighobor, 2020). Particularly given the informal context 
within which a large number of MSMEs in Africa operate, questions 
regarding what strategies are essential for these MSMEs operators to
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adopt will arise. More so, there will be questions about what plans to 
establish to ensure a lasting future survival of the firms? Within Africa’s 
fast-growing informal sector, the Nigerian MSMEs sector plays a very 
strategic role. Nigeria, being the most populous nation on the African 
continent, has an MSMEs sector that employs 65% of the country’s 
population with over ninety per cent of businesses in Nigeria operating 
in the small and medium business sector (National Bureau of Statis-
tics, 2019; Wale-Oshinowo et al., 2018). Therefore, the previously raised 
questions form the main focus of this study, given the challenges that 
MSMEs are confronted by in the present pandemic. 
The present study has the objective of contributing to the strategic 

management literature by an explorative demonstration of MSMEs 
in the developing economies, particularly Nigeria, adaptiveness during 
periods of uncertain environmental disruptions caused by pandemics. 
Existing studies are limited to explaining firm capabilities and envi-
ronmental disruptions within the context of industry competitiveness 
(Parker & Ameen, 2018), technological change (Colombo et al., 2020) 
and environmental dynamisms (Haarhaus & Liening, 2020). The earlier 
explained views have focused mainly on artificial, or human-made, 
dimensions of disruptions arising from policy fluctuations, economic 
conditions and innovations. Nevertheless, there is an existing gap about 
how firm capabilities can be adjusted and sustained during periods of 
uncertain health-related pandemics, with an overwhelming, disruptive 
effect on human and economic activities. This present study aims to fill 
this gap within the context of the developing African informal economy, 
precisely in Nigeria. 

14.2 Literature Review 

The Trajectory of Nigeria’s MSME Sector During 
Disruptions 

The peculiarity of every developing nation such as Nigeria is the chal-
lenge of finding well-suited policies that address the present needs of 
the nation. This was articulated by Oluranti et al. (2015) on the premise
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that sustainability of the enacted policy does not transcend time and thus 
becomes redundant. With the aid of KPMG (2020), it was asserted that 
there is a replication with the occurrence of COVID-19, a pandemic 
with a speedy means of transfer when an infected person sneezes or 
coughs and invariably transmits the virus in close contact with fewer 
than two metres (Centres for Disease Control and Prevention, 2019). 
Furthermore, from the desk of the Centres for Disease Control and 
Prevention (2019), touching infected objects within a stipulated time-
frame was included as the possible cause of transfer. Hence, with all the 
discovered means of transfer for the pandemics, business activities are 
affected. 
The peculiarity of Nigeria being a growing economy with a reverse 

growth of increasing unemployment has been the dangerous occurrence 
that was to be addressed (Olawoyin, 2020) and with the COVID-19 
pandemic, an influx of unemployment surge should be expected. Unde-
niably, there are recovery plans in view and proposed by the executives 
of the Nation for the business activity on the coping strategies of the 
pandemic with the absence of the circumventing the economic strains 
businesses have been going through (McKie et al., 2020; Centres for 
Disease Control and Prevention, 2019). 
The impending impact of collected debts over the years and recent 

times aid in positing the views stated with the position of KPMG 
Nigeria (2020) on the long-lasting impact of the already seeing COVID-
19 disruptions. KPMG Nigeria (2020) ascertained these views with 
evidence of 94% of the fortune 1000 businesses with those in Nigeria, 
inclusive being imparted with the COVID-19 disruption. Evidence of 
this was the mass retrenchment in many big firms across the world, and 
in some cases, the government had to step in (Sahara Reporters, 2020). 
In line with historical epidemics that succeeded in bringing the world 

economy to its knees, the same can applies to COVID-19. The main 
difference, however, is that MSMEs have developed adaptiveness over 
time. For a nation like Nigeria, where the MSMEs conduct business 
activities in a complex and policy porous environment (Ayeni, 2016). 
Hitherto, the use of electronics business apparatus redirects respective 
business engagement and ensures business survival in the ongoing and 
post-COVID-19 occurrence (Baldwin & Mauro, 2020).
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The electronics system of business was fully adopted to soften the 
decline of business operation in Nigeria as ILO (2020) noted the depreci-
ation of economic activity with the occurrence of constraints on peoples’ 
movement for both manufacturing and services. This was attributable to 
the quarantine measure in restraining the spread of the virus but without 
the due consideration of necessitated economic activities. From the view 
of McKibbin and Fernando (2020), the shock magnitude was similar 
to the experienced growth as MSMEs forcefully thinking out of the 
regular business engagement with the requirement of essential commodi-
ties while complimentary products and services were ignored. Hence, the 
target of every business, mostly the MSMEs was to survive the pandemic 
and to do this in a developing nation such as Nigeria, persuasion and 
marketability of products/services must have engaged by the business 
owners. 

Disruptive Business Environment and Performance 
of MSMEs 

The business environment in Nigeria is a perfect place that distorts the 
expected planned process as it requires the presence and involvement of 
other parameters. This was noted by (Abiodun et al., 2015) in the case 
of MTN, Nigeria displayed the current trend of a successful invasion 
of the telecommunication business in the country (Aaron & Marlen, 
2013; Afutu-Kotey & Gough, 2019; Neuwirth, 2011). The assertion was 
confirmed by the stance of Ibidunni et al. (2016) on the divergence of 
business owners in response to the societal strains experienced in line 
with survival. 
With the help of COVID-19, it became apparent that the view of 

Ibidunni et al. (2016) was not a developing nation adjustment but rather 
Lee and Cho (2016) had reflected in their study the potentiality of such 
being the case for a developed society. Thus, becoming a new occurrence 
for the global reaction to the pandemic. 

From the identified parameters that are linked to opportunity 
exploitative facilitators, Ayeni et al. (2018) noted avoidance and manip-
ulative ability. Webb et al. (2009, 2013) were the first researchers to
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identify these parameters. In an unprepared situation such as a pandemic, 
it is of essence that the ability of a business owner must support the iden-
tification of opportunity, where chaos is situated. Such has always been 
the occurrence in most developing nations such as Nigeria, where the 
silent encouragement is given by the Government to be a personalised 
local government (Yulita et al., 2020). 
These attributes, being empirically tested by Ayeni et al. (2018) led  to  

the knowledge of the social dialogue that must be in existence between 
the consumers and business owners after a business transaction has taken 
place, leading to customer retainment. The beauty of this is best reflected 
when electronic adverts with mobile devices, among others promote 
goods and services to the retained customers (Shan et al., 2016). This 
constructive and persistent interaction by the MSMEs leads to an adap-
tiveness response. Thus, leading to the acceptance of the disruption in the 
business environment (Sulkowski et al., 2018). In this case, the transfor-
mation of an electronic application transcending to a marketing platform 
for existing customers, vis-a-vis, becoming the business markers at a little 
or no charge. 
This occurrence makes up the excuse for eliminating existing 

middlemen, products and services that would have been engaged (Niki-
forou et al., 2020). This becomes acceptable with the COVID-19 
situation where the business survival is deemed necessary, alongside the 
recuperation after the pandemic. Thus, calling for the reduction of cost 
at the barn of innovativeness while detecting opportunities in chaos 
to aid business operations at break-even. The globally unplanned and 
adjusted template was made possible with the pandemic occurrence in 
an electronic age. 

A Capabilities-based Perspective to Surviving 
Environmental Disruptions 

The impact of various epidemics resulting in disruptions in firm oper-
ations has formed an essential discourse in business periodicals and 
literature in very recent times. Etherington (2020) recounted the 2009 
H1N1 pandemic that caused the Mexican tourism sector to a standstill
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and the 2003 SARS outbreak in Southeast Asian nations. Similarly, the 
outbreak of the West African Ebola Virus disease in 2014, according 
to the Centers for Disease Control and Prevention (2019) slowed-down 
growth in the agricultural sector leading to threats of food insecurity, and 
largely curtailed cross-border travel as a result of restrictions of move-
ment of people, goods and services. According to Smith-Bingham and 
Hariharan (2020), the COVID-19 pandemic has primarily disrupted 
the business economy of China and supply chain operators around its 
economy resulting in the massive loss of jobs due to the closure of facto-
ries. Additional hundreds of millions have been restricted from travelling, 
hence halting air travel activities. 

Organisational concerns about environmental disruptions are well 
established in the strategy and organisational behaviour literature, espe-
cially in the context of investigating firms’ responsiveness to disruptions 
that arise from natural disasters and human-made attacks (Essuman 
et al., 2020). The perspective about firms’ adaptiveness amidst pandemic 
outbreaks and having widespread global effects on human and economic 
activities remains an emerging issue of discourse in the literature. 
According to Duchek (2020), the adaptiveness of firms during disruptive 
times helps them to develop capabilities that are necessary to support 
their survival and come out of the tough times stronger. Thus, adap-
tiveness is not merely a measure of firm survival. Instead, it reflects the 
capability that firms develop to grow during and after a disruption. To 
develop such capabilities, firms need to have a view of adaptation to 
the tough times (Fiksel et al., 2015). Parker and Ameen (2018) suggest 
that by adopting the dynamic capabilities theory, firms will usually 
identify and deploy their strategic combination of resources to survive 
environmental turbulence and volatility. 

14.3 Methodology 

The study adopted a qualitative method to investigate strategies that are 
relevant to ensuring the adaptiveness of MSMEs during and after the 
current COVID-19 pandemic (Jong & van der Voordt, 2002) as a way  
to contribute to existing knowledge in the field of strategic management.
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The reason for adopting a qualitative approach bares on the fact that the 
majority of MSMEs in Nigeria are newly exposed to the experiences of 
the present pandemic. Also, the purpose of this study centred around 
understanding respondents’ opinions, feelings and thoughts about strate-
gies that are critical to MSMEs’ adaptiveness during and after the 
COVID-19 pandemic. 
In particular, semi-structured interviewing was conducted to collect 

data from the respondents about what they have started adopting or 
intend to begin taking as viable strategies for continuing in business 
during and after the COVID-19 pandemic (Tsoukas & Vladimirou, 
2001). This pattern of enquiry guided this research into determining 
new areas of knowledge and developing new research hypotheses rather 
than testing existing theories. Data were analysed using thematic analysis. 
Thematic analysis is a flexible method of analysis that identifies patterns 
and forms themes from a qualitative survey and raises discussions that 
are relevant to the objective of the study (Clarke & Braun, 2013). 

Measures 

A pilot interview helped to clarify various questions being asked, espe-
cially concerning the research context and to ensure seamless adminis-
tration of the main fieldwork stage (Hoinville & Jowell, 1978). In the 
final interview guide, seven open-ended questions covered issues related 
to the focus of the research. These questions were further supplemented 
with probing questions. The probing questions allowed for further exam-
ination of the research issues and for more information on any point that 
was not entirely clear. Where the responses provided were not apparent 
to the interviewer, the question was rephrased to ensure meaningful 
interpretation by the interviewee. 

Sampling 

The population for this study included MSME operators in Nigeria, 
especially those in Lagos State because Lagos State is the commer-
cial nerve of Nigeria. The Nigerian MSME sector is predominantly
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informal, and it accounts for more than 90% of economic activities in 
Nigeria (Wale-Oshinowo et al., 2018). Consequently, a study of this 
nature that seeks to identify strategies for the adaptiveness of MSMEs 
during and after the present COVID-19 pandemic will shed light on the 
socio-economic implications of the pandemic on Nigeria, and similar 
developing economies of the world. 
The sample used for this study were thirty-one MSME operators that 

were conveniently chosen across different sectoral groups of the MSME 
sector according to respondents’ willingness to partake in the interview, 
yet having vast experience in their various fields of economics and busi-
ness engagements. The adoption of a purposive sampling technique was 
beneficial for this research for its minimal cost, reduced time advantage, 
implementation logistics and easy accessibility of the research partici-
pants (Patton, 2015). Moreover, this sample size is considered to be 
sufficient to identify the strategies that guide MSMEs’ sustenance at these 
times, mainly relying on Morse’s (2000) recommendation that for a qual-
itative study, a sample size of eight to twelve participants is adequate 
to attain in-depth descriptions and deduce implications from patterns 
of responses. Nonetheless, a total of thirty-one (31) MSME operators 
responded favourably and participated in this study. 

Interview Protocol 

The semi-structured interview instrument consisted of short and 
straightforward questions presented in an open-ended format to MSMEs 
operators to have them extensively share their personal opinion about 
strategies that they are adopting or intend to utilise to ensure the adap-
tiveness of their businesses during and after the COVID-19 pandemic. 
All interviews were conducted and completed in May 2020. The semi-
structured interview instrument was administered to each respondent, 
through their emails, and they had sufficient time ranging between 
Forty-five minutes and one hour to respond to the interview questions. 
From the interviews, the study generated themes that were commonly 
expressed by the respondents and were significant to the objective of this 
research.
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Table 14.1 shows the background information of the interviewees. In 
total, 31 MSME operators were interviewed. The respondents’ nature 
of business services to manufacturing lines of business. Also, according 
to the Small and Medium Enterprises Development Agency of Nigeria 
(SMEDAN) (2007) and the Bank of Industry (2020), Microenterprises 
have employees of less than 10, and small enterprises have an employee 
size of 10–49. Hence, the majority of participants for this study are 
within the circle of micro and small enterprises. The table also shows 
that the firm age of the companies spans from 20 years (created in the 
year 2000) to less than one year (established in 2020).

14.4 Results and Discussion 

This study developed and discussed the following themes. 

Theme One: Effects of COVID-19 on MSMEs 

The general comments from respondents revealed that the pandemic had 
positive effects on some businesses (see Fig. 14.1). According to a respon-
dent, “It offers the possibilities of running the business at very minimal 
cost to stay alive and in business. For example, we are taking advantage of 
digital mediums to reach out to our customers, rather than having to spend 
heavily on phone calls” (Respondent 1). Another respondent who shared 
their views on the positive effects of the pandemic disclosed that “We 
had a lot of requests from organisations to supply computers for Staff that 
work from home, and people order more gadgets due to the digital direction 
of the economy” (Respondent 4). Respondent 14 shared the following view 
“What I do is poultry farming in Kwara State. During the first phase of the 
lockdown, in which Kwara State embarked, we found difficulties in selling 
our products (eggs and chicken) even getting feed ingredients was another 
issue entirely. Then the value and price of products were falling drastically”.
Meanwhile, some other participants perceived opportunities that 

translated into positive effects of the pandemic on their businesses. For a 
very minute few respondents, their views reflected in a state of partial to 
complete lockdown of business. A respondent established that “We could 
not get new businesses while even the existing contracts were stalled because of
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Table 14.1 Background information of interviewees 

Respondents Nature of business 
Firm 
size 

Firm 
age 

Number of 
matching cases 
(%) 

R1 Management 
consulting 

5 2018 6.45 

R2 Telecommunication 
Services 

5 2020 6.45 

R3 Management 
consulting 

8 2012 3.23 

R4 Telecommunication 
Services 

4 2015 6.45 

R5 Food Services 5 2016 3.23 
R6 Fashion 4 2008 3.23 
R7 Photography 4 2017 3.23 
R8 Farming 7 2018 3.23 
R9 General merchandise 1 2019 3.23 
R10 Fashion designer 3 2012 3.23 
R11 Retail Service 50 2002 3.23 
R12 Electronics Business 1 2007 3.23 
R13 Education 52 2002 3.23 
R14 Retail Service 3 2017 3.23 
R15 Hospitality 6 2014 3.23 
R16 Financial Services 8 2017 3.23 
R17 Shoemaking 1 2017 3.23 
R18 Rental services 1 2000 3.23 
R19 Baby & Child care 1 2011 3.23 
R20 Web Application 

development and 
business advisory 

8 2010 3.23 

R21 Event planning and 
catering services 

4 2016 3.23 

R22 Publishing 3 2009 3.23 
R23 Manufacturing 12 2005 3.23 
R24 Waste recycling 6 2007 3.23 
R25 Jersey Sales 10 2019 3.23 
R26 Graphics and 

Publicity Solutions 
3 2015 3.23 

R27 Event Planning 
Services 

6 2019 3.23 

R28 Retail 4 2019 3.23 
R29 Fashion 1 2020 
R30 Branding Services 2 2017 
R31 Consultancy 5 2017
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Fig. 14.1 Analysed response on effects of COVID-19 on MSMEs

lockdown” (Respondent 3). Respondent 10 simply replied that “Due to the 
nature of my business, no one is ready to make dresses because all occasions 
have been cancelled ”. 
However, the largest number of these respondents identified the 

opportunities that abounded with the harmful surrounding disruptions 
and were able to redirect theirs and their firms’ efforts to a more positive 
direction that ensured business continuity. For example, Respondent 21 
opined that business has suffered “low sales—lack of access to the market. 
The high cost of the product” but on a positive note, the pandemic has 
“opens my eyes to another method of doing business. Help me build and 
focus my business online”. Similarly, another respondent shared that the 
downside of the pandemic is that “It has reduced the number of walk-
in customers, and sewing cloth is not a priority for people now”, yet the 
positive side is that it has resulted in an “Increase in demand for the hand-
made facemask” (Respondent 29), hence diversifying the respondent’s area 
of business. 
The mixed findings from this study about how MSMEs operators 

perceive and develop capabilities around the impact of disruptions on the 
businesses are consistent with reports from the literature (for example, 
Dogbe et al., 2020; Mohamud & Sarpong, 2016). MSME operators 
generally have entrepreneurial traits and characteristics that help them 
convert difficulties into opportunities and hence ensure the adaptiveness 
of their businesses. Opportunity identification and strategic resources
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mobilisation to fulfil those opportunities is a strategic capability that 
entrepreneurs engage in ensuring that environmental turbulences are 
converted to firm-based advantages (Adegbuyi et al., 2018). The inser-
tion of opinion of the effect of COVID-19 on MSMEs as displayed in 
the Fig. 14.1 shows the collated response of the respondents on util-
ising the online business with the perception of change coming with 
involving the financial institutions. This in some cases required training 
and where not possible, the need to request the personnel comes in. 
thereby increasing the tech jobs demands. We could therefore state that 
the pandemic has resulted into the adoption of an overhaul to partial 
change of MSMEs businesses. This comes without their permission as 
the urgency to survive thrives in. 

Theme Two: Operational Strategies of MSMEs During Corona 
Virus Disease Pandemic 

Respondents were asked about their operating strategies during the 
pandemic and a possible change of strategy in their operations. The 
answers revealed that MSMEs operators in Nigeria have opened up 
to virtual reality and digital platforms for ensuring business continuity 
as forms of maintaining adaptiveness during the period of disruptions 
caused by the pandemic (see Fig. 14.2). For example, Respondent 7 who 
claimed that before the pandemic the business operated by “Customer 
relations, fast response time to projects” further established that since the 
pandemic began, the business has had to settle for “virtual communica-
tion” as its principal operating strategy. Similarly, Respondent 13 which 
operates an education services firm opined that the business’ primary 
operating strategy has been “We provided high quality educational primary 
and secondary school services at an affordable rate”. Nevertheless, with the 
emergence of the environmental disruptions caused by the pandemic, 
the business operations have been through “virtual ” means. Hence the 
focus of the business has not only resided in a cost advantage strategy or 
a low-cost strategy. However, there is now the inclusion of virtual means 
of reaching customers at the same lost cost and quality.

Also, the responses from several respondents revealed that part of the 
coping strategies for sustaining business operations during the pandemic
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Fig. 14.2 Analysed response on operational strategies of MSMEs during Corona 
Virus Disease Pandemic

was the diversification strategy, either in the complete form or a hori-
zontal diversification. For example, a respondent claimed that “yes” the  
business has had to diversify and that “the new line of business is an 
essential service most especially at this time” (Respondent 15). Another  
respondent also affirmed that during the pandemic the business has 
diversified into essential needs “We focused on products that customers 
will need during this period, such as tripod stands for online training, 
tabs for children, and so on… did massive adverts and got great feedback” 
(Respondent 4). 
The findings from the present study reveal that the pandemic has 

forced MSME operators to become more innovative and adaptable to 
the current disruptions. The result from our study is consistent with the 
suggestions made by Fiksel et al. (2015) that disruptions propel firms to 
engage their capabilities in ensuring adaptability to the challenges posed 
by the environment rather than thinking of failure as an option. The 
current trends with the pandemic have opened MSMEs to new digital 
realisation and the possibilities of adjusting their firms’ operations and 
supply chain modalities to virtual possibilities, while yet sustaining the 
firm’s existence. The main adaptation was to be involved int eh online 
presence and this was shown in Fig. 14.2. Furthermore, the attachment 
of the services rendered with delivery strategies was needfully employed 
as stated by the business owners. We can postulate at this junction that 
marketability of the products/services entrails the customers to the busi-
nesses and as such during the pandemic volume was not the essence but
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the operational strategy was the quality of the product/services delivered 
periodically or rendered. 

Theme Three: Directions for Future Operations and Possible Policy 
Frameworks 

The opinion gathered from this theme provided insight into the futur-
istic thinking of the MSME operators. It reflects, also, their opinion 
about the role of government in supporting the continuity of MSMEs 
and policy directions to consider hereafter. The general opinion of 
respondents revolved around the need to become more digitally oriented 
in the operations of the firms (see Fig. 14.3). For example, a respondent 
established that the business would “be more tech-savvy never undermining 
the importance of IT” (Respondent 7). Also, another respondent opined 
that “We would continue to deploy our services remotely” (Respondent 16). 

Fig. 14.3 Analysed response on future business operations and probable 
strategy contexts during corona virus disease pandemic
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About the possible areas of support from the government, the insights 
supplied by the respondents will serve as eye-openers. A respondent 
established that “the government is not doing anything to ensure busi-
ness survival. The Covid-19 funds advertised come with highly unreachable 
requirements” (Respondent 20). Hence, calling attention to the fact that 
funding must be available and accessible, based on the assurance that 
the requirements support the peculiarity of the informal MSMEs in 
Nigeria. Also, another respondent raised the challenge of power “do we 
have a government? Our government are not helping businesses as far as am 
concerned, imagine in a country where you cannot operate fully well because 
of power holding and their high tariff ” (Respondent 24). 
This research has answered the question of whether MSME operators 

in Nigeria have gathered sufficient experience from the present pandemic 
that will inform their preparedness for future unforeseen disruptions. 
Organisational adaptiveness encompasses the capabilities that firms have 
to survive pandemics and sustain existence and growth over time. The 
present findings from the study reveal that the MSME operators are 
having a strategic view towards the future sustenance of their firms. For 
business operators, technological adaptability and operational dynamism 
are critical resources for adaptiveness. Indeed, Yu et al. (2019) affirmed 
that supply chain dynamism supports firms’ responses to the business 
environment. The engagement of the QSR Nvivo 12 on the gathered 
data furthered aided suggested theme of the future operations ad possible 
framework of the businesses in COVID-era and it was spatulated that the 
upshot of delivery businesses must be intwined with online services for 
sustainability. The reference to timeliness by the clients was much-added 
preference for retainment of their respective businesses in all sectors. 
Marketing was purely never undermined for a reference by clients. From 
the attached Fig. 14.3, it can be seen that the loyalty flows seemliness 
well with quality and type of services rendered irrespective of the tie and 
season.
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14.5 Implications for Theory and Practice 

The present study has made an original contribution to the field of 
strategy and organisational behaviour by establishing the adaptiveness 
of firms during periods of unexpected disruptions caused by health-
related outbreaks. Whereas the strategy literature has widely established 
firms’ responsiveness to human-made and natural disruptions, the event 
of the coronavirus disease with its widespread and global shut down of 
economies opened businesses to the need for more responsive strategies 
to organisational adaptiveness (see Fig. 14.4). The context of this current 
research, being MSMEs in an informal developing economy, presents 
new insights into how firms are reacting swiftly to ensure continuity 
and sustained economic performance. The key ideas from this research 
reflect the need for MSMEs operators to diversify their operational strate-
gies into technology-induced business models, rather than the current 
over-reliance on in-person methods of operating business. The findings 
imply the need for practices such as virtual operations, consciousness 
in empowering technology-driven supply chains, and more concentra-
tion on fulfilling customer demands in the most minimal time possible. 
The findings from this study also suggest that governments of developing 
economies must now give more focus to technology-based investments 
that can support businesses to thrive. Indeed, this will imply the need to 
ensure a technology-driven society where supply chains and businesses 
can operate smoothly with minimal in-person contact.
Theoretically, this study has demonstrated the appropriateness of the 

dynamic competencies theory in supporting the growth of developing 
economies during times of unforeseen environmental disruptions. There 
is also, therefore, a call for more intense interrogations into the different 
peculiar roles and applicable methods that the dynamic competencies 
theory could take to support the growth of Africa’s, and other developing 
economies during disruptions.
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Fig. 14.4 Analysed response on implication of Corona virus disease pandemic 
on developing economies

14.6 Conclusion and Further Research 

This study concludes that MSMEs in Nigeria demonstrate capabilities 
that help them to be adaptive during times of environmental disrup-
tions. Respondents for this present study included MSMEs operators in 
Nigeria. The findings reflect the capability of entrepreneurs in Nigeria, 
and the importance that they place, on ensuring that their businesses 
continue to operate during health-induced global environmental disrup-
tions and remain sustainable beyond the disruptions. This was shown 
in the evidence of firms responding with fast adopting digital methods 
and the possibilities of adjusting their firms’ operations and supply chain 
modalities to virtual possibilities, while yet sustaining the firm’s existence. 
Earlier in this study, the contributions were discussed. Nevertheless, this 
study recommends that further research extends investigations into the 
applicability of dynamic competencies theory within other developing 
competencies to identify specific strategies and characteristics of MSMEs 
during times of environmental disruptions.
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15.1 Introduction 

Over the last decades, the importance of entrepreneurship activity as a 
core economic growth factor has been reiterated (e.g., GEM, 2017/2018; 
Opute et al., 2021; Schumpeter,  1911, 1934). Given that importance, 
entrepreneurship activity remains a critical global thematic for scholars as
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well as governments and policy makers. Consequently, there is increasing 
advocacy for knowledge development in this domain (e.g., Nwankwo & 
Gbadamosi, 2020; Opute et al., 2021; Piñeiro-Chousa et al., 2020). 
Within the entrepreneurship discourse, a major contrast is found from 
the point of how entrepreneurship activity has enabled economic growth: 
while Western context insights document a significant economic growth 
impact (e.g., Audretsch et al., 2018; Colombo et al., 2014; OECD, 
2019), insights from the SSA setting point to less productive outcome 
despite increasing entrepreneurship endeavours (e.g., GEM, 2017/2018; 
Iwu & Opute, 2019; Iwu et al., 2020c). As a matter of fact, in both 
latter cases, Iwu and his colleagues lament the typical survivalist nature 
of entrepreneurship in the SSA domain, and consequently the incapacity 
to contribute to economic growth. 

Recent literature that supports the advocacy for more productive 
alignment of entrepreneurship activity in the SSA setting underlines 
the pertinence for rethinking the strategies to enable economic growth 
impacting entrepreneurship (e.g., Ibidunni et al., 2022; Opute et al., 
2021). It is this rethinking logic that drives this chapter which aims to 
contribute to the increasing effort for more illumination of entrepreneur-
ship activity, and economic growth impact, in the SSA context. Taking 
this rethinking approach is a critical way forward towards steering 
entrepreneurship activity for combating the ever-increasing unemploy-
ment and poverty levels in the SSA setting. 

Economic development theorists have severally underlined the impor-
tance of entrepreneurship leadership towards driving economic growth 
impacting entrepreneurship (e.g., Fritsch, 2017; Schumpeter,  1911, 
1934). In a recent Call for Chapters that lend a voice to the advo-
cacy for further knowledge development of entrepreneurship in the SSA 
setting, Eniola et al. (2021) emphasise not only critical entrepreneur-
ship bottlenecks in the SSA context but also the pertinence for strategic 
leadership initiatives. Succinctly captured, while domain literature flags 
numerous impediments to productive entrepreneurship outcome in the 
SSA setting, a common thread in the discourse relates to ineffective 
entrepreneurship ecosystem alignment (Eniola et al., 2021). In the 
contemporary global economic landscape where economies are facing 
massive challenge in containing increasing unemployment and poverty,
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the aforementioned advocacy could not be more valid. Organisations 
need to embrace strategic and pro-active leadership initiatives towards 
enabling them to effectively cope with the increasing challenge of 
competing effectively in the market (and satisfying the customers) (e.g., 
Hussain et al., 2017; Opute,  2020; Opute et al., 2020b). Further-
more, literature underlines the criticality for entrepreneurship to embrace 
effective leadership that enables them to adapt effectively to turbulent 
developments (e.g., Ibidunni et al., 2022; Opute et al., 2020b). This is 
a major research premise and this chapter aims to contribute to knowl-
edge in this domain and offer a strategic guide for a more economic 
development enhancing entrepreneurship focus in the SSA setting where 
unemployment and poverty remain enormous challenges. 
The chapter is organised thus: First, the theoretical framing is 

explained. In doing that, the theorising of entrepreneurship and under-
lying rationality are also explained. Following that, the leadership 
focus of this chapter is explained, emphasising the importance of this 
approach to achieving productive entrepreneurship towards boosting 
economic development and combating unemployment and poverty in 
the sensitised context. A dual leadership conceptualisation that combines 
entrepreneur and government aspects is forwarded in this chapter. To 
conclude, this chapter offers relevant recommendations and flags direc-
tions for further knowledge development in this domain. 

15.2 Conceptual Framing of This Chapter 

While literature has re-echoed the importance of entrepreneurship in 
steering sustainable economic growth and national well-being (e.g., 
GEM Report, 2017/2018; Opute et al., 2021, 2022b), entrepreneurship 
literature about sub-Saharan Africa (SSA) suggests that the economic 
growth impact of entrepreneurship remains relatively low (e.g., Iwu & 
Opute, 2019; Iwu et al., 2020; Zachary, 2020), and as a result the 
economic challenges of high levels of unemployment and poverty remain 
major concerns in that setting. As noted further by these scholars, 
entrepreneurship activity in the SSA contest is relatively survivalist
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natured. This chapter supports the thesis that productive entrepreneur-
ship that would boost economic growth and combat unemployment and 
poverty can be achieved in SSA if entrepreneurship effort is strategi-
cally initiated and implemented. Next, the entrepreneurship viewpoint 
forwarded in this chapter is specified. Following that, key entrepreneur-
ship statistics about the SSA context compared to other contexts are 
presented. 

15.3 Entrepreneurship and Entrepreneurship 
Measures in This Chapter 

In a perspective that recognises the importance of strategic orientation 
and marketing logic, Kraus et al. (2010) submit thus: “‘entrepreneurship’ 
is an adjective that describes an approach to marketing that embraces the 
opportunities of the marketplace in terms of an effective implementa-
tion of price, place, promotion, and product tactics (four Ps) by being 
risk-taking, innovative, and proactive” (p. 21). Emphasising the criti-
cality of innovation in development discourse, Schumpeter—a pioneer 
in entrepreneurship discourse and once referred to as “prophet of inno-
vation” (McCraw, 2007, cited in Croitoru, 2012, p. 137), describes the 
activity of entrepreneurs to include, amongst others, creating new invest-
ment, growth and employment opportunities (Schumpeter, 1911/2008). 
Recent literature has not only reinforced the new investment creating 
substance (e.g., Opute, 2020; Opute et al., 2021) but also underlined 
the importance of more strategic and entrepreneurial marketing focus 
towards driving productive entrepreneurship (e.g., Nwankwo, 2020; 
Nwankwo & Gbadamosi, 2020; Opute,  2020). 

Grounded in the development viewpoint, this chapter takes 
into consideration the aforementioned (Opute, 2020; Opute et al., 
2021; Schumpeter,  1911/2008) views. Therefore, we conceptualise an 
entrepreneurship viewpoint that leverages Schumpeter (1911)—Schum-
peterian “theory of economic development” and Schumpeterian vision 
of the entrepreneur; bearing in mind however the importance for a 
strategic orientation for achieving productive entrepreneurship (e.g., 
Opute, 2020; Opute et al., 2021).
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In the entrepreneurship contextualisation for this chapter, we invoke 
GEM’s conceptual framework for steering development and enhancing 
entrepreneurship. GEM’s framework recognises that “entrepreneurship 
is part of a complex feedback system and makes explicit the relation-
ships among social values, personal attributes and various forms of 
entrepreneurial activity” (GEM Report, 2017/2018, p. 13). The frame-
work underlines the interdependency between entrepreneurship and 
economic development to (GEM, 2017/2018, p. 12):

● identify conditioners (enablers or disablers) of entrepreneurial 
activity, particularly regarding societal values, personal attributes, and 
entrepreneurship ecosystem;

● offer a platform for gauging the association between entrepreneurial 
activity and economic growth in individual economies; and

● ascertain policy implications with regards to boosting entrepreneurial 
capacity in an economy. 

GEM (2017/2018) describes a two-component framework (NFCs and 
EFCs—see Leadership Theory, Strategic Leadership and Entrepreneurial 
Effectiveness) of entrepreneurship indicators for economic development. 
Comparative to other regions, SSA is significantly underachieving in the 
majority of the entrepreneurship indicators (see Tables 15.1 and 15.2).

As documented in GEM (2017/2018), at 6.9 (see Table 15.3), Africa 
has a significantly higher discontinuation of business rate (percentage of 
population aged 18–64) compared to other regions—Asia and Oceania 
(5.5), Latin America and Caribbean (5.2), Europe (2.9) and North 
America (5.5). This is a major concern and as the statistics for South 
Africa show (see Table 3), business discontinuation rate has been on 
the increase except in 2016. Thus, African entrepreneurships have a 
shorter longevity, an outcome that no doubt is traceable to inadequate 
entrepreneurial ecosystem alignment. Based on statistical evidence (see 
Table 15.2), GEM (2017/2018) pinpoints a major contributing factor 
to the low economic development impact of entrepreneurship in the 
SSA context: despite the encouraging high level of opportunity-driven
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TEA, not enough is done in the area of necessity-driven TEA towards 
absorbing the unemployment and underemployment pressure arising 
from the ever-increasing population. 

15.4 Leadership Theory, Strategic Leadership 
and Entrepreneurial Effectiveness 

The importance of effective leadership to organisational well-being has 
been substantially documented (e.g., Hussain et al., 2017; Knies et al., 
2016; Opute,  2014; Opute et al., 2020b), Responding to increasing 
advocacy for further illumination of this importance (see Introduc-
tion), this chapter forwards a leadership framework towards enhancing 
entrepreneurship impact on economic growth. Literature distils several 
leadership styles. It is not a central focus in this chapter to engage with 
the various leadership typologies, rather, the aim is to provide a leader-
ship viewpoint that draws from the fit theory. Thus, the term leadership 
in this chapter draws from Schumpeter’s (1911, 1934) connotation of 
entrepreneurship leadership and refers to a leader’s method and how the 
leader strategises and implements the entrepreneurship activity. 
Economic development theorists have emphasised the criticality for 

effective leadership in steering entrepreneurship for economic develop-
ment (e.g., Fritsch, 2017; Schumpeter,  1911, 1934). Over 100 years 
after Schumpeter (1911) underlined the importance of entrepreneur-
ship leadership, this significance is ever increasing as nations globally 
struggle to contain unemployment and poverty challenges. Scholars have 
categorised good leadership qualities to include being honest, forward 
looking, competent and inspiring, as well as flexibility and adaptability 
to operational environment (Kouzes & Posner, 2007). In a marketing 
perspective that recognises crisis response (Covid-19) pertinence, Opute 
et al. (2020b) underline forward looking, competence, flexibility and 
pro-activeness as critical attributes. Elaborating, Opute et al. (2020b) 
emphasise that leadership must be strategic, responsive and operationally 
aligned towards profitably satisfying customers who, as noted by Opute 
et al. (2022) are increasingly becoming powerful in their purchase deci-
sion making due to globalisation and technological evolution impact.
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Sustainability perspective on leadership underscores the criticality for 
caring and inspiring others, bearing in mind the well-being of humanity 
and other aspects of life and nature (Avery & Bergsteiner, 2011). 
This chapter recognises these management, marketing and sustainability 
perspectives in forwarding knowledge on how entrepreneurship in the 
sub-Saharan Africa setting could be productively steered. 
Having effective entrepreneurship leadership in place is funda-

mental to achieving entrepreneurship activity that would enable the 
entrepreneurship focus in this chapter and economic growth potency 
of entrepreneurship. Effective entrepreneurship leadership is essential 
to ensure that the entrepreneurial processes are strategically organ-
ised and core elements of marketing (product, price, place and 
promotion) are effectively implemented to satisfy the customers at 
a profit. Offering a comprehensive guide for optimising economic 
growth enhancing entrepreneurship, GEM (2017/2018) underlines the 
pertinence of two critical components (pp. 12–13): National Frame-
work Conditions (NFCs) and Entrepreneurship Framework Conditions 
(EFCs). While the former considers societal advancement “through 
the three phases of economic development (factor-driven, efficiency-
driven and innovation-driven)”, the latter emphasises entrepreneurial 
ecosystem quality, such as “entrepreneurial financing, government policy, 
government entrepreneurship programmes, entrepreneurship education, 
research and development (R&D) transfer, commercial and legal infras-
tructure, internal market dynamics and entry regulations, physical infras-
tructure, and cultural and social norms”. In conceptualising leadership 
in this chapter, a dual approach that leverages GEM’s (2017/2018) 
NFCs and EFCs viewpoint, is taken. Specifically, the leadership focus in 
this chapter aligns to the importance for factor-driven, efficiency-driven 
and innovation pertinence in strategizing entrepreneurship for optimum 
economic development impact. Also, recognising the importance of the 
government to play an active role in facilitating entrepreneurship activity 
and economic development outcome, the leadership focus takes into 
consideration the EFCs of entrepreneurial financing, government policy, 
government entrepreneurship programmes, entrepreneurship education 
and physical infrastructure (specifically technological facilities). Within 
that focus, we forward a leadership lens that underscores the importance
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of entrepreneurial skills-set for steering productive entrepreneurship. 
Secondly, we forward a leadership aspect that recognises the critical facili-
tating role that governments play in steering economic growth impacting 
entrepreneurship. 

15.5 Leadership Perspective One: 
Entrepreneurial Skills-Set 

The need to effectively skill entrepreneurs has been re-echoed in 
entrepreneurship discourse. For example, much research effort has been 
invested into understanding entrepreneurship education (e.g., Iwu et al., 
2020b; Opute et al., 2021, 2022b; Ratten & Jones, 2020) and  other  
related entrepreneurship aspects. In this chapter, we focus on three 
elements of entrepreneurial skills-set (entrepreneurial marketing, inno-
vative drive and technology and social media). 

Entrepreneurial Marketing 

Effectively achieving economic development requires a dynamic 
approach (e.g., Fritsch, 2017; Schumpeter,  1911, 1934). From the 
entrepreneurial point, insights that align to this dynamic approach foun-
dation have re-echoed the need for entrepreneurial marketing approach 
(e.g., Nwankwo & Gbadamosi, 2020; Opute,  2020; Theodoraki et al., 
2018). To thrive and fulfil its snowballing economic growth impact, 
entrepreneurial marketing tool must be leveraged to strategically steer 
entrepreneurial activity (Opute, 2020). 

Entrepreneurs must possess leadership skills that enable them to 
understand the importance of entrepreneurial marketing and how to 
contextualise it for optimum entrepreneurial productivity. Entrepreneurs 
must embrace marketing logic that prioritises the target of creating 
value. Entrepreneurs’ leadership initiatives should focus around strategic 
marketing orientation to identify market problems in the entrepreneurial
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space, finding novel solutions, leveraging opportunities, embracing flexi-
bility and creativity and staying pro-active in the entrepreneurial activity 
focus. 

Innovative Drive 

According to economic development theorists (e.g., Fritsch, 2017), 
the German economist Schumpeter, in his book titled Theorie der 
wirtschaftlichen Entwicklung (1911), was the pioneer in underlining the 
importance of innovation to entrepreneurship and economic develop-
ment. Fritsch (2013) notes that innovation spurs the growth process 
while (Piñeiro-Chousa et al., 2020) add that innovation is one of the 
bases of economic growth. Schumpeter notes that anyone seeking profit 
must innovate (Schumpeter, 1911, 1934). The critical importance in 
steering economic growth impacting entrepreneurship has been numer-
ously underlined in the literature (e.g., McAdam et al., 2016; Opute,  
2020; Opute et al., 2021). Indeed, literature notes that innovation is a 
core driver of competitiveness (e.g., Ibidunni et al., 2021; Opute,  2020) 
and economic dynamics (e.g., Opute et al., 2021). Schumpeter (1934) 
distilled five innovation strategies: 

1. New product launch or enhancing already existing products with 
unique features (see also, Opute, 2020); 

2. Application of innovative (new in the industry) strategies in produc-
tion or product sales; 

3. Penetrating a new market (see also Opute, 2020); 
4. Exploring new supply channels for raw material or semi-finished 

goods; 
5. Explore options for creating a new industry structure (leading to, or 

destruction of a monopoly position. 

Unlike other regions, SSA is yet to recognise the criticality of inno-
vation orientation in entrepreneurship (see Table 15.4) (GEM, 2017/ 
2018). Recognising the importance of innovation and enforcing inno-
vation orientation in entrepreneurship requires a leadership focus that 
galvanises innovation mindset. Entrepreneurship leadership would not
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only need to be conscious of these innovation options but must also 
make a committed effort to strategically and effectively initiate and 
implement such innovation effort.

Utilising Technology and Social Media 

As technology constantly evolves, global dynamics are witnessing tremen-
dous transformations as a consequence. For example, in marketing liter-
ature, technological evolution enabled marketing paradigm shift from 
physical place (marketing mix) to virtual place has been documented 
(e.g., Opute et al., 2020b, 2022a; Rachinger et al., 2019). Thus, selling 
is no longer physical domain based but rather transpires digitally. The 
challenges faced by organisations, as well as individuals, as a conse-
quences of the Covid-19 induced movement restriction have reminded 
of the pertinence for alternatives to the physical place operational modus. 
Technology-enabled marketing is a critical alternative that entrepreneurs 
must utilise in their entrepreneurial marketing initiatives. Entrepreneurs 
must possess leadership skills that would enable them to understand 
the technology utility for marketing and also effectively organising their 
entrepreneurial marketing strategies to optimise that utility. With such 
leadership skills, entrepreneurs would also be able to effectively utilise 
social media to network with other entrepreneurs and engage closely 
with customers. Such leadership skills would also enable the entrepreneur 
to strategically organise the marketing practices to secure competitive 
capacity in both local and global markets (Opute, 2020; Rachinger et al., 
2019) and also keep in mind inclusivity aspects for ensuring broad 
consumers coverage (Opute et al., 2022a). 

15.6 Leadership Perspective Two: 
Government as Facilitator 

The pertinence for the government to actively fulfil its facilitating role in 
driving economic growth impacting entrepreneurship has been lauded in 
entrepreneurship discourse (e.g., Iwu & Opute, 2019; Iwu et al., 2020c).
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The government can fulfil this facilitating role in several ways that 
include supporting mechanisms and strategies for enabling new busi-
ness start-ups and sustenance towards contributing to economic growth 
(Iwu & Opute, 2021). In this leadership aspect, this chapter considers 
three facilitating strategies that the government can exploit to boost 
productive entrepreneurship (government policies, financial facilitation 
and digital enablement). 

Government Policies 

As a primary institutional change agent in national economies, the 
government must understand and strive to fulfil its primary respon-
sibility in enhancing regional economic competitiveness and igniting 
entrepreneurship spirit in the information economy era (Yoon et al., 
2015). A critical element in that responsibility relates to ensuring appro-
priate policies GEM (2017/2018). As noted by Bjerke and Johansson 
(2015), knowledge exchange amongst innovation networks is the secret 
to the success of small and medium-sized businesses in entrepreneur-
ship. The government must develop practical policies for key players 
in entrepreneurial innovations to enhance initiatives in order to absorb 
knowledge and its capacity to transform that knowledge (Huggins & 
Thompson, 2015). 

The government can play a major facilitating role in promoting 
competition and overall economic efficiency by ensuring policies 
that enable entrepreneurships effectively navigate business environment 
constraints. A 2016 MENA survey of businesses found that large corpo-
rations are more productive, but they use capital inefficiently. Insights 
on SMEs in South Africa point to business environment’s inefficien-
cies and lack of government policies that enable these businesses to 
effectively navigate through such challenges (Iwu & Opute, 2019; Iwu  
et al., 2020c). Government policies that would eliminate bottlenecks, 
ease restrictions and enable strategic entrepreneurship activity and gener-
ally improve competitiveness are critical for equitable economic growth 
(EBRD, 2016). The ability of businesses to thrive, invest, create jobs and
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innovate, which in turn boosts productivity and competitiveness, hinges 
critically on a supportive business environment. 

As noted by EBRD (2016), policy makers continue to place a high 
focus on understanding the variables that might be limiting the expan-
sion of private enterprises and on resolving these limitations through 
regulatory changes (EBRD, For instance, the Arab Spring and their after-
math, as well as unsolved social tensions and conflicts in the MENA 
region, are all reflected in the MENA ES findings, which identify polit-
ical instability as the most frequently cited barrier to private sector 
development (EBRD, 2016). Strategic government policies would not 
only facilitate the ability of affected businesses to effectively navigate such 
challenges but also enable start-ups and sustenance of entrepreneurships. 
GEM has consistently emphasised that while it is not the government’s 
job to launch new businesses, it is unquestionably their duty to create 
an environment that is conducive to doing so. This includes eliminating 
obstacles that hinder easy launch of new ventures, and ability to succeed, 
and potentially, create new jobs (GEM, 2017/2018). 

Financial Facilitation 

Another aspect that the government can play a facilitating leadership role 
relates to finance. According to Huang et al. (2022), fiscal and tax poli-
cies/strategy encourages innovation and productivity growth by enticing 
start-ups to enter the market, mostly in the form of financial subsidies 
and tax advantages (Aghion et al., 2015). Improving enterprise inno-
vation performance is made possible by the relationship between tax 
incentives and business R&D spending (Dai & Chapman, 2022). A 
good fiscal and tax policy can encourage businesses to file for patents 
on their inventions and can provide a favourable climate for indepen-
dent innovation. Enterprise finance policies would enable entrepreneurs 
(Qi et al., 2020), and the enterprise innovation index is a significant 
reflection of entrepreneurship and innovation, and in general, fiscal and 
tax policies can directly assist enterprise innovation activities (Fan et al., 
2020).
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According to the EBRD’s, 2016 study of the MENA ES economies, 
the private sector remains largely unconnected to the financial system in 
the majority of the nations surveyed. The potential for private sector 
growth may be substantially hampered by this. As further noted by 
EBRD (2016), the loss of job growth is a cost of financial exclusion. 
These expenses are especially significant in communities where persis-
tent underemployment is a problem. Even while demand and supply 
considerations may both contribute to such financial exclusion, it is 
obvious that this is a less-than-ideal result. The research also identifies 
possible avenues for re-establishing business relationships with the finan-
cial sector. Access to financing is projected to benefit from increased 
bank competition and decreased governmental funding requirements. 
The EBRD, 2016 study also demonstrates how the large level of credit 
extended to governments and state-owned businesses makes the MENA 
ES area unique. By formulating policies, governments can offer risk-
adjusted returns that are more attractive than private sector borrowing, 
driving out the marginal private sector borrowers. Some governments 
have increased spending in the wake of the “Arab Springs” in an effort to 
maintain social harmony and economic activity. For instance, in Egypt, 
demands on the public sector rose from 27% of GDP in 2010 to more 
than 50% in 2015. There are few options to fiscal consolidation, which 
is expected to reverse some of the crowding-out seen in recent years, as a 
result of the expansionary policies’ strain on the fiscal buffers. Programs 
to improve banks’ ability to evaluate credit risk should go hand in hand 
with a regulatory shift in favour of more competition. The authors of 
the EBRD (2016) report argues that financial stability should not be 
sacrificed in order to increase financial access. To avoid competition-
driven reckless lending practises, the institutional structure needs to be 
modified. Such initiatives may also lessen possible reform resistance from 
incumbents, who will be better equipped to handle the difficulties that 
come with increased competition (Campos et al., 2015; McKenzie &  
Woodruff, 2017). 

Previous reports on the state of entrepreneurship such as GEM 
(2017/2018), OECD (2020/2021) have suggested that government poli-
cies can support initiatives to increase the capacity of banks and the 
supply of bankable businesses. Such initiatives, they argue, ought to be
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designed to decrease information asymmetries that hinder lending to 
SMEs by making them less opaque. In actuality, this can entail assisting 
business owners in creating a business plan or an organisational struc-
ture. However, such programmes are limited by the fact that they are 
inevitably tiny in comparison to the size of the economy (Yu et al., 
2014). Increased competition might encourage banks to look for new 
market niches like SME financing. As long as the proper organisational 
structure is not in place, SME lending may not be appealing to banks 
focusing on corporates. However, competition might encourage organi-
sational and procedural reform, which would make it easier for people 
to get financing. In light of this, government/bank regulators may want 
to consider the level of competition when assessing licence applications. 

Digital/Technology Enablement 

Societies globally are increasingly becoming digital and technology 
enabled (Opute, 2022). The pertinence therefore for businesses to 
recognise this technology era transition and ensure competition fit for 
the post-pandemic era has been repeatedly lauded in recent literature 
(e.g., Opute, 2022; Opute et al., 2022a, 2022b). For entrepreneur-
ships, achieving the stakes in this dispensation requires government 
actively playing its leadership role by ensuring facilitating mecha-
nisms. Economic transformation, which includes a digital transforma-
tion strategy, has an impact on how competitive innovation systems, 
particularly when it comes to changes in resource demand, network 
operations and communication channels in entrepreneurial activities 
(Satalkina & Steiner, 2020). Innovative small and medium-sized firms 
are now faced with multiple challenges in the form of heavy financial 
burden, technical challenges and a skills scarcity (Gamache et al., 2019). 
Through strategic policy and hands-on-deck mechanisms, the govern-
ment can play a significant facilitating role in helping entrepreneurs 
effectively navigate these challenges. For example, the government can 
enforce digital transformation laws to aid businesses in navigating the 
complexity of change and to appreciate the value of sharing information,
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expertise, data and technology in order to encourage entrepreneurship 
(Hao & Zhang, 2021). 
The government could also initiate ways to enhance manage-

ment model and strengthen entrepreneurship (Oluwatobi et al., 
2015). According to Urbano and Alvarez (2014), the likelihood of 
entrepreneurial success can be increased by reducing the number of 
entrepreneurial procedures and raising cultural knowledge. Government-
sponsored e-government initiatives can streamline the procedures and 
steps needed for entrepreneurship, lower the time and money expenses 
for entrepreneurs, and foster enterprise innovation (Das & Das, 2021). 
Additionally, government exposure and entrepreneurial initiatives may 
help to build an entrepreneurial culture and inspire entrepreneurs. As 
part of its leadership strategies, government’s facilitating initiative could 
also involve funding technology hubs (Opute et al., 2022a) that could 
be leveraged by entrepreneurships that may not have the capacity to own 
relevant technology and digital infrastructure. 

15.7 Recommendations 

Over the years, the fact that entrepreneurship impact on economic 
development remains significantly low in sub-Saharan Africa has been 
reiterated (e.g., Iwu & Opute, 2019; Opute et al., 2021). Recognising 
the pertinence for a committed effort to change the tide, entrepreneur-
ship in Africa has featured significantly in academic discourse (e.g., 
Adeola et al., 2023; Ibidunni et al., 2022; Irene et al., 2022; Opute et al., 
2021, 2022b), as well as gained much governmental attention in the last 
decade. According to Schumpeter (2008), entrepreneurial profit consti-
tutes an “independent value phenomenon fundamentally connected with 
the role of leadership in the economic system” (p. 147). Responding 
to increasing advocacy for pro-active and futuristic entrepreneurship 
perspective (e.g., Ivanova & Rimanoczy, 2022; Opute et al., 2021, 
2022b), this chapter concurs with Schumpeter’s leadership role view-
point and forwards a leadership framework (See Fig. 15.1).

Re-echoing critical guideline for economic development enhancing 
entrepreneurship (GEM, 2017/2018), the leadership framework
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forwarded in this chapter aligns with the foundation that entrepreneur-
ship activity is the outcome of the tripartite interaction between an 
individual’s perception of an opportunity, an entrepreneur’s motivation 
and skills to act and the respective environmental conditions of the 
individual (entrepreneur). 

GEM has consistently suggested a direct association of the level of 
education to an individual’s business start-up and sustainability beyond 
the nascent stage of development (GEM Report, 2017/2018) By impli-
cation, people with higher level of education are highly likely to be 
entrepreneurial as they perceive themselves to be skilled enough to 
successfully run a business. Recent literature has not only reinforced that 
logic (e.g., Iwu et al., 2020a; Valencia-Arias et al., 2021) but also lauded 
the advocacy for more illumination of entrepreneurship education and 
entrepreneurship impact (e.g., Iwu & Opute, 2021; Iwu et al., 2020b; 
Opute et al., 2022b). Specifically, on the SSA setting, GEM (2017/2018) 
Global Competitive Index report notes that poor quality of the education 
system is a hindrance to improving entrepreneurial activity while Opute 
et al. (2022b) lament not only the inadequateness of the curriculum 
content but also failure to strategically structure entrepreneurship educa-
tion to effectively galvanise entrepreneurial uptake and equip students 
with necessary problem-solving, entrepreneurial marketing and pro-
active mindset. Genuine efforts must be made towards addressing these 
bottlenecks of entrepreneurial activity. To fully achieve that and meet
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the level for realising reasonable entrepreneurial indicators (social values, 
individual attributed and entrepreneurial activity) levels to secure the 
economic development indicators (see Fig. 15.1), the government must 
committedly play its supporting and facilitating role in analysing the 
ecosystem and ensuring mechanisms that would help entrepreneurs 
embraces steps in productively steering their entrepreneurial activities. 
As shown earlier (see entrepreneurship and entrepreneurship measures 

in this chapter), the level of business discontinuation in Africa is 
high, which is worrying given the ever increasing population in this 
region. Poor alignment of the entrepreneurial ecosystem is associ-
ated to this discontinuation and overall entrepreneurial failure in 
this region and of multiple central issues in that regard relates to 
the fact that “entrepreneurs lack the necessary skills and experience 
to start and run a business” (GEM, 2017/2018, p. 25). Critical 
leadership effort relates to strategic government facilitating initiative 
towards providing entrepreneurship coaching (on innovation, problem-
solving mindset), technical training (on entrepreneurial marketing, 
entrepreneurial networking, technology-enabled marketing) and mentor-
ships. In its leadership role, the government can facilitate these targets 
by adequately funding entrepreneurial universities and working closely 
with all relevant stakeholders (universities, entrepreneurial consul-
tants, coaches, research institutes and relevant government partners) 
in the drive to raise entrepreneurial awareness, galvanise necessity-
driven entrepreneurial start-ups and also aid established businesses for 
sustainability. Innovation is a critical element in driving productive 
entrepreneurship (Schumpeter, 1911, 1934; GEM,  2017/2018). In its 
leadership and facilitating function, the government should not only 
ensure policies that underline that importance but also play an active 
role in realising and sustaining innovation-driven entrepreneurship. 
Technology has become a constituent part of daily life (Opute, 2022), 

and as underlined by Opute et al. (2020b), the consequences of the 
Covid-19 induced movement restriction has intensified technological 
importance in societies and post-Covid organisations must not only have 
a futuristic mindset but also be technologically fit. Strategic government 
facilitating initiative should also recognise the pertinence for government 
to invest in public information and communication technology (hubs)
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that can easily be utilised by small entrepreneurships that may not afford 
own technology/digital infrastructure (Opute et al., 2022a). Government 
can fund ICT infrastructures that enable digital economy. Effort must 
also be made to ensure that entrepreneurship education curriculum is 
strategically structured to enhance the ICT skills of trainees to equip 
them with relevant Know-How for entrepreneurial activity. Such ICT 
skills are vital to enabling entrepreneurs to think outside the box and 
embrace a futuristic, innovative approach that meets digital marketing 
requirements for the post-pandemic era. 

15.8 Future Research Directions 

Innovation is a critical entrepreneurship element for driving economic 
growth (Opute, 2020; Schumpeter,  1911, 1934). Further literature has 
emphasised the need for government to fully play its supporting role in 
steering productive entrepreneurship (e.g., Huang et al., 2022; Opute  
et al., 2021, 2022b). Exploring Chinese context, Huang et al. (2022) 
forward that the extent of association to regional innovation capability 
(RIC) and extendedly entrepreneurial success would hinge on the nature 
of entrepreneurship policies. For the SSA setting, research is needed to 
understand the nature of entrepreneurship policies (entrepreneur’s and 
government’s aspects) and how these impact on innovation capability 
and overall economic development impact of entrepreneurship. 
Further studies should also give more attention to start-up elements 

of entrepreneurship to illuminate the antecedents and success rate from 
the point of longevity and contribution to economic growth (including 
also job creation). Further on the point of entrepreneurship longevity, a 
significant level of business discontinuation has been documented in the 
SSA setting compared to other continents (see Table 15.3). For appro-
priate leadership intervention actions, future research should aim to shed 
more light on the factors that explain that trend. 

Steering entrepreneurship activity in the SSA setting to a point where 
the economic growth snowballing impact can be achieved requires 
a comprehensive ecosystems approach. Within that approach is a 
committed research drive that is also steered towards understanding the
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different entrepreneurship forms (e.g., SMEs, family entrepreneurships, 
women entrepreneurships, informal entrepreneurships, amongst others) 
and the different entrepreneurship growth levels. 
Though not considered in the conceptual framing of this chapter, 

the critical importance of entrepreneurial networking in the pursuit of 
active entrepreneurship for enhancing economic development has been 
reiterated in the literature (e.g., McAdam et al., 2018; Nwankwo & 
Gbadamosi, 2020; Opute,  2020; Opute et al., 2022c). Re-echoing 
Opute et al.’s (2022c) advocacy, we draw attention to the need for 
more effort (empirical and conceptual) towards enhancing the under-
standing of how entrepreneurship networks could be optimally leveraged 
for economic growth enhancing entrepreneurship. In that regard too, 
requisite leadership requirements should be illuminated. 
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16.1 Introduction 

While there is generally no established description of the informal 
economy (IE) in the literature (Luque, 2022), phrases like the unre-
ported economy, shadow economy, or black economy (Medina et al.,
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2017). Also, it is established that the informal economy exists as a global 
phenomenon; however, there are variations within and across countries, 
especially in terms of size, characteristics, motivations for participa-
tion, regulations and contribution to the national economy (Williams & 
Kedir, 2018). 
The concept of informality was brought to light in the late 1960s 

when Hart coined the concept of the informal sector to describe 
economic activities that rural migrants in Accra, Ghana, engaged in to 
overcome external constraints and seek autonomous capacities for gener-
ating income (Hart, 1973). Hart (2009) established that the conceptual-
ization of the informal sector emanated from “a sequence of events that 
took in America’s losing war in Vietnam, the dollar’s detachment from 
gold in 1971, and the subsequent dismantling of the Bretton Woods 
regime of fixed parity exchange rates”. The concept was later developed 
into the informal economy to establish that informality is not limited to a 
sector but reflects economic activities (Luque, 2022). The International 
Labour Organization (ILO, 2002) clarified that the informal economy 
refers to all economic activities carried out by workers and economic 
units that—in law or practice—are not covered or are insufficiently 
covered in formal systems. Later, the International Labour Organization 
(ILO, 2015) further clarified that the term informal economy “does not 
cover illegal activities and that the expression “economic units” in the 
definition refers to units that a) employ labour, b) correspond to people 
who work on their account; c) they function as cooperatives and social 
and solidarity economy units”. Williams and Horodnic (2016) corrob-
orate that the informal economy consists of socially legitimate activities 
but remain undeclared to the authorities for tax, social security or labour 
law purposes. 

Sub-Saharan Africa (SSA), in the year 2021, has an approximated 
population of 1.18 billion people (World Bank Group, 2023), and
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it accounts for nearly 85% of employment in the region (Interna-
tional Labour Organization, 2023). The growing interest of sub-Saharan 
Africans in IE results from the challenges of tax burdens, the continued 
growth in unemployment, and the inequitable distribution of income 
(Makochekanwa, 2020). Much of the economic activities included in the 
informal economy of SSA are street trading and vending, sit-at-home 
services, workers on building sites, road works, kiosk operators, ship-
droppers, independent business operators and temporary job workers. 
The motivations for venturing into informal economy entrepreneur-

ship in the SSA remain an emerging discussion in the litera-
ture (Ibidunni, 2022). Researchers have investigated the necessity-
versus opportunity-driven thesis of entrepreneurial engagement in 
SSA’s informal economy (Afreh et al., 2019). The necessity-driven 
entrepreneurs are motivated or forced into participating in entrepreneur-
ship from economic and social challenges that affect their living 
conditions. Thus, venturing into self-employment is perceived as a 
bailout (Etim & Daramola, 2020). Meanwhile, opportunity-driven 
entrepreneurs are motivated by entrepreneurial participation from iden-
tified market gaps or innovations that solve well-defined problems of 
value (Ibidunni et al., 2020). However, there are arguments that many 
necessity-driven entrepreneurs only started in that form but have tran-
sited into identifying opportunities (opportunity-driven) which now 
establishes them as scaling businesses that contribute to the economic 
strength of SSA (Afutu-Kotey et al., 2017). Thus, there are calls for more 
robust investigations into the amalgamation of necessity-opportunity 
entrepreneurship and innovations in SSA, especially concerning identi-
fying required competencies, institutional and policy environments and 
every other dynamics that support the growth of business in this category 
(Adom, 2014; Li et al.,  2020). 
Therefore, in this concluding chapter of the book “Innovation, 

Entrepreneurship and the Informal Economy in Sub–Saharan Africa: 
A Sustainable Development Agenda”, our focus is to discuss the SSA 
informal economy as a springboard for entrepreneurship development 
and innovation in the region. We are responding to earlier calls to high-
light competencies and frameworks that unravel SSA’s entrepreneurship 
and innovation dynamics. Although the informal economy is recognized



408 A. S. Ibidunni et al.

as a self-reliant economy (Lal, 2012), and it requires the support of its 
ecosystem to thrive (Opute et al., 2021), there is little emphasis in the 
existing literature on how the informal economy actors should adapt 
to the factors that account their success. Thus, this chapter fills this 
gap by elaborating on the informal economy as self-reliant and identi-
fying the factors, actors, and mechanisms that enhance entrepreneurship 
development and innovation within its ecosystem. 

16.2 Theoretical Foundation of the Informal 
Economy in Sub-Saharan Africa: 
Synthesizing the Institutional Logic 
and Self-reliance Theory 

With the minimal support of the informal economy from the formal 
institutions, actors in the informal economy resort into constructing 
assumptions and values that will guide and determine their business 
sustenance. For example, in order to accomplish economic sustenance, 
business operators in the informal economy resort to augmenting the 
lapses from formal structures through self-reliance structures that define 
how they develop intra-industry networks for their continuity in busi-
ness. According to Thornton and Ocasio (1999) institutional logic 
represents “the socially constructed, historical pattern of material prac-
tices, assumptions, values, beliefs, and rules by which individuals produce 
and reproduce their material subsistence, organize time and space, and 
provide meaning to their social reality” (p. 804). 
The institutional logic theory of organizations, including large firms 

and SMEs, suggests that the firm’s behavioural antecedents and outcomes 
are structured around formal, and sometimes informal, factors in the 
firm’s environment (Martinez & Dacin, 1999). However, much of the 
evidence that supports the assertion of the institutional theory (for 
example, Larsen, 2008; Silva & Figueiredo, 2017) draws from the devel-
oped and highly stable economies. While there are scattered literature 
from the developing economies (Genin et al., 2021; Huang et al., 2017), 
there remains scantily demonstrated evidences for the adaptation of
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the institutional theory within informal economy SMEs in the devel-
oping contexts. Yet, understanding this adaptation is critical as firms in 
the informal economy must manoeuvre highly unpredictable economic 
conditions, and many of the firms’ sustenance is tied to the individual 
economy of the business owner. Consequently, in the paper, we point 
out that it may be more useful to think of institutional theory and a 
self-reliance theory as a way of better understanding entrepreneurship 
and innovation of informal economy SMEs. The complementary nature 
of these two approaches is important because neither perspective in its 
own right has the capacity to fully explain the mechanisms that enhance 
entrepreneurship development and innovation by firms in SSA’s informal 
economy. On the one hand, institutional logic is able to explain the 
structures that define entrepreneurial and innovation outcomes of the 
firms. On the other hand, the self-reliance theory is able to demys-
tify the unstructured and spontaneous responses that firm operators 
must demonstrate in dealing with unexpected changes from the business 
environment. 
The theorization of self-reliance, especially within the informal 

economy and development field, rests upon the notion that indi-
viduals depend on their sufficiency for survival. At the same time, 
communities take responsibility for their existence (Mhando, 2018). 
Conditioned upon the developmental politics in Tanzania and inter-
twined with the ujamaa (familyhood concept propounded by Tanzanian 
founding father—Julius Nyerere) national program (1967–1975), the 
self-reliance theorization establishes hard work and cooperation of indi-
viduals, families, cooperatives, villages, regions or the nation as the means 
to development (Lal, 2012). 
de Beer and Tumaine (2020) opine that entrepreneurship and 

innovation are pathways to self-reliance among African informal 
economy entrepreneurs. In their view, African immigrants contribute 
to solving community-based challenges through innovative solutions 
that derive economic and social values to their settlement areas. 
Furthermore, different scholars have demonstrated the possibilities of 
informal economy business operators to adapt internal resources and 
entrepreneurial capabilities to achieve higher innovation performance 
and sustainable business outcomes (Ibidunni et al., 2020, 2021a, 2021b,
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2022; Lu et al.,  2010; Mamun et al., 2019; Setini et al., 2020). Hence, 
given external constraints in many business economies around SSA, the 
principal roles and conceptualization of constructs that pertain to the 
self-reliance of business in the informal sector remain a viable field for 
research. 

16.3 Informal Economy in Sub-Saharan 
Africa: Its Occupancy 
in the Entrepreneurship and Innovation 
Ecosystem Across the SSA Region 

The entrepreneurship and innovation ecosystem consists of interacting 
factors and actors and their operational mechanisms that foster the 
growth of businesses (Ibidunni et al., 2021b). While it is confirmed that 
different types and levels of entrepreneurs and innovation stages require 
specific and unique policy guidelines (Adu-Gyamfi et al., 2022), and the 
peculiarities of nations place a demand on the tailored entrepreneurship 
framework for businesses in that geographic space (Sheriff & Muffatto, 
2015); it also holds that there are commonalities of interest among 
entrepreneurship and innovation ecosystems (Beugré, 2017). 
The entrepreneurship ecosystem in SSA covers all significant factors 

that contribute to the region’s entrepreneurship and innovation value 
chain. It consists of policy and regulatory frameworks, R&D drivers, 
institutions for building capacity and providing financial support and 
mechanisms for facilitating logistics, such as market and customer acces-
sibility (Ibidunni et al., 2018). According to the study by Mushayavanhu 
and Chitumba (2022), micro and small enterprises in Harare opined that 
the critical factors to their businesses include financial support, phys-
ical infrastructure, access to domestic and export markets and support 
systems. Opute et al. (2021) opine that these factors of the entrepreneur-
ship ecosystem must link together within a socially constructed and 
networked culture to optimize the contributions of informal firms in 
SSA. Meanwhile, David-West et al. (2019) opined that the role of
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regional governments and governance structures is critical to coordi-
nating stronger partnerships among the ecosystem factors and for estab-
lishing innovation hubs and programs, and facilitating the environment 
for practical entrepreneurship and innovation ecosystem. 

Discussing the self-reliance theorization within SMEs’ entrepreneur-
ship and innovation ecosystem in SSA’s informal economy spotlights the 
fact that these SMEs must devise their means of business continuity 
and sustainable existence, regardless of external resources and network 
constraints. The literature describes the entrepreneurship ecosystem’s 
ability to adapt to changes and shocks as characteristic of its resilience 
(Igwe & Ochinanwata, 2021). Entrepreneurial and innovation ecosystem 
resilience shapes informal sector SMEs’ perspectives in identifying that 
the ecosystem is complex and heterogeneous (Roundy et al., 2017) 
and that early planning for resilience is critical to the sustainability of 
firms operating within the ecosystem (International Economic Develop-
ment Council, 2015). According to Roundy (2017), the resiliency of 
ecosystems is influenced by the diversity of the ecosystem (in terms of 
the types, demographic characteristics and participants’ motivations). It 
holds that highly diversified entrepreneurship and innovation ecosystems 
can survive shifts in market conditions and mitigate unforeseen risks. 

16.4 Conclusion and Further Research 

The concluding chapter of the “Innovation, Entrepreneurship and the 
Informal Economy in Sub–Saharan Africa: A Sustainable Development 
Agenda” book project has focused on discussing the SSA informal 
economy as a springboard for entrepreneurship development and innova-
tion in the region, especially from a self-reliance theorization perspective. 
Informal economy SMEs in the SSA region represent a formidable force 
within the economic and social context of the region. However, these 
SMEs are constrained by the paucity of formal institutional respon-
siveness to implementing a practical entrepreneurship and innovation 
ecosystem. Therefore, we have explained the self-reliance theory as a 
workable option for the sustainability of the Informal economy SMEs’ 
entrepreneurship and innovation ecosystem in SSA. We also supported
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the notion of ecosystem resilience as an adaptive pathway to ensure the 
success of both the entrepreneurship and innovation ecosystem and the 
firms operating in the informal economy of SSA. 
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