COURSE
GUIDE

ENT 705
INTRODUCTION TO ENTREPRENEURIAL FINANCING

Course Team Dr. Taiwo Abdullah O Gadafi (Course Writer) -
Nnamdi Azikiwe University, Awka
Dr Soyebo Y.A. (Co-Course Writer) - Lagos State
University, Ojo
Prof. Yusuf B.R (Course Editor) - Lagos State
University

&
Y

NaUN
NATIONAL OPEN UNIVERSITY OF NIGERIA




ENT 705 COURSE GUIDE

© 2024 by NOUN Press

National Open University of Nigeria
Headquarters

University Village

Plot 91, Cadastral Zone

Nnamdi Azikiwe Expressway

Jabi, Abuja

Lagos Office
14/16 Ahmadu Bello Way
Victoria Island, Lagos

e-mail; centralinfo@nou.edu.ng
URL: www.nou.edu.ng

All rights reserved. No part of this book may be reproduced, in any
form or by any means, without permission in writing from the publisher.

Printed 2020, 2024

ISBN:



mailto:centralinfo@nou.edu.ng
http://www.nou.edu.ng/

ENT 705 COURSE GUIDE

CONTENTS PAGE

INEFOTUCTION ..ot 1\
COUISE AIMS .ttt b et neenreenes Y
COUISE ODJECLIVES .. .ceivviiiieiiiesiie ittt \Y;
Working Through This COUISE.......ccecvveiieiie i, v
COUISE MALEIIAIS......eeiiiiiiiiieciie e v
SEUAY UNIES .ot nnee s %
ASSIGNMENT FIIES ..o vi
AASSESSITIENT ...ttt Vi
Tutor-Marked AsSSIGNMENT (TMAS) ....ccveieeiieriiesie e see e e e vi
Final Examination And Grading ........ccccceevvevieevieesie e e vi
How To Get The Best From ThiS COUrSe..........ccovvvriiniinienieiieieens vii
SUMIMAIY ..ttt ettt sttt et e e be e nte e snee e viii



ENT 705 COURSE GUIDE

INTRODUCTION

This course, ENT705 Introduction to Entrepreneurial Financing has
been designed to give you self- instruction on the basics of
entrepreneurial finance options available to entrepreneurs. It is a two-
credit unit course at 700 levels, PGD in Entrepreneurship. Some of the
key issues faced by entrepreneurs are: how much money should be
raised at each stage; when should it be raised; what is a reasonable
valuation of the company; and how funding, employment contracts, and
exit decisions are structured. They aim to prepare students for these
decisions, both as entrepreneurs and as investors.

The goal of Entrepreneurial Finance is to help managers make better
investment and financing decisions in entrepreneurial settings.

COURSE AIMS

The aim of this course is achieved by:

Explaining the entrepreneurship process

Determination of the financial needs of an entrepreneur

Understanding SME financing in Nigeria

Identifying various ways of financing entrepreneurs in modern

business

5. Understanding financial constraints experienced by entrepreneurs
and

6. Develop the framework used for thinking about finance issues

and develop experience in applying this framework to making

useful business decisions

HowbdeE

COURSE OBJECTIVES

On successful completion of this course, you should be able to:

1) Understand some of the financial issues confronting
entrepreneurial ventures

2) Explain entrepreneurial finance process in Nigeria

3) Understand various sources of finance available to entrepreneurs
and investors

4) Explaining past and present efforts aimed at financing SMEs in
Nigeria.
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WORKING THROUGH THIS COURSE

This course, ENT705, expects you to do a lot of reading in order to
cover the modules in the course material. It implies that you should
devote much time to this course by reading through this material and
getting more information from numerous texts and journals. These
abound in every library and from the internet. The course material has
been made easy to read and user-friendly. However, you will need to
attend the tutorial sessions where your Facilitator would direct and
provide you with more information. You will need to work in groups
with other students in order to discuss, compare notes and thoughts as
well as to exchange and share ideas. Below are the lists of all the
components of the course:

COURSE MATERIALS

The National Open University of Nigeria will provide you with the
following items:

. Course Guide
. Study Units
. TMA Assignment File for continuous assignment.

In addition, at the end of every unit, is a list of texts for your references
and for further reading. It is not compulsory for you to read all of them.
They are only essential supplements to this course material.

STUDY UNITS

The study units in this course are as follows:

MODULE 1

Unit 1 Entrepreneurship — An overview

Unit 2 Small and Medium Scale Enterprises

Unit 3 The Financing of SMEs Business in Nigeria
Unit 4 Evolution of Entrepreneurship

Unit 5 Private Equity

MODULE 2

Unitl Venture Capital

Unit2 Financing constraints and entrepreneurship

Unit3 Entrepreneurial Process
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Unit4 Sources of entrepreneurial opportunities

Unit5 Entrepreneurial Development

Module 3

Unit 1 Characteristics, types and functions of entrepreneurs

Unit 2 Relationship between finance and the overall operations of
an organization

Unit 3 Sources of finance: Short-term sources

Unit 4 Sources of finance: Long-term sources

Unit 5 Entrepreneurial Theories

ASSIGNMENT FILES

You will find the assignment questions for each tutor marked
assignment (TMA) in the folder labeled “Assignment File.” You will
find the details of the work.

ASSESSMENT

There are two aspects to the assessment of the course: first is the tutor-
marked assignment; and secondly, the examination. Within each unit are
self-assessment exercises, which are aimed at helping you to check your
assimilation as you proceed. Try to attempt each of the exercises before
finding out the expected answers from the lecture. In tackling the
assignments, you are advised to be sincere in attempting the exercises;
you are expected to apply information, knowledge, and techniques
gathered during the course.

TUTOR-MARKED ASSIGNMENT (TMAS)

This is your continuous assessment and accounts for 30% of your total
score. You are expected to answer at least four TMA’s, three of which
must be answered and submitted. However, it is desirable in all degree
level education to demonstrate that you have read and researched more
widely than the required minimum. Using other references will give you
a broader viewpoint and may provide a deeper understanding of the
subject.

FINAL EXAMINATION AND GRADING

With this examination written successfully, you have completed your
course in Basic research and one believes you would apply your

vi
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knowledge (new or up-graded) in your project. The ‘end of course
examinations’ would earn you 70% which would be added to your TMA
score (30%). The time for this examination would be communicated to
you.

HOW TO GET THE BEST FROM THIS COURSE

In distance learning, the study units are specially developed and
designed to replace the conventional lectures. Hence, you can work
through these materials at your own pace, and at a time and place that
suits you best. Visualize it as reading the lecture.

This is one of the great advantages of distance learning. You can read
and work through specially designed study materials at your own pace,
and at a time and place that suits you best. Think of it as reading the
lecture that a lecturer might set you some readings to do, the study unit
will tell you when to read other materials. Just as a lecturer might give
you an in-class exercise, your study units provide exercises for you to do
at appropriate points.

Each of the study units follows a common format. The first item is an
introduction to the subject matter of the unit, and how a particular unit is
integrated with the other units and the course as a whole.

Next is a set of learning objectives. These objectives allow you to know
what you should be able to do by the time you have completed the unit.
You should use these objectives to guide your study. When you have
finished the unit, you must go back and check whether you have
achieved the objectives. If you make a habit of doing this, you will
significantly improve your chances of passing the course.

The main body of the unit guides you through the required reading from
other sources. This will usually be either from a Reading Section of
some other sources.

Self-tests are interspersed throughout the end of units. Working through
these tests will help you to achieve the objectives of the unit and prepare
you for the assignments and the examination. You should do each self-
test as you come to it in the study unit. There will also be numerous
examples given in the study units, work through these when you come
to them too.

The following is a practical strategy for working through the course. If

you run into any trouble, telephone your tutor. Remember that your
tutor’s job is to help you. When you need help, don’t hesitate to call and

vii
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ask your tutor to provide it.

(1)  Read this course guide thoroughly.

(2)  Organize a study schedule. Refer to the course overview for more
details. Note the time you are expected to spend on each unit and
how the assignments relate to the units. Important information
e.g. details of your tutorials, and the date of the first day of the
semester will be made available. You need to gather all this
information in one place, such as your diary or a wall calendar.
Whatever method you choose to use, you should decide on and
write in your own dates for working on each unit.

(3)  Once you have created your own study schedule, do everything
you can to stick to it. The major reason that students fail is that
they get behind with their coursework. If you get into difficulties
with your schedule, please let your tutor know before it is too late
for help.

(4)  Turnto unit 1 and read the introduction and the objectives for the
unit.

(5)  Assemble the study materials. Information about what you need
for a unit is given in the ‘Overview’ at the beginning of each unit.
You will always need both the study unit you are working on and
one of your references, on your desk at the same time.

(6)  Work through the unit. The content of the unit itself has been
arranged to provide a sequence for you to follow. As you work
through the units, you will be instructed to read sections from
your set books or other articles. Use the unit to guide your
reading.

(7)  Review of the objectives for each study unit and confirm that you
have achieved them. When you are confident that you have
achieved a unit’s objectives, you can then start on the next unit.
Proceed unit by unit through the course and try to face your study
so that you keep yourself on schedule.

(8)  After completing the last unit, review the course and prepare
yourself for the final examination. Check that you have achieved
the unit objectives (listed at the beginning of each unit) and the
course objectives (listed in the Course Guide).

SUMMARY

This course ENT705 is designed to give you some knowledge which
would help you to understand Entrepreneurial Financing as applied to
entrepreneurship and business management in Nigeria. After going
through this course successfully, you would be in a good position to
pass your examination at the end of the semester and use the knowledge
gained to apply in your daily entrepreneurial activities. You will also be

viii
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able to contribute to the development of scholarly thoughts in
entrepreneurship and business management as it affects economic
growth and development.

We wish you success in this interesting course and hope you will use
what you have learnt in this course to apply to knowledge.
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MODULE 1

Unit 1 Entrepreneurship — An overview

Unit 2 Small and Medium Scale Enterprises

Unit 3 The Financing of SMEs Business in Nigeria
Unit 4 Evolution of Entrepreneurship

Unit 5: Private Equity

UNIT 1 ENTREPRENEURSHIP-AN OVERVIEW

Unit Structure

1.0  Introduction
2.0  Objectives
3.0  Main Content
3.1  Entrepreneurship as a Factor of Production
3.2 Definition of Terms
3.2.1 Definition of Entrepreneur
3.2.2 Definition of Entrepreneurship
3.2.3 Definition of Enterprise
3.2.4 Small Scale Business
3.3  Small Scale Business and Entrepreneurship
3.4  Key Concepts in Entrepreneurship
4.0  Conclusion
5.0 Summary
6.0  Tutor Marked Assignment
7.0  References and Further Readings

1.0 INTRODUCTION

In this unit, we shall discuss entrepreneurship as a factor of production,
define ‘entrepreneur’ ‘entrepreneurship, enterprise’ and ‘small scale
businesses, discuss certain key concepts in entrepreneurship.

20 OBJECTIVES

At the end of this unit, you should be able to:

Discuss entrepreneurship as a factor of production;

Define the terms: entrepreneur, entrepreneurship, enterprise and small
scale business; Explain the relationship that exists between enterprise
and entrepreneurship; Enumerate and explain certain key concepts in
entrepreneurship.

3.0 MAINCONTENT

All factors of production like land, labour, capital and entrepreneur are

1
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required in combination at a time to produce a commodity. In
economics, production means creation or an addition of utility.

3.1 Entrepreneurship as a Factor of Production

Factors of production (or productive inputs or resources) are any
commodities or services used to produce goods and services. 'Factors of
production may also refer specifically to the primary factors, which are
stocks including land, labour (the ability to work), and capital goods
applied to production. The primary factors facilitate production but
neither become part of the product (as with raw materials) nor become
significantly transformed by the production process (as with fuel used to
power machinery)." Land' includes not only the site of production but
natural resources above or below the oil. The factor land may, however,
for simplification purposes are merged with the capital in some cases
(due to land being of little importance in the service sector and
manufacturing).

Recent usage has distinguished human capital (the stock of knowledge
in the labour force) from labour (Samuelson and Nordhaus, 2004).
Entrepreneurship is also sometimes considered a factor of production
(Sullivan and Sheffrin, 2003). Sometimes the overall state of technology
Is described as a factor of production (Parkin and Esquivel, 1999). The
number and definition of factors vary, depending on theoretical purpose,
empirical emphasis, or school of economics (Friedman, 2007).

3.1.1 Historical Schools and Factors

In the interpretation of the currently dominant view of the classical
economic theory developed by neoclassical economists, the term
"factors” did not exist until after the classical period and is not to be
found in any of the literature of that time (Ricardo,1820; quoted in
Sraffa,1951). Differences are most stark when it comes to deciding
which factor is the most important. For example, in the Austrian view—
often shared by neoclassical and other "free market" economists—the
primary factor of production is the time of the entrepreneur, which,
when combined with other factors, determines the amount of output of a
particular good or service.

However, other authors argue that “entrepreneurship” is nothing but a
specific kind of labour or human capital and should not be treated
separately. The Marxian school goes further, seeing labour (in general,
including entrepreneurship) as the primary factor of production since it
Is required to produce capital goods and to utilize the gifts of nature. But
this debate is more about basic economic theory (the role of the factors
in the economy) than it is about the definition of the factors of
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production.

(a) Physiocracy School

In French Physiocracy, the main European school of economics before
Adam Smith, the production process is explained as the interaction
between participating classes of the population. These classes are
therefore the factors of production within physiocracy: capital,
entrepreneurship, land, and labour.

The farmer labours on land (sometimes using” crafts") to produce food,
fiber, and the like. The artisan labours to produce important capital
goods (crafts) to be used by the other economic actors. The landlord is
only a consumer of food and crafts and produces nothing at all. The
merchant labours to export food in exchange for foreign imports.

(b) Classical Schools

The classical economics of Adam Smith, David Ricardo, and their
followers focus on physical resources in defining its factors of
production and discusses the distribution of cost and value Among these
factors. Adam Smith and David Ricardo referred to the “component
parts of price” ((Smith,1776))as the costs of using:

Land or natural resource-naturally-occurring goods such as water, air,
soil, minerals, flora, and fauna that are used in the creation of products.
The payment for use and the received income of a landowner is rent.

Labour—human effort used in production which also includes technical
land marketing expertise. The payment for someone else's labour and all
income received from one’s own labour is wages. Labour can also be
classified as the physical and mental contribution of an employee to the
production of the good(s).

The capital stock—human-made goods (or means of production), which
are used in the production of other goods. These include machinery,
tools, and buildings.

The classical economists also employed the word "capital” in reference
to money. Money, however, was not considered to be a factor of
production in the sense of capital stock since it is not used to directly
produce any good. The return to loaned money or to loaned stock was
styled as interest while there turn to the actual proprietor of capital stock
(tools, etc.) was styled as profit.

(c) Marxian School
Marx considered the "elementary factors of the labour-process "or"
productive forces "to be:
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1. Labour ("work itself")

2. The subject of labour (object transformed by labour)
3. The instruments of labour (or means of labour) (Wikipedia,
2010).

The "subject of labour" refers to natural resources and raw materials,
including land. The "instruments of labour" are tools, in the broadest
sense. They include factory buildings, infrastructure, and other human-
made objects that facilitate labour's production of goods and services.

This view seems similar to the classical perspective described above.
But unlike the classical school and many economists today, Marx made
a clear distinction between labour actually done and an individual's
"labour power" or ability to work. Labour done is often referred to now
a days as "effort "or" labour services." Labour-power might be seen as a
stock which can produce a flow of labour.

It is worthy to note that “labour” not “labour power” is the key factor of
production for Marx and the basis for Marx's labour theory of value. The
hiring of labour power only results in the production of goods or
services ("use-values™) when organized and regulated (often by the
"management™). How much labour is actually done depends on the
Importance of conflict or tensions within the labour process.

(d)  Neoclassical economics

This is one of the branches of mainstream economics, started with the
classical factors of production of land, labour, and capital. However, it
developed an alternative theory of value and distribution. Many of its
practitioners have added various further factors of production. Further
distinctions from classical and neoclassical microeconomics include the
following: Capital—this has many meanings, including the financial
capital raised to operate and expand a business. In much of economics,
however, "capital” (without any qualification) means goods that can
help produce other goods in the future, the result of an investment. It
refers to machines, roads, factories, schools, infrastructure, and office
buildings that humans have produced in order to produce goods and
services.

Fixed capital— this includes machinery, factories, equipment, new
technology, factories, buildings, computers, and other goods that are
designed to increase the productive potential of the economy for future
years. Nowadays, many consider computer software to be a form of
fixed capital and it is counted as such in the National Income and
Product Accounts of the United States and other countries. This type of
capital does not change due to the production of the good.
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Working capital—this includes the stocks of finished and semi-finished
goods that will be economically consumed in the near future or will be
made into a finished consumer good in the near future. These are often
called inventories. The phrase "working capital™ has also been used to
refer to liquid assets (money) needed for immediate expenses linked to
the production process (to pay salaries, invoices, taxes, interests...),
either way, the amount or nature of this type of capital usually changed
during the production process.

a. Financial capital—this is simply the amount of money the initiator of
the business has invested in it." Financial capital "often refers to his or
her net worth tied up in the business (assets minus liabilities) but the
phrase often includes money borrowed from others.

Technological progress—for over a century, economists have known
that capital and labour do not account for all of the economic growth.
This is reflected in total factor productivity and the Solow residual used
in economic model scaled production functions that account for the
contributions of capital and labour, yet have some unexplained
contributor which is commonly called technological progress. Ayres and
Warr (2009), present a time series of the efficiency of primary energy
(exergy) conversion into useful work for the US, UK, Austria, and Japan
revealing dramatic improvements in model accuracy. With useful work
as a factor of production, they are able to reproduce historical rates of
economic growth with considerable precision and without recourse to
exogenous and unexplained technological progress, there by
overcoming the major flaw of the Solow Theory of economic growth.

As mentioned, recent authors have added to the classical list. For
example, J.B. Clark saw the coordinating function in production and
distribution as being served by entrepreneurs; Frank Knight introduced
managers who co-ordinate using their own money (financial capital) and
the financial capital of others. In contrast, many economists today
consider "human capital™(skills and education) as the fourth factor of
production, with entrepreneurship as a form of human capital. Yet
others refer to intellectual capital. More recently, many have begun to
see" social capital” as a factor, as contributing to the production of
goods and services.

(b)  Entrepreneurship

Consider entrepreneurship as a factor of production, leaving debate
aside. In markets, entrepreneurs combine the other factors of production,
land, labour, and capital in order to make a profit. Often these
entrepreneurs are seen as innovators, developing new ways to produce
and new products. In a planned economy, central planners decide how
land, labour, and capital should be used to provide for maximum benefit
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for all citizens. Of course, just as with market entrepreneurs, the benefits
may mostly accrue to the entrepreneurs themselves.

The word has been used in other ways. The sociologist C. Wright Mills
refers to "new entrepreneurs” who work within and between corporate
and government bureaucracies in new and different ways (Collar,1956).
Others (such as those practicing public choice theory) refer to "political
entrepreneurs, "i.e., politicians and other actors. Much controversy rages
about the benefits produced by entrepreneurship. But there all issue is
about how well institutions they operate in (markets, planning,
bureaucracies, and government) serve the public. This concerns such
issues as the relative importance of market failure and government
failure.

Non tangible forms of capital

1) Human capital

The contemporary analysis distinguishes tangible, physical, or non-
human capital goods from other forms of capital such as human capital.
Human capital is embodied in a human being and is acquired through
education and training, whether formal or on the job. Human capital is
important in modern economic theory. Education is a key element in
explaining economic growth over time (see growth accounting). It is
also often seen as the solution to the "Leontief paradox "in international
trade.

(2) Intellectual capital

A more recent coinage is intellectual capital, used especially as to
information technology, recorded music, written material. This
intellectual property is protected by copyrights, patents, and trademarks.

This view posits a new Information Age, which changes the roles and
nature of land, labour, and capital. During the Information Age (circa
1971-1991), the Knowledge Age (circa 1991 to 2002), and the
Intangible Economy (2002—present) many see the primary factors of
production as having become less concrete. These factors of production
are now seen as knowledge, collaboration, process-engagement, and
time quality. According to economic theory, a "factor of production "is
used to create value and allow economic performance. As the four
"modern-day" factors are all essentially abstract, the current economic
age has been called the Intangible Economy. Intangible factors of
production are subject to network effects and the contrary economic
laws such as the law of increasing returns (Wikipedia, 2010).

(3)  Social capital

Social capital is often hard to define, but to one textbook it is: the stock
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of trust, mutual understanding, shared values, and socially held
knowledge that facilitates the social coordination of economic activity
(Goodwin, Nelson, Ackerman, and Weisskopf, 2005).

Knowledge, ideas, and values, and human relationships are transmitted
as part of the culture. This type of capital cannot be owned by
individuals and is instead part of the common stock owned by humanity.
But they are often crucial to maintaining a peaceful society in which
normal economic transactions and production can occur.

Another kind of social capital can be owned individually (Sobel,
2002).This kind of individual asset involves reputation, what
accountants call "goodwill ", and/or what Others call "street cred, "along
with fame, honor, and prestige. It fits with Pierre Bourdieu’s definition
of "social capital "as: an attribute of an individual in a social context.

One can acquire social capital through purposeful actions and can
transform social capital into conventional economic gains. The ability to
do so, however, depends on the nature of the social obligations,
connections, and networks, available to you. This means that the value
of individual social assets that Bourdieu points to depend on the current
"social capital "as defined above.

4) Natural resources

Ayres and Warr (2009) are among the economists who criticize
orthodox economics for overlooking the role of natural resources and
the effects of declining resource capital.

(5) Energy

This can be seen as individual factor of production, with an elasticity
larger than labour (Kiimmel, 2007). A co integration analysis support
results derived from linear exponential (LINEX) production functions
(Stresing, Lindenberger, and Kiimmel, 2008).

3.2 Definition of Terms

Recently, attention has been shifted on small business enterprises
(SBEs) in both developed and developing economy. This is as a result of
the importance of these SBEs in providing employment, revenue
generation and becoming giant firm overtime. However, there centrise
in unemployment, and the desire of individuals and nations to become
self-reliance and sustainable on their own makes this sector more
attractive and challenging than ever before.

At the moment, no clearer discipline or management course(s) that can
provide all needed information, knowledge, technique and skill required
to manage the existing or acquired business. The determinant is whether
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the investor is ready to take burn by the horn north read in the deep,
dark, debt of uncertainty to run a successful business, and business
owner or entrepreneur.

3.2.1 Enterprise

It can be defined as initiative, or purposeful broad plans requiring many
coordinates; or in business or financial applications as the overall
operating entity. An enterprise is an activity or a project that produces
services or products. There are essentially two types of enterprise:

1. Which are run to make a profit for a private individual or group
of individuals? This includes small business.
2. Which function to provide services to individuals and groups in

the community?
Business Enterprises

This is type of enterprise established by individual, corporate or
government in order to provide essential service(s) while making profit
or return. There are lots of different enterprises around; many are small
businesses. Sometimes one person owns and runs them; sometimes
they're a family business; other businesses are owned and run by
partners who aren't family relations.

Entrepreneurs usually decide to set up small business to earn an income
from producing and selling products or delivering services to individuals
or other businesses. To earn an income from a small business, the
enterprise has to run at a profit; that is, some money should be left over
for the business owner once all the costs of making the product or
delivering a service have been met.

Common Small Businesses
Some small businesses are easy to recognise because they have a shop

front or a site where you can see them in operation, making or fixing
things and serving customers. For example:

. Restaurants

. Corner shops, milk bars printing works

. Furniture repair shops hair dressing salons smash repairers
. Small factories farms.

. Banks

. Hotels etc.

Roles and objectives of an enterprise
An enterprise of commercial, financial, or business nature or purpose for
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instance is established:

. To provide income for the owner,
. To create jobs and
. To develop the economy among others.

3.2.2 Entrepreneur

Classical economists regarded land, labour, capital, and entrepreneur as
the main factors of production. The main tasks of the entrepreneur are to
organize the production system and assume the risk of production, land,
labour and capital will have no economic value unless they are
organized by an entrepreneur who on his own account undertakes the
financial risk and management control.

The term “entrepreneur”, although is a common term but remains one of
the most difficult concepts to define. Much depends on whether the term
Is used to describe the capacity to innovate or whether it refers to the
ability to organize and manage a business concern. Schumpeter referred
to entrepreneurs as “creative destruction” by the innovator. To Drucker,
an entrepreneur is the only one who always searches for change,
responds to it and exploits it as an opportunity. Glueck (1980) defined
an entrepreneur as “an individual who creates a new firm and continues
to manage it until it is successful. In short, an entrepreneur is a person
who identifies business opportunities and organizes the required
resources to initiate successful business activity. An entrepreneur is
different from a manager who only plans, organizes and controls a
business idea after it has been successful initiated by the entrepreneur.

3.2.3 Entrepreneurship

Entrepreneurship according to Walter (1989) can be defined in terms of
the following three essentials and linked attributes:

(i) Ability to perceive profitable business opportunities.
(i)  Willingness to act on what is perceived and
(iiiy  The necessary organizing skills associated with the project.

Therefore, entrepreneurship refers to the actor process of identifying
business opportunities and organizing to initiate a successful business
activity.

Entrepreneurship is different from management and entrepreneurship,
using the words of Stoner, Freeman and Gilbreth (1995)
entrepreneurship involves initiating changes in production, whereas
management involves the ongoing coordination of the production
process. Entrepreneurship refers to one of the ways of making



ENT 705 INTRODUCTION TO ENTREPRENEURIAL FINANCING

organizations be adaptive. It is the practice of corporate
entrepreneurship where managers begin and develop new business
ventures within the structure of an existing organization.

Meanwhile, it worth noting that entrepreneurs are of two categorizes
viz: craft entrepreneur (who exploits and utilizes personal skills) and
opportunistic entrepreneur (who is interested in having the business to
grow and expand).

3.2.4 Small Scale Business

Most classifications of business units into large and small are based on
qualitative and quantitative judgment. For instance, the US Committee
for Economic Development (CED) has developed the following
definition of a small scale business. “A small-scale business is one
which possesses at least two of the following four characteristics”.

1. Management: Usually the managers are also the owners.

2. Capital is supplied and the ownership is held by an individual or
small group.

3. The area of operation is mainly local

4, The relative size of the firm within its industry must be small

when compared with the biggest units in its field.

In Japan, a small-scale industry is defined according to the type of
industry. For a small-medium industry in manufacturing, it is defined as
those with 100 million Yen as paid-up capital and 300 employees, while
small scale business in wholesale trade will have 30million Yen paid-up
capital and1 00 employees. In Britain, a small-scale business is defined
in terms of turnover and a number of employees. For example, a small
scale business is defined as “the industry with an annual turnover of
2million or less and fewer than 20 paid workers (Nwala, 1992).

In Nigeria, the definition of small- scale business also varies from time
to time and from one institution to another. For example, the Central
Bank of Nigeria 1996 Monetary Policy Guidelines defined small scale
enterprises as on whose total cost, excluding the cost of land but
including working capital, does not exceed N10million. The National
Economic Reconstruction Fund puts the ceiling for small-scale business
total investment at N10million. Section 36b (2) of the Companies and
Allied Matters Decree of 1990 defines a small company as one with:

() Annual turnover of not more than N2 million.
(b) Net assets value of not more than N1million.

It will be obvious from the foregoing definitions that the relative size of
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a firm usually determines in terms of sales volume, investment in assets,

the number of employees, profit level, and other significant quantitative

comparisons are considered the most important. In summary, a small

business may be defined as qualitatively and quantitatively as the one

that is:

(i) Independently owned

(i)  Independently managed

(iii)  Highly personalized

(iv)  Largely local in its operation

(v)  Financed mainly from internal sources

(vi)  Small in terms of sales turn over, number of employees, assets
value, profit etc. within the industry.

3.3  Small Scale Business and Entrepreneurship

Private enterprises especially indigenous small-scale firms have a vital
role to play in promoting the social and economic wellbeing of the
nation, hence indigenous entrepreneurship is likely to be much more
important in small-scale business than in giant firms. The promotion of
small scale business as a well-recognized and much-heralded strategy of
industrial development in developed and developing countries, and its
ability to enhance entrepreneurial and managerial skills. Development
economists are of the opinion that labour-intensive industries can
enhance employment generation as well as advance a wide variety of
developmental goals like improved income distribution, generation, and
diffusion of technology, and industrial skills, increased utilization of
local resources, the improved spatial distribution of industrial activities,
and reduction of rural-urban population movement.

Increased productivity, national income, market leadership, gigantic
technological innovativeness, and sagacity of Japan, America, and other
developed countries are based on the foundation laid by small scale
industries. Although, economic activities of developed and developing
nations is sometimes viewed to be dominated by large scale business
such as IBM Delta, Airline, Coca-cola, Toyota, Honda, UAC, Lever
Brothers, John Holtto mention just a few. However, it is equally
important to note that the present-day giant companies were once small-
scale industries, which grew over the years to become giant companies.
In addition, as many small firms are dependent on large firms for raw
materials or finished products, which would be costly without
economies of mass production undertaken by large business firms,
likewise, larger firms are dependent on small firms who assist in
distributing their goods and services.

In view of the impact of small-scale industries in improving the socio-
economic condition of a nation, most developed and developing

11
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countries have made initiatives to promote indigenous entrepreneurship
in small-scale businesses. In Nigeria, for examples, typical actions of the
government take the form of policy initiatives and directives to the
organization, such as the Ministry of Commerce, National Directorate of
Employment, Ministry of Labour and Productivity, Center for
Management Development, Research Institute set-to act as executing
agencies with responsibility for stimulating, supporting and sustaining
entrepreneurship development.

3.4  Key Concepts in Entrepreneurship

You cannot discuss entrepreneurship without touching on certain key
concepts such as:
Entrepreneurship education
Businessperson

Business magnate

Tycoon

Mogul

Industrialist

Investor

Captain of industry

Erasmus for Young Entrepreneurs
Financiers

Venture capitalists.

3.4.1 Entrepreneurship Education

Entrepreneurship education seeks to provide students with the
knowledge, skills, and motivation to encourage entrepreneurial success
in a variety of settings. Variations of entrepreneurship education are
offered to all levels of schooling from primary or secondary schools
through graduate university programs.

Objectives of Entrepreneurship Education

What makes entrepreneurship education distinctive is its focus on the
realization of opportunity, where management education is focused on
the best way to operate existing hierarchies. Both approaches share an
interest in achieving “profit" in some form (which in non-profit
organizations or government can take the form of increased services or
decreased cost or increased responsiveness to the
customer/citizen/client). Entrepreneurship education can be oriented
towards different ways of realizing opportunities: The most popular one
IS regular entrepreneurship: opening a new organization(e.g. starting a
new business). Another approach is to promote innovation or introduce
new products or services or markets in existing firms. This approach is
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called corporate entrepreneurship or intrapreneurship and was made
popular by author Gifford Pinchot in his book of the same name. Newer
research indicates that clustering is now a driving factor. Clustering
occurs when a group of employees breaks off from the parent company
to found a new company but continues to do business with the parent.
Silicon Valley is one such cluster, grown very large.

Are centre approach involves creating charitable organizations (or
portions of existing charities) that are designed to be self-supporting in
addition to doing their good works? This is usually called social
entrepreneurship or social venturing. Even a version of public sector
entrepreneurship has come into being in governments, with an increased
focus on innovation and customer service. This approach got its start in
the policies of the United Kingdom's Margaret Thatcher and the United
States 'Ronald Reagan.

3.4.2 Businessperson

A Dbusiness person (also businessman, or businesswoman) is someone
involved in a particular undertaking of activities for the purpose of
generating revenue from a combination of human, financial, and
physical capital. An entrepreneur is an example of a business person.
Sometimes the term can mean someone who is involved in the
management of a company, especially as an owner or an executive.
Sometimes it can also mean someone employed in a (usually) profit-
oriented enterprise. The term business person/man/woman almost
always refers to someone with a "white collar "occupation (Wikipedia,
2010).

3.4.3 Business magnate

A business magnate sometimes referred to as a capitalist, czar, mogul,
tycoon, baron, oligarch, or industrialist, is an informal term used to refer
to an entrepreneur who has reached prominence and derived a notable
amount of wealth from a particular industry (or industries) (Wikipedia,
2010).

Examples of well-known business magnates include Sir Richard
Branson of Virgin Group, utility, and transportation magnate Samuel
Insull, newspaper magnate William Randolph Hearst of the Hearst
Corporation, oil magnate JohnD. Rockefeller of Standard Oil, steel
magnate Andrew Carnegie, Lakshmi Mittal of Arcelor Mittal, poultry
magnate Frank Perdue of Perdue Farms, automobile magnate Ferdinand
Piech of Volkswagen Group, and telecommunications magnate Carlos
Slim.

13
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3.4.4 Clippership Tycoon

The word magnate itself derives from the Latin word magnates (plural
of magnas), meaning "great person "or" great nobleman. "The word
tycoon is derived from the Japanese word “Taikun”, which means "great
lord,” and it was used as a title for the shogun (Wikipedia, 2010). The
word entered the English language in1857 with their turn of
Commodore Perry to the United States. U.S. President Abraham Lincoln
was humorously referred to as the Tycoon by his aides John Nicolay and
John Hay. The term spread to the business community, where it has
been used ever since.

3.4.5 Business Mogul

The word mogul refers to the Mughal Empire (Mughal being Persian or
Arabic for "Mongol") of the Indian Subcontinent that existed between
1526 and 1857: the early Mughal emperors claimed a heritage dating
back to Mongol ruler Genghis Khan. The modern meaning of the word
is supposedly derived from the storied riches of the Mughal emperors,
who for example produced the Taj Mahal (Wikipedia, 2010).

3.4.6 Industrialist

As the term industrialist (from Latin industrial, "diligence,
industriousness™) was more widely used in the context of "old world"
physical industries such as steel, oil, newspapers, shipping, and rail
transport, it has largely been superseded by the other, more modern
terms that encompass a wider range of virtual business and commercial
activity (Wikipedia,2010).

Microsoft co-founder Bill Gates is consistently ranked in the top five of
the wealthiest people in the world. Such people are savvy businessmen
that usually amass substantial fortunes in the process of running their
business. Some are widely known in connection with their business(es)
or through other pursuits such as philanthropy. The terms "mogul ",
"tycoon™ and "baron "were often attributed to late 19th and early 20th-
century North American business magnates in extractive industries such
as mining, logging, and petroleum, transportation fields such as shipping
and railroads, manufacturing, including steelmaking, banking, and
newspaper publishing. This era was known as the Second Industrial
Revolution or the Gilded Age. In Russia and some other post-Soviet
countries, the term "business oligarch" has become popular.

3.4.7 Captain of Industry

The term "Captain of industry” was originally used in the United
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Kingdom during the Industrial Revolution describing a business leader
whose means of amassing personal fortune contributes positively to the
country in some way. This may have been through increased
productivity, expansion of markets, providing more jobs, or acts of
philanthropy (Wikipedia, 2010). This contrasts with the robber, baron,
used to describe a business leader using political means to achieve their
ends.

Some nineteenth-century industrialists who were called “captains of
industry "overlap with those called "robber barons”. These include
people such as J.P. Morgan, Andrew Carnegie, Andrew W.Mellon, and
John D. Rockefeller. The term was coined by Thomas Carlyle in
his1843 book, Past, and Present. The title is regaining popularity in
India, whose billionaires have more wealth than any other country in
Asia.

3.4.8 Erasmus for Young Entrepreneurs

Erasmus for Young Entrepreneurs is Europe’s new mobility scheme that
aims at helping new entrepreneurs to acquire relevant skills for
managing a small or medium-sized enterprises (SMESs) by spending time
in a business in another EU country. It was initiated by the European
Union (EU)on 19 February 2009. Erasmus for Young Entrepreneurs is
financed by the European Commission and is in operation across 21EU
countries with the help of more than 100 intermediary organizations
competent in business support. By 2010, a total of 870 stays abroad will
be in action (Wikipedia,2010).

Aims of the programme

The programme stimulates entrepreneurship, competitiveness,
internationalization and growth of start-ups and established SMEs in the
EU. The programme contributes to the transfer of know- how and
fosters cross-border transfer of knowledge and experience between
entrepreneurs.

The Erasmus for Young Entrepreneurs has a number of specific
objectives:

i. It offers new entrepreneurs the opportunity to learn from an
experienced entrepreneur who is running a small or medium-
sized enterprise(SME) in another EU country,

ii. It enables the exchange of experience between new and
experienced entrepreneurs;

iii. It facilitates access to new markets and the search for potential
business partners,
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iv. It enhances networking between business people and between
SMEs,

V. It allows experienced entrepreneurs to develop new commercial
relations and find out more about opportunities in another EU
country.

Vi. It provides practical and financial assistance for new

entrepreneurs (NE) spending time in the business of experienced
host entrepreneurs (HE) in other EU countries. New
entrepreneurs travel to an experienced entrepreneur in another
EU country and work with him/her for 1 to 6months. The
matching of the new entrepreneurs with the host entrepreneurs is
carried out with the help of the in term diary organisations.

History and Development of ERASMUS

In 2007, the European Parliament introduced a new budget line entitled
"Erasmus for Young Entrepreneurs”. The European Commission then
started to design the Pilot Project with the aim of supporting mobility
periods abroad for recently established and nascent entrepreneurs, with a
view to improving their skills and fostering the cross-border transfer of
knowledge and experience between entrepreneurs.

Erasmus for Young Entrepreneurs comes under the Small Business Act
for Europe which considers this initiative a key contribution “to create
an environment within which entrepreneurs and family businesses can
thrive and entrepreneurship is rewarded”. Erasmus for Young
Entrepreneurs is to a certain extent similar to the well-known Erasmus
Programme for students since it is a mobility action which addressed a
particular target group. However, it is also clearly different: whereas the
existing Erasmus programme in higher education enhances student-to-
university relationships, the new Erasmus for Young Entrepreneurs
focuses on business-to-business relationships. The various EU mobility
programmes are complementary to each other offering mobility
opportunities to different target groups at different moments of life.

3.4.9 Financiers

Financier is a term for a person who handles typically large sums of
money, usually involving money lending, financing projects, large-scale
investing, or large-scale money management. The term is French and
derives from finance or payment. A financier today can be someone
who makes their living from investments, particularly in investing in up
and coming companies and businesses. A financier makes money
through this process when his or her investment is paid back with
interest or from a certain percentage of the company awarded to the
mass pacified by the business deal (Wikipedia,2010).
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Job prerequisites

Officially, there are no degrees or schooling needed to be called a
financier as it is a term to describe someone who handles money.
Certain financier avenues do require degrees and licenses including
venture capitalists, stockbrokers, public treasurers, trust fund managers,
and accountants. Investing, on the other hand, has no requirements and
is open to all by means of the stock market or by word of mouth
requests for money.

3.4.10 Venture Capitalist

Venture capitalists, private equity firms, and hedge fund managers are
examples of financiers that do not require a license or education
attainment. Persons managing funds of high net worth individuals in
private partnerships are not regulated-these are typically what is referred
to as "hedge funds". Managers of regulated mutual funds, broker-dealers
(investment banks), registered investment advisers, brokers and
brokerages, and futures commodity merchants all require a form of
licensure (such as NASD Series27) in order to hold themselves out for
business; but in these cases attainment of a college degree is not
required (Wikipedia,2010).

Certified Public Accountants attain their status by passing a uniform
CPA Exam, which is authored by the American Institute of Certified
Public Accountants, and administered by the state boards of CPAs in
each of the 50 states. CPAs are not financiers by definition. They are
public accountants and auditors. CPA status does not preclude acting in
the role of a financier. The term financier can also refer to a member of
the Italian Guardia di Finanza.

Types of financiers

. Investor/High net worth individual
. Trust Fund Manager

. Venture Capitalist

34.11 Infopreneur

An infopreneur is a professional that gather information using personal
experiences and multiple sources in creating a unique package for target
consumers. This term is a neologism portmanteau derived from the
words "information™ and "entrepreneur”. An infopreneur is generally
considered an entrepreneur who makes money selling information on
the Internet. They use existing data and target an audience. The term is
often used on the Internet. The word infopreneur was registered as a
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trademark (USPTO) in 1984 by Harold F. Weitzen. In 1988, H. Skip
Weitzen published “Infopreneurs: Turning Data into Dollars"
(Wikipedia, 2010).

Before the explosive popularity of the Internet, at the turn of the
millennium, such an occupation already existed. These legacy
infopreneurs sold their information in other mediums such as audio
tapes, audio CDs, CD-ROMs, videos, talk shows, and conferences. The
classification of infopreneur has created a new style of business on the
Internet, which allows anybody with a computer and an Internet
connection to start a business by publishing information that may appeal
to a specific market.

There are generally two kinds of infopreneurs: those that sell the
information they have amassed on their own and those that earn
commissions from selling information that they know nothing about.
The latter may be considered more of an information trafficker. Some
examples of platforms for infopreneurs include:

i. Online publishing

As the infopreneur develops, owns, market, produce, and distribute-
some infopreneurs, it is considered as an online publishing business.
Unlike in traditional print publishing, the infopreneur puts down, in
electronic form, what he/she knows from experience or what he/ she
learned and passes them on to the world through publishing on websites,
blogs, e-books, emails, etc.

ii. Blogs and advertisements

Information traffickers do consider themselves infopreneurs. After all,
they are making money out of information. Many of them utilize the
power of the World Wide Web-creating websites and blogs to act as
their storefront. The infopreneur may attract traffic to his/her site by
manipulating their site to appear higher on search engine results.

This may be done by creating a site that is robust in information and
configuring META keywords and descriptions that accurately describes
the web page. But often, infopreneurs that are out to get a "quick buck",
will create a mash-together of information by publishing popular, sought
after content, often incorporating RSS feeds from more popular sites.

The infopreneur then makes money from Adsense ads, affiliate links,
referrals, and leads, and/or selling eBooks’ that are related to the search
parameters and keywords. Essentially, these infopreneurs "piggy-back”
on already established information. For example, there are many such
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blogs that copy verbatim the articles from Wikipedia.
3.4.12 Investor

An investor is a party that makes an investment into one or more
categories of assets---equity, debt securities, real estate, currency,
commodity, derivatives such as put and call options, etc. with the
objective of making a profit. This definition makes no distinction
between those in the primary and secondary markets. That is someone
who provides a business with capital and someone who buys a stock is
both investors. Since those in the secondary market are considered
investors, speculators are also investors. According to this definition,
there is no difference (Wikipedia, 2010).

Types of investors

The following classes of investors are not mutually exclusive:

i. Individual investors (including trusts on behalf of individuals,
and umbrella companies formed by two or more to pool
investment funds) collect \antiques, and other things of value

ii. Angel investors (individuals and groups) Sweat equity investor
Venture capital funds, which serve as investment collectives on
behalf of individuals, companies, pension plans, insurance
reserves, or other funds.

iii. Businesses that make investments, either directly or via a captive
fund Investment trusts, including real estate investment trusts
Mutual funds, hedge funds, and other funds, ownership of which
may or may not be publicly traded (these funds typically pool
money raised from their owner-subscribers to invest in securities)
Sovereign wealth funds.

iv. Also, investors might be classified according to their styles. In
this respect, an important distinctive investor psychology trait is
risk attitude.

4.0 CONCLUSION

We noted from the unit that all factors of production like land, labour,
capita land entrepreneur are required in combination at a time to
produce a commodity. In economics, production means creation or an
addition of utility. We discussed the various schools of thought a sit
relates to the concept of entrepreneur. We defined the terms ‘enterprise’,
‘entrepreneur’, ‘entrepreneurship’, and ‘small scale businesses’. Finally,
we enumerated and discussed some key concepts in entrepreneurship.
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5.0 SUMMARY
In this unit, we have,

Discussed entrepreneurship as a factor of production;

Defined the terms: entrepreneur, entrepreneurship, enterprise and small
scale business

Explained the relationship that exists between enterprise and
entrepreneurship;

Explained certain key concepts in entrepreneurship.

In the next unit, we shall discuss the terms entrepreneurship/
intrapreneurship.

6.0 TUTOR-MARKEDASSIGNMENT

1. In  markets, entrepreneurs combine the other factors of
production, land, labour, and capital in order to make a profit.
Discuss the role of an entrepreneur in relation to this statement.

2. Define the terms: enterprise, entrepreneur, small scale business
and entrepreneurship.
I. Write shorts on the following:

Entrepreneurship education;

a. Business person;

b. Business magnate;

C. Tycoon;

d. Mogu;

e. Industrialist;

f. Investor;

g. Captain of industry;

4. How could small scale businesses contribute to the development

of an economy?
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UNIT 2 SMALL AND MEDIUM SCALE ENTERPRISES
Unit Structure

1.0 Introduction
2.0  Objectives
3.0 Main Content
3.1  Features of Small Scale Industries
3.2  Problems of Small Scale Industries
3.3 Sources of Finance for SMEs
3.4  Government Measures to Enhance the Status of SMEs
3.5  Small and Medium Industries Equity Investment Scheme
4.0 Conclusions
5.0 Summary
6.0  Tutor Marked Assignments
7.0  References/Further Readings

1.0 INTRODUCTION

Small and Medium Scale Enterprises (SMEs) can be defined as having
three characteristics:

. Firms are likely to be unquoted
. Ownership of the business is restricted tom a few individual
. They are not the micro business that is normally regarded as

those very small businesses that act as a medium for self —
employment of the owners
The economy of any country depends on the contributions of all sectors
of the economy, particularly the small and medium-scale enterprises.

20 OBJECTIVES
By the end of this study, you are expected to give detail explanation on:

The meaning of Small and Medium Scale Enterprises
Features of Small Scale Enterprises

Problems of small Scale Industries

Sources and Finance of SMEs

Government Measures to Enhance The Status of SMls

3.0 MAIN CONTENT
3.1 Features Of Small Scale Industries

1. They usually have low set up cost.
2. They rely on local raw materials.
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3.2
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Employment operation.

They accelerate rural development and contribution to stemming
urban migration and problems of congestion in large cities.

They provide links between agriculture and industries.

They mobilize private savings and harness them for productive
purposes.

They supply parts and components for large — scale industries.
They contribute to domestic capital formation.

Problems of Small Scale Industries

The small scale industries are based with many problems among which

are:

1.

>

3.3

Management problems: all-important entrepreneurial and
operational decisions are taken by one person and there is a lack
of formal training in management and production skills.
Financing problems: this constitutes major problem. Their low
business credibility, poor management, inefficiencies, limited
collateral security, high risk of failure make it difficult for them
to raise capital from usual sources and often force them to secure
loans at higher interest rates from their lenders.

Most of them tend to initiate rather than innovate.

They engage in the production of non — standardized products.
Most of them are concentrated in urban centres and could
therefore not tap the local advantages e.g. cheap labour, access to
primary products e.t.c.

Little access to or inability to apply new technologies.

Sources of Finance For SMEs

At one time or another in the life of an enterprise, the owners of SMES
would need money. Generation of funds for the successful operation of
these enterprises involves the following:

NoapkowdE

Owner financing
Loans

Trade credit
Equity financing
venture capital
Leasing
Factoring
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Owner Financing: This comes in form of the owner’s contribution in the
case of a sole proprietor. This money is needed as pointed out to provide
working capital to acquire fixed assets and to pay for promotional
expenses. This is the same as equity financing.

3.4 Government Measures to Enhance the Status of SMEs

The government has introduced schemes and policies to encourage more
lending to small firms and special sectors of the economy and these are:

. Central Bank of Nigeria guidelines on sectorial allocation of
loans and advances.

. The loan scheme of National Directorate of Employment.

. The Agricultural Credit Guarantee Schemes.

. Establishment of Development Banks such as Bank of Industry

(BOI) and Nigerian Agricultural, Cooperative and Rural
Development Bank (NACRDB)

. Establishment of Small and Medium Enterprises Development
Agency of Nigeria (SMEDAN).

. Establishment of Small and Medium Scale Equity Investment
scheme.

. Establishment of African Development Bank (ADB) Export
stimulation fund scheme, IDA and IFC.

35 Small and Medium Scale Industries Equity Investment
Scheme

The Bankers Committee on December 21, 1999, at its 264" meeting
resolved that all banks in Nigeria should set aside 10% of their profit
before tax for equity investments in small and medium industries.
Consequently, the scheme SMIEIS was launched and on August 2001,
the Small and medium Enterprises Development Agency of Nigeria
SMEDAN was established to address the problems associated with the
SMEs.

The Objectives

The objectives of the SMIEIS scheme among others are to:

. Facilitate the flow of funds for the establishment of new Small
and medium Industries (SMI) projects reactivation, expansion
and modernization or restructuring of on — going projects.

. Stimulate economic growth, develop local technology and
generate employment for capable and suitable Nigerians.

. Eliminate the burden of interest and other financial charges for
the entrepreneurs.

. Provide financial advisory, technical and managerial support to

the entrepreneurs.
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4.0 CONCLUSION

In this unit you have learned the definition of Small and Medium Scale
Enterprises, features of SMEs, problems of SMEs and the Sources and
finance of SME’s.

5.0 SUMMARY

We have successfully defined SME’s with respect to their major
characteristics, discussed the features of the SME’s, some of their major
problems and the different ways that they generate their funds which
include loans, trade credit, venture capital, leasing, factoring among
others. Finally, we highlighted some of their major objectives.

6.0 TUTOR-MARKED ASSIGNMENTS

1. State some of the objectives of SME’s.

2. Discuss some of the features of small scale industries and their
problems.

3. State some government measures to enhance the status of SMEs
in Nigeria
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UNIT 3 THE FINANCING OF SMALL BUSINESSES IN
NIGERIA

Unit Structure

1.0  Introduction

2.0  Objectives

3.0 Main Content

3.1  Past Efforts at Financing Small Businesses in Nigeria
3.2 Current Efforts at Financing Small Businesses in Nigeria
4.0 Conclusion

5.0 Summary

6.0  Tutor-Marked Assignment

7.0  References/Further Readings

1.0 INTRODUCTION

In the previous unit, we studied the types of finance available to small
businesses and identified the short-term, medium-term, and long-term
types of financing. In this unit, an assessment of the financing of small
businesses in Nigeria is done, by reviewing past and current efforts
made by the government, the private sector (principally the industrial
and the banking sectors), and the donor agencies in financing small
businesses in Nigeria.

2.0 OBJECTIVES

By the end of this unit, you will be able to:

. Discuss the past efforts aimed at financing small businesses in
Nigeria.

. Evaluate the current efforts aimed at financing small businesses
in Nigeria.

30 THE FINANCING OF SMALL BUSINESSES IN
NIGERIA

3.1  Past Efforts at Financing Small Businesses in Nigeria.

The need to finance small businesses in Nigeria became apparent during
the collapse of the oil boom in the early 1980s, which led to a drastic
reduction in capacity utilization in most Nigerian Industries and
consequently, massive retrenchment. This led to economic depression in
the country, which informed the adoption of the structural adjustment
programme in 1986 and the new industrial policy in 1988. The new
industrial policy accorded a pivotal role in the private sector and shifted
the priority focus of policy from large scale industries to small and
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medium scale enterprises. Since then so many schemes and programmes
have been initiated to finance and promote small businesses in order to
bring about development in the country. Notable among them are:

3.1.1 National Directorate of Employment (NDE)

The establishment of NDE in 1986 constituted a channel by which
government aimed at promoting small and medium scale enterprises
(SMEs) in Nigeria. Prior to this time, Nigeria witnessed a serious
problem of employment. According to Olagunju (2008), in 1985, a
conservative estimate of unemployment in Nigeria was put at 8.5%.

As an effort to solve the problem of unemployment, the federal
government of Nigeria on March 26, 1986, appointed a think tank
known as the National Committee on Strategies for Dealing with Mass
Unemployment, Labour and Productivity. The reports of the committee
eventually gave rise to the establishment of the National Development
of Employment (NDE) on November 23 1986. Through the directorate,
a number of programmes emerged such as The Rural Employment
Program, the Vocational Skill Development Programme, the Small
Scale Enterprises Programme

The Special Public Workers programmes under these schemes, NDE
provides financial and technical assistance to small businesses in
Nigeria. Otiti (2007:242) noted that about 70,000 apprentices were
trained in different skills all over the country by the end of 1987.

3.1.2 The World Bank SME Il Loan Scheme

The scheme is a follow-up to the Bank’s supported SME I programme.
Under the SME I, a loan of US$270million was approved in 1989 to
finance small businesses by the World Bank, while approvals and
disbursements began the following year. It is administered by the SME
I1 Apex Unit in the Central Bank of Nigeria.

The primary objective of this scheme has been to promote the
development of small and medium scale enterprises. It covers three
types of credit facilities- project loans, equipment leasing and urban
mass transit scheme. As disbursement was below expectation at the
earlier stage, the size of the loan was reduced to US$142million in
September 1992 and approval of new project ceased in March 1994
when the fund was exhausted.

3.1.3 National Economic Reconstruction fund (NERFUND)

The problem of funding SMEs in Nigeria has been of serious concern to
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both the government and entrepreneurs. All efforts made by the
government to persuade banks and other financial institution to give
loans to small and medium scale business have not yielded significant
results. In an attempt to solve this problem, the NERFUND was set up
through NERFUND Decree No 2 of 1989 to provide medium to long-
term funds for wholly-owned Nigeria SMEs. The objectives of the fund
include:

1. To correct any observed inadequacies in the provision of medium
to long term financing to small and medium scale industrial
enterprises especially manufacturing and agro-allied enterprises
and ancillary services;

ii. To provide medium to long term loans to participating banks for
lending to SMEs, for the promotion and acceleration of
productive activities in such enterprise;

iii.  To facilitate the provision of loans with 5-10 years maturity
including a grace maturity period of 1-3 years depending on the
nature of the enterprise or project;

iv. To provide such loans either in Naira or in foreign currencies or
both according to the sources of funds available to the fund and
the requirement of eligible enterprise or project;

V. To provide employment to our teeming population of employed
people;
Vi. To ameliorate the pressure on prices and inflation often

associated with supply shortages.

Thus, it was conceived that the NERFUND, in partnership with banks
will act as a catalyst in the effort to stimulate the rapid growth and
development of SMEs in Nigeria. (Olugungu, 2008). The NERFUND
decree specified that eligible SMEs must be 100% owned by Nigeria,
most have fixed assets, plus cost of new investment (land excluded) not
exceeding N10 million in the case of a manufacturing project, not less
than 40 percent of the raw materials were to be sourced locally and a
participating bank must accept on behalf of the SMEs to assure the
credit risk.

3.1.4 Second Tier Securities Market

The second-tier securities market was introduced in the capital market
for listing smaller companies that cannot meet the requirement of being
listed on the exchange. This gives an opportunity to small firms, with
sound management practices, to be registered and source for money on
the stock exchange, by trading on securities.
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3.1.5 The Central Bank of Nigeria (CBN)

CBN has over the years been playing a leading role in promoting SMESs
in Nigeria. The CBN, especially during the regime of direct monetary
control, was determining the rate for lending to specified sectors of the
economy with the aim of encouraging lending to those sectors.

The Bank ensured that the lending rates to SMEs were lower than the
rates for further sectors of the economy. It also required mainstream
banks to make available to indigenous industrialists a certain percentage
of their credit portfolio.

There were institutions that provided financial support to small
businesses in Nigeria before the adoption of SAP. They include the
Nigerian Bank for Commerce and Industry (NBCI), Nigerian Industrial
Development Bank (NIDB), etc.

SELF ASSESSMENT EXERCISE

1. Outline the past efforts aimed at financing small businesses in
Nigeria.

3.2  Current Efforts at Financing Small Businesses in Nigeria

Efforts in the past to finance or support small businesses in Nigeria were
either not successful or they achieved only marginal success. In view of
this, there were new programmes and schemes aimed at financing the
small business sector in Nigeria. They are outlined and explained below.

3.2.1 Small and Medium Scale Enterprises Development Agency of
Nigeria (SMEDAN)

It was established by the SMEDAN Act of 2003, to promote the
development of Micro, small, and medium Enterprises (MSME). Its
functions are: to stimulate, monitor, and coordinate the development of
the MSME sector, to initiate and articulate policy ideas for MSME
growth, to promote and facilitate development programmes, instrument,
and support services to accelerate the development and modernization of
MSME operations, serving as a vanguard for rural industrialization,
poverty reduction and job creation and enhanced sustainable livelihood,
link MSME to internal and external service of finance, technology, and
technical skills, provide appropriate information and improved access to
industrial infrastructure, mediate between MSME and government, work
in concert with other institutions, among others.
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3.2.2 Small and Medium Enterprises Equity Investment Scheme
(SMEEIS)

The scheme is an initiative of the Bankers Committee, representing
banks' contribution to the efforts of the federal government towards
stimulating sustainable economic growth, development of local
technology, poverty alleviation, and employment generation. Through
the initiative, banks are required to set aside 10 percent of their Profit
After Tax (PAT) for equity investment and financing to small and
medium scale enterprises. The funding to be provided under the scheme
shall be in the form of equity investment in eligible enterprises.

To be eligible for equity funding under the scheme, a prospective
beneficiary shall register as a limited liability company with the
Corporate Affairs Commission and comply with all relevant regulations
of the Companies and Allied Matters Act (1990); Comply with all
applicable tax laws and regulations and render regular returns to the
appropriate authorities; Engage or propose to engage in any of the
businesses as indicated by the scheme. The scheme covered the
following activities: manufacturing information technology and
telecommunications Agro-allied, Tourism and leisure, Educational, solid
mineral, construction, service (Financial and Insurance Services), and
other legal activities as may be determined by the Bankers” Committee.

3.2.3 Micro Credit and Donor Support to Small and Medium Scale
Enterprises.

Most of the small business supports from the government are in the
form of microcredit schemes. These schemes are either managed
independently or in collaboration with financial institutions or donors. A
few notable schemes are the 31.0 billion SME scheme by the Delta State
Government and four banks, the 30.5 billion schemes by the Lagos State
government, etc. except in the instances where bank funds are involved,
these schemes may not be sustainable due to the culture of non-
repayment of government.

In order to ensure adequate funding of SMEs, the Federal Government,
through CBN, initiated a microfinance scheme in 2005. The objectives
of the microfinance scheme, as noted by the Central Bank of Nigeria
(2005) are:

1. To make financial services accessible to a large segment of the
potentially productive Nigerian population which otherwise
would have little or no access to financial services.

2. Promote synergy and mainstreaming of the informal sub-sector
into the natural financial system.
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3. Enhance service delivery by micro-finance institutions to micro,
small and medium entrepreneurs

4. Contribute to rural transformation

5. Promote linkage programmes between universal/development

banks, specialized institutions, and microfinance banks.

Donors programmes to support SMEs have been in the form of
microcredit funds with a capacity development component. The major
donor is the United Nations Development Programme. Some oil
companies e.g. Shell, have also initiated SME funding.

SELF ASSESSMENT EXERCISE 2

1. Mention the current efforts aimed at financing small businesses
in Nigeria.

4.0 CONCLUSION

This unit reviews current and past efforts aimed at financing small
businesses in Nigeria. It explains that so many schemes and programmes
have been initiated in the past and present to finance and promote small
businesses in order to bring about development in the country. Notable
among them are the National Directorate of Employment (NDE), the
World Bank SME 11 Loan Scheme, National Economic Reconstruction
Fund (NERFUND), Small and Medium Scale Enterprises Development
Agency of Nigeria (SMEDAN), and Small and Medium Enterprises
Equity Investment Scheme (SMEEIS).

5.0 SUMMARY

This unit reviewed past and current efforts made by government, the
private sector (principally the industrial and the banking sectors), and
the donor agencies in financing small businesses in Nigeria. It also
highlighted some programmes and schemes initiated to finance small
business in the country.

6.0 TUTOR-MARKED ASSIGNMENT

1. Outline and discuss the past efforts aimed at financing small
businesses in Nigeria.
2. Mention and explain the current efforts aimed at financing small

businesses in Nigeria.
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1.0 INTRODUCTION

In the last unit, we discussed entrepreneurship as a factor of production;
we discussed the terms: entrepreneur, entrepreneurship, enterprise and
small scale business; explained the relationship that exist between
enterprise and entrepreneurship; and explained certain key concepts in
entrepreneurship.

In this wunit, we shall discuss the terms entrepreneurship/
intrapreneurship.

2.0 OBJECTIVES

By the end of this unit, you should be able to:

o define the concept of entrepreneurship and intrapreneurship

o discuss the importance of intrapreneur in organizations

. use corporate entrepreneurship skills in organizations

. understand the operational link between corporate entrepreneur
and entrepreneur;

o define entrepreneur and distinguish between entrepreneurs,
Intrapreneur and Technopreneur

. enumerate the functions and characteristics of an entrepreneur.

3.0 MAINCONTENT
3.1  Entrepreneurship

The concept of entrepreneurship refers to the ability and willingness to
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develop, organize and run a business enterprise, along with any of its
uncertainties in order to make a profit. Kao (1989) notes that the idea of
entrepreneurship and creativity in established organization is to ensure
that firms maintain their competitive strengths in a turbulent
environment. The most prominent example of entrepreneurship is the
starting of new businesses.

3.1.1 Whois an Entrepreneur?

The multidimensional nature of the entrepreneur as shown above
indicates that it will be difficult to have a definition that will accurately
capture all the dimensions of the construct. A few of the attempts at the
definitions of entrepreneur are presented below.

Schumpeter (1934) defines the entrepreneur in term of innovation and
says that the single function of entrepreneur is innovation.

Glueck (1980) defines an entrepreneur as an individual who creates a
new firm and continues to manage it until it is successful.

Carland, Hoy, Boulton and Carland (1984) define entrepreneur as a
person who establishes and manages a business concern for the major
aim of profit and growth. He has the major characteristics of innovative
behaviour and utilization of strategic management practices in his
business enterprise. Drucker (1985) defines the entrepreneur as the
innovative individual who perceives business opportunities and
organizes the required resources to initiate a successful business activity
for profit. Singh (1986) defines the entrepreneur as the self-starter or
doer who has organized and builds a successful enterprise. Amit,
Glosten and Muller (1993) define the entrepreneur as individual who
innovates, identifies and creates business opportunities, assembles and
coordinates new combinations of resources; and extracting the most
profit from his innovation in uncertain environment.

Ogundele (2000) defines entrepreneurs as the innovating individual,
who initiates and nurtures to growth a new and an ongoing business
organization, where none existed before. He is the individual who
successfully thinks or conceives a new business concern, organizes or
initiates actions to start it, and manage sit through its initial problems
and struggles for survival. He takes all measures that lead the
organization to a state of stability and self-sustaining growth. Strictly
speaking, an individual is an entrepreneur when he/she performs the
above-described functions of an empire builder. This is opposed to the
person who is contended with being self- employed and in satisfying the
primary human needs for hunger, safety and economic security. The
entrepreneur above these is concerned with needs for power, property,
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and self- actualization.

Kuratko and Hodgetts (2001) define entrepreneur as individual who
recognizes opportunities where others see chaos and confusion. That the
entrepreneur is a catalyst for economic change, which uses purposeful
searching, careful planning, and sound judgment when carrying out the
entrepreneurial process. Uniquely optimistic and committed, the
entrepreneur works creatively to establish new resources or endow old
ones with a new capacity, all for the purpose of creating wealth.

The above definitions were merely attempts at describing some of the
aspects of entrepreneur’s behaviour and functions. They were also based
on the perception and academic orientation of the writers. Consequently
the search for appropriate conceptualization of entrepreneur is still
evolving. The common thread in all the definitions is that the
entrepreneur is an individual, who innovates and explores opportunities
for making profit.

Entrepreneurial behaviour or entrepreneurship in many organizations is
a firm level phenomenon. Stevenson and Jarillo (1990) Covinand Slevin
(1991) and Burgelamn (1991) notes that studied organization’s
corporate strategies give the impression that entrepreneurial activities
were the outcome of the interaction of individuals and groups at
multiple levels within the firm. Zahra (1991 and 1993) also
conceptualized entrepreneurship as firm level phenomenon. Barringer
and Blueborn (1999) note that the main assumption that underline the
notion of corporate entrepreneurship is that it is a behavioural
phenomenal, all firms fall along a conceptual continuum that ranges
from highly conservative to highly entrepreneurial.

3.1.1 Need for Entrepreneurships in Organizations
Organizations today are realizing the need for corporate

entrepreneurship. This need arose in the response to a number of
problems, including:

1. Rapid growth in the number of new and sophisticated
competitors

2. A sense of distrust in the traditional methods of corporate
management

3. Exit of some brightest and best people who form corporation to
become small business entrepreneurs

4, International competition

5. Downsizing of major corporation; and

6. Overall desire to improve efficiency and productivity
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Adeleke, Ogundele and Oyenuga (2003) note that in the case of
developing countries like Nigeria, an additional reason is the
privatization and commercialization process of publicly owned
enterprises. Thus, a modern corporation is forced into seeking ways of
developing in- house entrepreneurship.

3.2 Intrapreneurship

Intrapreneurship refers to a system that allows an employee to act like
an entrepreneur within a company or organization. Intrapreneurship is
the act of behaving like an entrepreneur, except within a larger
organization. In 1992, the American Heritage Dictionary acknowledged
the popular use of a new word, intrapreneur, to mean "an individual
within a large corporation who takes direct responsibility for turning an
idea into a profitable finished product through assertive risk-taking and
innovation". Intrapreneurship is now known as the practice of a
corporate management style that integrates risk taking and innovation
approaches, as well as the ward and motivational techniques that are
more traditionally thought of as being the province of entrepreneurship

Also, "Intrapreneurship refers to employee initiatives in organizations to
undertake something new, without being asked to do so." Hence, the
intrapreneur focuses on innovation and creativity, and transforms an
idea into a profitable venture, while operating within the organizational
environment. Thus, intrapreneurs are inside entrepreneurs who follow
the goal of the organization. Intrapreneurship is an example of
motivation through job design, either formally or informally.

Intrapreneurship within the firm which is driven to produce social
capital in addition to economic capital. Employees, such as marketing
executives, Or perhaps those engaged in a special project within a larger
firm, are encouraged to behave as entrepreneurs, even though they have
the resources, capabilities and security of the larger firm to draw upon.

Capturing a little of the dynamic nature of entrepreneurial management
(trying things until successful, learning from failures, attempting to
conserve resources, etc.) adds to the potential of another wise static
organization, without exposing those employees to the risks or
accountability normally associated with entrepreneurial failure.

3.21 Intrapreneur
Intrapreneurs are persons who can turn ideas or proto types into

profitable realities, but may not be inventors. They are team-builders
with commitment to a strong drive to see their ideas become a reality.
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Intrapreneurs are often described as “dreamers who do” as they tend to
be action-oriented. When faced with failures, or setbacks, intrapreneurs
employ an optimistic approach. They objectively deal with their own
mistakes and failures learning to avoid making the same mistakes again.

This is part of what helps to make them successful (Kuratko &
Hodgetts, 2001). Intrapreneurs are self-determined goal setters. They go
beyond the demand of their duty to accomplish their goals. They do not
blame their failures on external forces, but they use the knowledge
gained from failure to improve their future performance. They combine
vision and action. Dedication to creative idea is important to them.

3.2.2 Dimensions of Intrapreneurial Behaviour in Entrepreneurial
Management

The following are the dimensions of intrapreneurial behaviour in

entrepreneurial management in established large organizations:

i. Commitment to opportunity: The promoters are able to engage in
commitment to opportunity in a rather revolutionary fashion. The
willingness to get in and out quickly has led to entrepreneur’s
reputation as gamblers. The pressures which pull a business
towards the entrepreneurial end of the spectrum include; action
orientation, short decision window, risk management and limited
decision constituencies.

ii. Commitment of resources: The good entrepreneurs engage in
multistage commitment of resources with a minimum
commitment a teach stage or decision point. The process of
commitment of resources is pushed towards the entrepreneurial
domain by the following factors, lack of predictable resource
needs, lack of long-term control, social needs and international
demands.

iii.  Control of resources: To the promoter all that is needed from are
source is the ability to use it. The entrepreneurs learn to use other
people’s resources well, they learn to decide what resources they
need to bring in house. The perception of entrepreneur, as
exploitative, derives from this dimension; that entrepreneur is an
expert in using the skills, talents and ideas of others. When
considered from the positive angle this ability is very valuable in
fast changing business environment. The pressures towards this
entrepreneurial dimension include; increased specialization, risk
of obsolescence and increased flexibility.

iv. Management structure: The promoter requires knowledge of
his/her progress via direct contracts with all of his/her principal
actors. Entrepreneurial management is based on the following
pressures; need for coordination of key non-controlled resources,
flexibility, challenge of owner control and employees desire for
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independence.

V. Reward philosophy: Because of value driven philosophy of
entrepreneurial firms they tend to base compensation on
performance. They are also more comfortable rewarding team.

The pressures that pull firms towards the promoter end of the spectrum
include; individual expectation, investment demands and competition
(Stevenson, 1989). The above listed dimensions of entrepreneurial
behaviour are relevant to entrepreneurial management in large
organization. In fact entrepreneurship is strategic management of small
firm when practiced in big organization.

3.2.3 Ten Commandments of an intrapreneur

Kuratko and Hodgetts (2001) present the Ten commandments of an
intreprenur and these are outline below.

1. I come to work each day willing to be

2. Fired Circumvent any orders aimed at stopping your dream

3. Do any job needed to make your project work regardless of your
job description

4, Network with good people to assist you

5. Build a spirited team: choose and work with only the best

6. Work underground as long as you can publicity triggers the
corporate immune mechanism

7. Be loyal and truthful to your sponsor

8. Remember it’s easier to ask forgiveness than permission

9. Be true to your goals, but be realistic about the ways to achieve
them

10.  Keep the vision strong.
3.2.4 Characteristics of Intrapreneurs

One can focus on the characteristics of intrapreneurs as a way of
describing the intrapreneur. Kuratko and Hodgetts (2001) present
comparative characteristics of the traditional manager, entrepreneur and
intrapreneurs along nineteen dimensions. These dimensions will be
employed here to describe the characteristic of intrapreneur. They are as
follow:
. Primary motive: Intrapreneurs wants freedom and access to
organization resources goal oriented and self-motivated. He also
responds to corporate rewards and recognition.

. Time orientation: Has end goals of 3 to 15 years based on the
type of venture. In hurry to meet self-imposed and corporate
time-table.

. Tendency to action: Gets his/her hands dirty, may know how to
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delegate, but when situation demands does what needs to be
done.

. Skills: Like the entrepreneur he/she knows the business very
well. But his/her situation demands ability to progress within the
organization, when he/she needs help of other members of the
organization.

. Attitude toward courage and destiny: Self-confident and
courageous, many are cynical about the system but optimistic
about their ability to outwit it (KuratkoandHodgetts,2001).

. Focus of attentions: Both inside and outside. He sells his new
venture ideas to insiders. He also focuses on the market place and
the customers.

. Attitude toward risk: Like moderate risks. Not afraid of being
fired, he/she sees little personal risk.

. Use of market research: Like the entrepreneur, he/she does
his/her own market research and carries out intuitive market
valuation.

. Attitude toward status: Treasures symbols of freedom and

considers traditional status symbols as a joke.

. Attitude toward failure and mistakes: Attempts to hide risky
projects from others so as to learn from mistakes without the
political cost of public failure. He is also sensitive to the need to
appear orderly.

. Decision-making style: Skillful in getting others to agree with his
private vision. A little more patient and prepared to compromise
than the entrepreneur.

. Who serves: He/she pleases self, customers and sponsors or
mentors.

. Attitude toward the system: Dislikes the system but learns to
manipulate it.

. Problem-solving style: Works out problems within the system or
he/she by passes them without leaving.

. Family history: Entrepreneurial, small-business, professional or
farm background.

. Relationship with parent: Better relation with father, than
entrepreneur, but still storing.

. Socio economic background: Middle class social membership.

. Educational level: Of ten highly educated, especially in the
technical areas, but sometimes not.

. Relationship with others: He/she sees transactions within

hierarchy as basic relationship. To create the climate of in-house
entrepreneurial behaviours, organization must develop four
characteristics, these are:

(1) Explicit goals

2) System of feedback and positive reinforcement

(3)  Anemphasis on individual responsibility and
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(4) Rewards based on results, (Kuratko and Hodgetts, 2001).

It should be noted that specific strategies for corporate entrepreneurship
call for the development of a vision as well as development of
innovation.

3.2.5 Specific Elements of a Corporate Intrapreneurial Strategy
Kuratko and Hodgetts (2001) noted that, to create an entrepreneurial
strategy, organizations should be aware of the following:

(1)  The corporations that promote personal growth will attract the
best peaple.

(2)  The challenge of the new entry is to retain the manager as coach,
teacher and mentor.

(3)  The best people seek ownership and the best companies will
provide it with bonus plans, stock incentive plans, employee
stock-option plans, profit-sharing and even employee ownership.

(4)  Authoritarian management is being replaced by a networking
people style of management characterized by horizontal
coordination and support.

(5) Intrapreneurship within the corporation allows employees the
satisfaction of developing their ideas without the risk of leaving
the company.

(6) Large companies are taking lessons from small businesses and
learning how to be flexible, promote innovation and create new
spirit.

3.2.6 Steps in Intrapreneurial Development in Organizations

The followings are the necessary actions that could ensure
intrepreneurial development in corporate organizations:

€)) Developing the wvision: The first step in planning an
entrepreneurial strategy for the enterprise is sharing the vision of
innovation that the corporate leaders wish to achieve (Collins and
Porras, 1996). This shared vision requires identification of
specific objective for corporate entrepreneurial strategies and of
programmes needed to achieve these objectives.

(b)  Encouraging innovation: All writers on entrepreneurship are in
agreement that innovation is the distinguishing characteristics of
entrepreneurship. Corporation must understand and develop
innovation as the key element in their strategy. Kuratko and
Hodgetts (2001) stated that one way to understand this concept is
to focus on two different types of innovation:
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(1) Radical and (ii) Incremental.

Radical innovation involves the launching or inaugural breakthrough
e.g. mobile phone in our own environment. These innovations take
experimentation and determined vision, which must be recognized and
nurtured.

The Incremental innovation refers to the systematic evolution of a
product or service into newer and larger markets. Incremental
innovation, will take over rafter a radical innovation introduces a
breakthrough. Both types of innovation require a champion the person
with a vision and ability to share it and top management support.

(c) Structuring for an intrepreneurial climate: The final and most
critical step is invested heavily in intrepreneurial activities that allow
new ideas to flourish in an innovative environment. When this is
coupled with element of innovation strategy, it can enhance the potential
for employees to become venture developers. Krackhardt (1993) notes
that, to develop employees as a source of innovation incorporations,
companies need to provide more nurturing and information—sharing
activities. They need to develop a climate that will help innovation-
minded people to reach their full potentials. Management has to
encourage intrepreneurial activities, and have proper control of human
resource policies. It must also sustain a commitment to intrepreneurial
projects long enough for a momentum to occur, and to bet on people not
on analysis (Sathe, 1988).

(d)  Developing Venture Teams: Venture teams hold the potential for
producing innovative results in organizations. Reich (1987) termed it
collective intrepreneurship. He noted that, in it, individual’s skills are
integrated into a group. This collective capacity to innovate becomes
something greater than the sum of its parts. Overtime, as group
members’ work through various problems and approaches, they learn
about each other’s abilities. They learn how they can help one another
better. Each participant looks out for small adjustment that speeds and
smoothes the evolution of the whole. The result of many such small-
scale adaptations, effected throughout the organization, is to propel the
enterprise forward.

3.3  Differences between Entrepreneur and Intrapreneur

An entrepreneur takes substantial risk in being the owner and operator
of a business with expectations of financial profit and other rewards that
the business may generate. On the contrary, an intrapreneur is an
individual employed by an organization for remuneration, which is
based on the financial success of the unit he is responsible for.
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Intrapreneurs share the same traits as entrepreneurs such as conviction,
Zeal and insight. As the intrapreneur continues to expresses his ideas
vigorously, it will reveal the gap between the philosophy of the
organization and the employee. If the organization supports him in
pursuing his ideas, he succeeds. If not, he is likely to leave the
organization and set up his own business.

Entrepreneurship involves innovation, the ability to take risk and
creativity. An entrepreneur will be able to look at things in novel ways.
He will have the capacity to take calculated risk and to accept failure as
a learning point. An intrapreneur thinks like an entrepreneur looking out
for opportunities, which profit the organization. Intrapreneurship is a
novel way of making organizations more profitable where imaginative
employees entertain entrepreneurial thoughts.

It is in the interest of an organization to encourage intrapreneurs.
Intrapreneurship is a significant method for companies to reinvent
themselves and improve performance.

3.4  Technopreneur

Technopreneur is a new age entrepreneur who makes use of technology
to come out with something new to make some innovation. This is an
individual whose business is in high technology, who at the same time
has the spirit of an entrepreneur. The technopreneur represents new
breed that is both innovative and equally enterprising. This concept is
derived from combining together, technology and entrepreneur.

Ovia (2007) notes, a technopreneur is an entrepreneur whose business
involves high technology or to put more clearly technology innovator
and a businessman all combined in one individual. He notes further that
this unusual combination could be found in people like Bill Gates, Steve
Jobs, Ralph Elison and also Nigeria Philip Emeagwali whom, Otiono
(2007) describes as Africa’s Bill Gates and father of internet. The
technopreneur, therefore, combines both technological know-how and
business expertise. The technopreneurs thus combine the attributes of
the scientist and an enterprise person in one individual. Technopreneurs
are also emerging in Nigeria.

Amatas (2007) reports the successful innovation and implementation of
a formula for wealth creation by Abiola Akingbade, which involves the
use of both hardware and software of information and communication
technology. Ovia (2007) states that the technopreneurs are beginning to
emerge in Nigeria, they consist of men and women who are working
relentlessly to assist in actualizing the laudable dream of bridging the
yawning digital divide.
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3.4.1 Characteristic of Nigerian Technopreneur

- They are naturally gifted
- They are smart
- They are highly creative

They have potential to compete favourably in any part of the world
given the enabling environment in which to thrive (Ovia, 2007). It must
be added that the technopreneurs possess all the characteristics listed in
respect of the entrepreneur. The distinguishing marks are being to
combine the unusual or rare attributes of a scientist and business
promoter in one person. An exemplified by Abiola Akingbade, Nigerian
technopreneurs are sometime assemblers of components that makeup
the whole, and at other times innovators and inventors of highly related
technology hardware and software.

3.5  Evolutionary Origins of “Entrepreneur”

The concept “entrepreneur” stems from a French word “entreprendre”
meaning to “undertake”, “go- between” or “projector”. In France
intheearly16™century the term was used for army leaders. It was applied
to business organization in a serious sense in the 18th century as noted
above, to denote a dealer who buys and sells goods at uncertain prices.
Cole (1959) notes that the modern terms as known today, came in to use
in England only in 1879, when it signified a director or manager of a
public musical institution or “one who get supentertainment”. Mill,
(1849) had mentioned it as a French word, which lacked an English
equivalent. In modern times the world has been employed to
differentiate an active businessman from a slow-moving one. The
evolutionary origin of the concept entrepreneur could be summarized as
shown in the following segments.

Period Particularizations

Early time Stems from French means: between, taker, go-between.
Middle Age |Actor and persons in charge of large-scale production
projects

17thcentury  [Person bearing risk of profit (loss)in a fixed price
contract with government

1755 Richard Cantillon — person bearing risk

1821 Jean Baptist Say — separated profits of entrepreneur
from profits of Capital interest.

1904 Max Weber — Protestant ethics and spirit of capitalism
behavioural
outlook
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1934 Joseph Schumpeter — entrepreneur as innovators
developing untried
technology

1961 David McClelland — achievement oriented, energetic,
moderate risk taker

1964 Peter Drucker — entrepreneur maximizes opportunities

1975 Akeredolu-Ale - entrepreneur seen from socio cultural
and political perspectives

1975 Albert Shapero—takes initiative, accepts risks of failure
organizes some social and economic mechanisms.

1980 Karl Vester— entrepreneur seen differently

by  economists, psychologists, business
persons and politicians
1985 Robert Histrich — entrepreneur assumes financial,
psychological and social risks, in creating something
different in value and receiving the resulting rewards of
monetary and personal satisfaction.

1995 Inegbenebor — dynamic structure builders
for  effective
performance.
2000 0. J. K. Ogundele-empire builder ex