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Executive summary

Since the turn of the new millennium, many African countries have enshrined their 
transformation vision into national development plans, in particular as a preface to 
industrial policy efforts. Central to the development plans are industrial policies, which 
are aimed at leveraging domestic competitive advantages, technological advancement 
and natural resource management in a highly complex globalized market context to 
fashion a pathway appropriate to their economy, usually through establishing strong 
linkages to the wider economy and supporting access to regional or global value chains 
(Economic Commission for Africa and the African Union, 2014). Such ambitions have 
been reflected in the African Union’s first 10-year implementation plan for Agenda 
2063, the recently adopted regional development framework for inclusive growth 
and sustainable development.

In order to unleash their potential and attain sustainable and inclusive growth 
through industrialization, African countries need to ensure that these processes are 
underpinned by vibrant domestic businesses. The main rationale of the present study 
is therefore to examine the contribution of African entrepreneurship to the quest for 
structural transformation and inclusive development. 

It is not always the case that policymakers in Africa distinguish an entrepreneur from 
someone who runs only a business when considering policy initiatives to cultivate 
entrepreneurship. The objective of the study is therefore to encourage a renaissance 
in private sector development by encouraging policymakers to review and adopt new 
entrepreneurship priorities in order to encourage African entrepreneurs to play a 
more active role in the structural transformation processes. 

One of the main policy challenges identified in the study is the lack of conceptual 
clarity in defining the term entrepreneurship. With the lack of consensus on the 
exact meaning and considerable confusion in how the term entrepreneurship is used, 
policymakers must consciously orient the definition towards the economic policy 
interests and contexts of their own economies. It is the role of African policymakers 
to determine policy goals. Accordingly, it is also their role to define the types of 
entrepreneurship and entrepreneurs that they wish to foster. Doing so improves 
understanding across the board and facilitates a more realistic evaluation of the 
impact of entrepreneurs by avoiding a composition fallacy that assigns the benefits 
of entrepreneurship to the average private business enterprise.

Different types of entrepreneurs have their place in African countries as in other 
developing and developed economies. Entrepreneurs motivated by the desire for 
self-employment and subsistence income generation can be expected to continue to 
play a vital role in mitigating poverty, social exclusion and unemployment, especially 
in cases in which Governments are severely constrained in providing adequate 
social safety nets. High-impact entrepreneurs, however, deserve special attention 
because they are a subset of entrepreneurs who stand out from their peers in terms 
of their contribution to structural transformation and sustainable development. They 
create more jobs, are innovation-driven, contribute more to society and transform 
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industries to a greater extent. Most important, they have the ability to identify market 
opportunities and meet market demand when others cannot.

The study highlights the critical role expected from local entrepreneurships in 
supporting Africa’s agenda of industrialization, structural transformation and inclusive 
growth. However, evidence shows that African entrepreneurs face significant 
challenges, including a lack of access to funding, support services, skills training and 
a sufficiently educated and productive talent pool, and reliable and affordable power 
infrastructure. They also typically often face a less predictable regulatory environment 
and other administrative barriers, in particular those relating to small enterprises. 

A variety of measures have and are being implemented by African Governments to 
mitigate these challenges. These efforts, however, appear to be beset by hidden 
structural bottlenecks, such as the following: (a) an insufficient focus on the 
innovative and job-creating abilities of entrepreneurs and entrepreneurial ventures 
by existing entrepreneurship programmes that attract a majority of necessity 
entrepreneurs to them in an environment of high unemployment and low-wage 
employment opportunities, thereby contributing to leakages in impact; (b) the need 
for more rigorous definitions of entrepreneurial success that departs from general 
definitions linked to self-employment that can manifest themselves in various forms 
of entrepreneurship and confuse entrepreneurship with size definitions/challenges, 
thereby missing opportunities to employ entrepreneurship strategically to grow 
balanced economic structures encompassing enterprises of all sizes; (c) a lack of 
attention to the specific needs required by entrepreneurs at various stages of the 
growth of their entrepreneurial venture; (d) an overhang of the social development 
bias, which results in a persistent and overly focussed approach on microcredit; and 
(e) insufficient attention placed on the role of technology and innovation policy for 
unleashing entrepreneurship.

Using case studies from Botswana, Ghana and Nigeria, the study provides 
examples of strategic approaches to enhancing local entrepreneurship for structural 
transformation and the efforts to distil relevant experiences, in particular those that 
have been used for private sector development applicable to the industrial sector. The 
country case studies examine the various undertakings to enhance entrepreneurship, 
their main challenges and drivers and the institutional and policy dimensions of their 
implementation.

The countries examined in this study have a mixed record of development strategies, 
shaped primarily by country specificities and their historical trajectories. However, 
the selection of the three countries is based on the drive in the countries for 
entrepreneurial activities. For example, the 2012 Global Entrepreneurship Monitor 
indicates that entrepreneurs in Botswana, Ghana and Nigeria are all driven by 
opportunities rather than necessity (Global Entrepreneurship Monitor, 2012a).

83

Expanding and strengthening local entrepreneurship for structural transformation in Africa

Kirzner, I. M. (1997). Entrepreneurial discovery and the competitive market process: 
an Austrian approach. Journal of Economic Literature vol. 35, pp. 60-85. 

Klapper, L., R. Amit, M. F. Guillén and J. M. Quesada (2010). Entrepreneurship and 
firm formation across countries. Policy Research Working Paper 4313. World Bank.

Kolavalli, S., E. Robinson, X. Diao, V. Alpuerto, R. Folledo, M. Slavova, G. Ngeleza 
and F. Asante (2012). Economic transformation in Ghana: where will the path lead? 
Discussion Paper 01161. Washington, D.C.: International Food Policy Research 
Institute.

Kumar, A. and M. Francisco (2005). Enterprise size, financing patterns, and credit 
constraints in Brazil: analysis of data from the investment climate survey. Working 
Paper no. 49. Washington D.C.: World Bank.

Lekoko, M., E.M. Rankhumise, and P. Ras (2012). The effectiveness of entrepreneurship 
education: what matters most? African Journal of Business Management, vol. 6 (51), 
pp. 12023-12033.

Local Enterprise Authority (2016). Botswana: SMME Directory 2016. Available from 
www.lea.co.bw/sites/default/files/LEA%20SMME%20DIRECTORY%202016_0.pdf.

Mary, O. E., U. K. Enyinna and K. A. Ukpai (2014). The effect of policy measures on 
entrepreneurship development analysis of Nigeria’s experience. European Journal of 
Business and Management, vol. 6, No. 23, pp. 27-276.

Mano. Y., A. Iddrisu, Y. Yoshino and T. Sonobe (2012). How can micro and small 
enterprises in sub-Saharan Africa become more productive? The impacts of 
experimental basic managerial training. World Development, vol. 40, No. 3, pp. 458–
468.

Mason, C. and R. Brown (2014). Entrepreneurial ecosystems and growth-oriented 
entrepreneurship. Final Report to Organization of Economic Cooperation and 
Development. Available from www.oecd.org/cfe/leed/Entrepreneurial-ecosystems.
pdf.

Mazzarol, T. (2014). Growing and sustaining entrepreneurial ecosystems: what they 
are and the role of government policy. White Paper WP01-2014. Small Enterprise 
Association of Australia and New Zealand.

McKinsey and Company (2012). Africa at Work: Job Creation and Inclusive Growth. 
McKinsey Global Institute.

_______________ (2016). Lions on the Move II: Realising the Potential of African 
Economies. McKinsey Global Institute.



82

Expanding and strengthening local entrepreneurship for structural transformation in Africa

_______________ (2016). Ghana’s industrial policy. Accra: Ministry of Trade and 
Industry.

Hallberg, K. (2001). A market-oriented strategy for small and medium-scale enterprises. 
International Finance Corporation Discussion Paper No. 40. Washington, D.C.: World 
Bank.

Harrison, A. E., J. Y. Lin, L. C Xu (2014). Explaining Africa’s (dis)advantage. World 
Development, vol. 63, November 2014, pp. 59-77.

Idam, L. E. (2014). Entrepreneurship development in Nigeria: a review. Journal of 
Business and Management, Vol. 16, Issue 1. Ver. IV pp. 1-7.

Iliya, A. A. and S.T. Achie. (2016). The role of National Directorate of Employment 
(NDE) in entrepreneurship development in Nigeria. International Journal of Research 
in Business Studies and Management, vol. 3, Issue 4, pp. 23-28.

Imoisi, A. I and G. I Opara (2014). Microfinance and its impact on poverty alleviation: 
a case study of some microfinance banks in Edo State, Nigeria. American Journal of 
Humanities and Social Sciences, vo1. 2, No. 1, pp. 27-4`.

International Labour Organization (2015). World Employment and Social Outlook: 
Trends 2015. Geneva.

 _______________ (2016). World Employment and Social Outlook: Trends 2016. 
Geneva.

International Monetary Fund (2016a). Global prospects and policy challenges. 
Prepared for G-20 Leaders’ Summit, 4-5 September 2016, Hangzhou, China. Available 
from www.imf.org/external/np/g20/pdf/2016/090116.pdf.

 _______________ (2016b). Botswana: Staff Report for the 2015 Article IV Consultation. 
Washington, D.C.

_______________ (2016c) World Economic Outlook, October Database. Available from 
www.imf.org/external/pubs/ft/weo/2016/02/weodata/index.aspx.

Jedwab, R. and R. D. Osei (2012). Structural change in Ghana 1960-2010: country 
case study for the project structural change in developing countries. Policy Working 
Paper. Institute for International Economics. 

Kelly, T. and R. Firestone (2015). How tech hubs are helping to drive economic growth 
in Africa. Background Paper: World Development Report 2016: Digital Dividends. 
Washington D.C.: World Bank.

Kirzner, I. M. (1973). Competition and Entrepreneurship. Chicago and London: 
University of Chicago Press.

ix

Expanding and strengthening local entrepreneurship for structural transformation in Africa

The three country case studies contained in this report constitute attempts to 
investigate the reasons why efforts by Governments to produce entrepreneurs 
have been largely ineffective in producing, in particular, high-impact entrepreneurs, 
that is, those considered critical to structural transformation. The starting point is 
that government reforms were designed to align with the Millennium Development 
Goal targets and that, therefore, there appeared to be an overemphasis on poverty 
reduction, the engagement of young people and social targets for women. From 
this perspective, the relationship between economic development, the role of the 
entrepreneur and, accordingly, the “type” of entrepreneur required was not accounted 
for in a comprehensive and cohesive manner. 
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Recommendations

On the basis of the analysis above, the study provides a number of recommendations, 
including the following:

a) African Governments need to redefine the type of entrepreneurs to which 
they wish to pay special attention and establish comprehensive monitoring 
and evaluation frameworks to better evaluate policy effectiveness; 

b) Wider barriers to the development needs of small and medium-sized 
enterprises need to be addressed in line with the industrial development 
plan, including access to relevant skills development, along with, among 
other things, addressing land and lease issues and encouraging innovation. 
African Governments also need to identify and pay special attention to 
promising entrepreneurs in niche markets with strong potential for growth 
rather than poverty reduction alone. Not every small and medium-sized 
enterprise and sector should be targeted;

c) Job creation and reducing the skills deficit among young people is key to 
reducing the employment rate and attracting those who have labour market 
options to entrepreneurship owing to an opportunity, not necessity;

d) African Governments need to tackle the stigma of entrepreneurship by 
showcasing model entrepreneurs and having more hands-on application of 
entrepreneurship training in the curriculum. Vocational education for school 
dropouts does not compensate for secondary level educational attainment, 
nor does it change the perception of entrepreneurship at the tertiary level. 
Increasing secondary school graduation and tertiary education is a major 
priority;

e) Policies targeting skills development need to be strengthened and given as 
much priority among young people as entrepreneurship;

f) Implementation of concrete strategies to achieve women’s economic 
empowerment is needed, either through encouraging and supporting 
high-impact entrepreneurship or providing skills to enable participation in 
the evolving industrial landscape. Such policies will help to improve the 
continuous disadvantage of women and limitation of their opportunities to 
small-scale operations that attain only marginal poverty alleviation.
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I.  Introduction

Both Africa’s Agenda 2063 and the 2030 Agenda for Sustainable Development and 
the Addis Ababa Action Agenda of the Third International Conference on Financing 
for Development assign a central role to the private sector in sustainable development 
strategies. It is now well accepted that achieving the Sustainable Development Goals 
requires stronger engagement of the private sector. 

Consequently, expanding the private sector and enhancing its capabilities in Africa 
is now more critical than ever for several reasons. First, Africa needs jobs. By 2040, 
the continent’s labour force of young people will number 1 billion, making it the 
largest in the world (McKinsey, 2016). Second, Africa’s rapidly urbanizing populations, 
rising incomes and burgeoning middle class represent pent-up aggregate domestic 
demand for goods and services that must be met by the private sector. Third, the 
private sector is expected to shoulder significant responsibility for the shift to low-
carbon paths of development in the context of the global imperative for economies 
to transition to more sustainable patterns of production and consumption. Lastly, 
levels of inequality and poverty remain unacceptably high in Africa, notwithstanding 
more than a decade of high rates of economic growth. 

In the context of all these development imperatives, there is a growing realization 
that entrepreneurship is vital to address high unemployment and attain inclusive 
development. There is also the realization that expanding local entrepreneurship 
is the critical means of delivering a buoyant, efficient, innovative and job-creating 
private sector capable of meeting the continent’s developmental aspirations.

Over the past decades, most Governments in Africa have and continue to develop 
policy frameworks and measures to support micro, small and medium-sized enterprises 
as part of their private sector development strategies that encompass components 
on entrepreneurship development. These strategies often also include measures 
targeting women’s entrepreneurship. Many Governments have also invested heavily 
in improving various dimensions of the business environment. Nevertheless, the 
impact of these measures cannot be said to have borne the expected results in 
terms of growing a critical mass of dynamic and job-creating enterprises capable of 
driving rapid and lasting economic transformation. For example, recent studies by the 
Global Entrepreneurship Monitor studies reveal that, despite South Africa’s position 
as the continent’s premier economic powerhouse, with arguably better resourced 
entrepreneurship programmes, both in terms of funding and an enabling ecosystem, 
entrepreneurial activity is very low.

Rationale and objective of the study
The scant attempts by African policymakers to define the concept of entrepreneurship 
and the tendency to couch entrepreneurship development interchangeably with 
micro, small and medium-sized enterprise development and women’s empowerment 
is quite evident in the articulation of African private sector development strategies. 
A more complete understanding of high-growth firms to the expansion of the 



2

Expanding and strengthening local entrepreneurship for structural transformation in Africa

private sector may lead to adjustments in government policies in order to enhance 
their unique contributions to economic growth and foster a more coordinated and 
comprehensive effort towards high-quality jobs and livelihoods.

Recent global economic crises have underlined not only the important role of the State 
in supporting industry through policies and actions that are aimed at increasing the 
share of manufacturing in the economy, but also emphasized entrepreneurship as the 
cornerstone of industrial policy. Indeed, the general drift towards deindustrialization 
in major developed countries and in developing countries in recent decades has 
resulted in the revival of industrial policy as a legitimate development and economic 
revitalization strategy. 

However, modern industrial policy distinguishes itself from discredited traditional 
industrial policy by embedding private initiative, namely, entrepreneurship, in a 
framework of public action aimed at encouraging diversification, upgrading and 
technological dynamism. Its central aim is to strengthen economic sectors that can 
ensure prosperity in the long term. Backed by the work of the Economic Commission 
for Africa (ECA), as embodied in successive editions of the Economic Report on 
Africa, on the role of the developmental State and the imperatives of industrialization 
in Africa, African Governments have renewed their commitment to developing 
policy and smart legislation to support industry and structural transformation on the 
continent.

The resumption of growth in Africa since the turn of the new millennium has led 
to a wide claim that Africa has the potential to become a pole of global growth 
(Economic Commission for Africa and the African Union, 2012). After a long period 
of stagnation, Africa has re-emerged in the twenty-first century as one of the fastest-
growing regions in the world and a continent full of opportunities, driven by such key 
factors as improved governance, better macroeconomic policies, management and 
business environment, the discovery of natural resources, urbanization and the rise 
of the middle class. 

In order to unleash its potential and attain a sustainable and inclusive growth 
through industrialization, African countries need to ensure that these processes 
are underpinned by vibrant local businesses. The main rationale of the study is to 
therefore examine the contribution of African entrepreneurship to the quest for 
structural transformation and inclusive growth. In this context, African entrepreneurs 
are expected to play a critical role in harnessing transformative and inclusive growth 
on the continent. It is estimated that 122 million new jobs will be needed in Africa by 
2020 to absorb a growing workforce and address unemployment (McKinsey, 2012). 
Most jobs, including those for women and young people, are expected to come from 
small and medium-sized enterprises that form more than 95 per cent of businesses 
in Africa. Nevertheless, Africa accounts for only 1 per cent of global manufacturing. 
While it has 27 per cent of the world’s arable land, many African countries import food 
and agricultural products from outside the continent (United Nations Conference on 
Trade and Development, 2013).
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It is not always the case that policymakers in Africa distinguish an entrepreneur 
from someone who just runs a business when considering policy initiatives to 
grow entrepreneurship. The objective of the study is to encourage a renaissance in 
private sector development by encouraging policymakers to review and adopt new 
entrepreneurship priorities in enhancing African entrepreneurs to play a more active 
role in the structural transformation processes. 

Using case studies from Botswana, Ghana and Nigeria, the study provides 
examples of strategic approaches to enhancing local entrepreneurship for structural 
transformation and the efforts to distil relevant experiences, in particular those that 
have been used for private sector development applicable to the industrial sector. The 
country case studies examine the various undertakings to enhance entrepreneurship, 
their main challenges and drivers and the institutional and policy dimensions of their 
implementation.

In this context, the study seeks, in particular, to shed light on the following questions:

• What type of entrepreneurship is desirable to propel sustainable growth 
and structural transformation, create maximum jobs and contribute to the 
better distribution of wealth? 

• What are the preconditions for growing the desired entrepreneurship?

• Are current approaches to entrepreneurship development effective and 
sufficient to address current and future developmental aspirations? 

The study consists of six sections. Section II provides a classification of entrepreneurship, 
focusing on identifying the linkages between entrepreneurship and structural 
transformation. Section III highlights the main features of enterprise structure in 
Africa and contains a discussion of the current discourse on entrepreneurship policy 
in Africa. Section IV outlines the main features of industrial policy and the state of 
in the three country case studies in order to provide a context for the analysis of 
entrepreneurship policies in these countries, which is the focus of section V of the 
study. Section VI presents the main conclusions and policy recommendation. 
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II. Entrepreneurship and structural 
transformation: issues and evidence

1.  Introduction

On the back of the commodity boom that began at the beginning of the millennium, 
Africa attained its highest recorded gross domestic product (GDP) growth and even 
weathered the global economic and financial crises of 2008-2009. However, the 
commodity boom that shifted investors’ perceptions in favour of the continent 
began to dissipate in 2013, exposing the failure of economic growth to generate 
sufficient and broad-based welfare-enhancing spillovers at the country, regional and 
continental levels. 

Accordingly, the end of the commodity super-cycle is being widely heralded as an 
opportunity for African countries to accelerate commodity-based industrialization 
and reinvigorate reform efforts towards transforming their economies and 
diversifying sources of growth in general. Structural transformation now dominates 
the continent’s post-2015 development agenda and is considered to be the vehicle 
for the achievement of the Sustainable Development Goals. Sustainable development 
is closely associated with the private sector, not only in terms of job creation, but 
also in terms of financing infrastructure development and investments in new and 
sustainable patterns of growth.

The essence of structural transformation is the reallocation of the means of production 
from specific uses to more productive ones. Accordingly, the growing relative 
importance of manufacturing is a well-known stylized fact and feature of structural 
transformation. The importance of entrepreneurship for the reallocation of factors 
of production in this respect is widely acknowledged. More recently, following the 
discovery of the skewed distribution of the impact of new firms on the economy (Storey, 
1998) and in the post-2008-2009 climate of poor job creation performance, economic 
stagnation and rising inequality, the channels, mechanisms, and dynamics associated 
with entrepreneurship and growth are receiving more attention. The relationship 
between economic growth and entrepreneurship is mixed, but the evidence shows that 
there is a strong link between growth-oriented entrepreneurship and economic growth 
(Broughton and Ussher, 2013). Growth-oriented companies deliver outsized economic 
benefits in terms of creating jobs, paying taxes and growing exports.

Based on current global conditions, the 2030 development landscape appears to be 
particularly challenging. With the global economy continuing to struggle to shake 
off the drag of the crises of 2008-2009, Africa is increasingly called upon to look 
inward for drivers of growth and sustainable development, even as it continues to 
register the highest growth during the global slump. Reasserting the utility of private 
sector and entrepreneurship development policy strategies will need to take into 
account the implications for entrepreneurship goals of a constrained global economic 
landscape and less-than-ideal internal conditions. 
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In 2016, downside risks to the global economy remained high against the backdrop of 
weak demand, low investment, low commodity prices and financial market turbulence 
(World Economic Situation and Prospects, 2016). Weak investment had further 
dampened potential growth, which was already low owing to dismal productivity 
trends and demographic factors (International Monetary Fund, 2016a). A surge in 
anti-trade rhetoric saw new trade protectionist measures in Group of 20 nations 
rise at the equivalent of five per week over seven months between 2015 and 2016, 
further compounding the slowdown in global trade that had begun in 2011 (Donnan, 
2016). More worrying, the United Nations Conference on Trade and Development 
(UNCTAD) (2016) highlights the downward trend in the share of wages in national 
income in developed and developing countries over time as the fundamental 
explanation for the fall in global trade. According to the World Trade Organization 
(2016), 2016 was expected to mark the slowest annual pace of trade and output 
growth since the financial crisis of 2008-2009. While it is not yet evident whether 
the slowdown in global trade will be temporary, and although a clear understanding of 
what is driving current trends is not yet established, what is certain is that persistently 
low growth rates serve to diminish opportunities in international markets. They also 
constrain the possibility of replicating or continuing export-oriented development 
strategies through which countries, most notably the East Asian “miracle” economies, 
have prospered in recent decades. 

There are therefore valid reasons to believe that future trade growth will be fuelled 
by different factors than in the past (United Nations Conference on Trade and 
Development, 2015), not least because Africa has struggled to increase its share of 
global trade. 

As discussed in the 2015 Economic Report on Africa (Economic Commission for 
Africa, 2015), Africa’s share in global merchandise exports declined from 3.5 per cent 
in 2012 to 3.3 per cent in 2013. The continent’s share in global merchandise exports 
tapered off in the 1990s and has remained fairly stable, at approximately 3 per cent, 
since then. According to the authors of the 2015 Economic Report on Africa, this 
reflects the continent’s minimal participation in global value chains that integrate 
goods, services and technology. The current direction of global trade suggests that 
the window of opportunity might have narrowed considerably in this respect

More important for structural transformation and industrialisation, there have been 
marginal opportunities in learning and improving the weak technological capabilities. 
Neither have African firms managed to position themselves within China’s value 
chains, which limits the impact of Chinese investment on economic transformation 
and export diversification on the continent. The rise of Chinese private investment, 
in particular in the manufacturing sector, could have a transformative impact on 
growth and development. Government-sponsored special economic zones in Africa, 
however, are not attracting Chinese private investment and many of these zones are 
struggling to survive (Pigato and Tang, 2015).

In the context of the above discussion, this section examines the linkages between 
entrepreneurship and structural transformation.



6

Expanding and strengthening local entrepreneurship for structural transformation in Africa

2. Trends in industrialization in Africa

Since the turn of the new millennium, many African countries have enshrined their 
transformation vision into national development plans, in particular as a preface to 
industrial policy efforts. Central to the development plans are industrial policies that 
are aimed at leveraging domestic competitive advantages, technological advancement 
and natural resource management in a highly complex globalized market context to 
fashion a pathway appropriate to their economy, usually through establishing strong 
linkages to the wider economy and supporting access to regional or global value chains 
(Economic Commission for Africa and the African Union, 2014). Such ambitions have 
been reflected in the African Union’s first 10-year implementation plan for Agenda 
2063, the recently adopted regional development framework for inclusive growth 
and sustainable development.

These attempts have been a direct response to the dismal record in terms of 
manufacturing, the main engine of growth and structural transformation. Africa has 
experienced a significant decline in the contribution of manufacturing to GDP since 
it peaked at 12.8 per cent in 1990. Africa’s share of global manufacturing has fallen 
from some 3 per cent in 1970 to less than 2 per cent in 2013 (Newman et al., 2016). 
Recent evidence on trends in industrialization (Rodrik, 2015) depicts a continent 
that has significantly deindustrialized since the 1990s. It also suggests that Africa’s 
low-skilled workers have borne the lion’s share of the impact of recent changes in 
trade and technology on manufacturing. This suggests a narrowed scope for African 
economies to capitalize on their abundance of low-skilled workers to industrialize and 
supports earlier findings by UNCTAD (2011) that Africa was losing ground in labour-
intensive manufacturing sectors that have, in the past, proved to be a primary path 
to structural transformation and more advanced manufacturing sectors. In effect, 
African economies are failing to leverage their sizeable domestic markets for light 
manufactured goods to transform. Moreover, notwithstanding the progress and 
efforts, many countries have not been able to make the final leap out of the middle-
income category and appear to be caught in the so-called middle-income trap.

These domestic markets are increasingly serviced by imports. McKinsey and 
Company (2016) estimates that Africa could nearly double its manufacturing output 
from $500 billion in 2016 to $930 billion in 2025, with three quarters of that 
potential being for meeting domestic demand. They estimate that Africa imports one 
third of the food, beverages, and similarly processed goods that it consumes. It is 
exactly this primary concern that led Nigeria and the United Republic of Tanzania to 
refuse to sign economic partnership agreements with the European Union in 2016. 
Their refusal was prompted by misgivings about the impact of these agreements 
on existing industries and opportunities to grow new industries, in addition to the 
implied loss of important tools for promoting industrialization, such as export taxes 
that are often used to encourage producers to enter into value-added processing. 
Uncertainty around the impact of Brexit also contribute to general unease on the 
continent. 

Crucially, the evidence raises the likelihood that industrialization in late-
industrializing economies will peak sooner and at lower levels of income 
than those experienced by early industrializers. In summary, many African 
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1. Summary of policy recommendations:

General

• Improve the overall business environment

• Improve the efficiency of institutions and their administrative capacity

• Improve the provision and maintenance of physical, social and commercial 
infrastructure

• Ensure political, social and economic stability to embark on sustainable 
development

• Strive for diversification and broader structural transformation

Entrepreneurial

• Harness the entrepreneurial and risk-taker spirit of people

• Facilitate financial and non-financial resources in the hands of entrepreneurs

• Provide comprehensive strategies for revitalizing entrepreneurship 
education and sensitization

• Ensure broader implementation of technical and vocational education and 
training

• Increase the funding of financial institutions that provide soft loans and 
other loans to entrepreneurs

• National directorates of employment should be strengthened to provide 
training, capital and technical assistance to potential and practicing 
entrepreneurs

• Conduct a thorough assessment of the current state of entrepreneurship 
in society

• Define the overall entrepreneurship strategy and priorities, both in terms of 
objectives and targets

• Design a focused and coordinated set of measures to address the gaps and 
shortcomings identified

• Monitor and assess the impact of the policy measures and regularly assess 
feedback from lessons learned in a dynamic manner so as to ensure 
continued relevance and effectiveness of policies and measures
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international competitiveness quickly. Not every small and medium-sized enterprise 
and sector should be targeted. 

• There appears to be a bias towards using entrepreneurship to resolve the 
high level of unemployment among young people, even though evidence 
suggests they may have a tendency to fall in the category of necessity 
entrepreneurs (especially those with low educational attainment), experience 
a higher rate of business discontinuance.

Recommendation: job creation and reducing the skills deficit among young people is 
key to reducing the employment rate and attracting those who have labour market 
options to entrepreneurship owing to opportunity not necessity. Increasing secondary 
school graduation and tertiary education is still a major priority. 

• The focus on vocational and conceptual entrepreneurship education over 
improving the junior secondary/high school completion rate.

Recommendation: in addition, African Governments need to tackle the stigma of 
entrepreneurship by showcasing model entrepreneurs and having a more hands-on 
application of entrepreneurship training in the curriculum. Vocational education for 
school dropouts does not compensate for secondary level educational attainment, 
nor does it change the perception of entrepreneurship at the tertiary level. 

• A lack of policy connecting a mismatch of labour market skills to jobs 
available or job creation in sectors targeted for economic diversification.

Recommendation: policies targeting skills development need to be strengthened and 
given as much priority among young people as entrepreneurship. 

• Women appear to be heavily excluded from entrepreneurship policy and 
industrialization, and the goal of empowerment appears to be vague and 
centred around social empowerment.

Recommendation: implementation of concrete strategies to realize women’s 
economic empowerment, either through encouraging and supporting high-impact 
entrepreneurship or providing skills to enable participation in the evolving industrial 
landscape. Such policies will help to improve the continuous disadvantage of women 
and the limitation of their opportunities to small-scale operations that achieve only 
marginal poverty alleviation.
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economies will find it harder to industrialize and will, as a consequence, struggle 
to meet the Sustainable Development Goals, in particular Goals 1, 8, 9 and 10. 
These circumstances reinforce arguments made before by, for example, UNCTAD 
(2011) and ECA (2016a) that sustainable industrialization in Africa cannot rely on the 
old technologies and methods of production used by developed countries when they 
were at a similar stage of development. New and more productive activities need 
to be fostered. This implies the need for a concerted policy focus on promoting and 
facilitating the right types of entrepreneurship and entrepreneurial activity. 

3. Issues of defining what is entrepreneurship

The first hurdle is to define entrepreneurship and identify the right type of 
entrepreneurship that sets the economy on the quickest path to meeting its 
developmental goals. As noted by Rocha (2012), notwithstanding the crucial roles 
of the entrepreneur, which were first recognized in economic theory by Richard 
Cantillon as far back as the eighteenth century, the phenomenon of entrepreneurship 
is both the most emphasized and least understood by economists. The field of 
entrepreneurship has been described as “vague”, “lacking empirical validation” and 
“anchored in a small set of intellectual bases” (Pantea, 2014a, p. 2). A myriad of 
definitions of entrepreneurship and the entrepreneur can be found in economic and 
policy literature. To date, the term remains elastic. The meaning of entrepreneurship 
is often articulated in terms of the perceived characteristics of the entrepreneur. 
(Box 1 presents a snapshot of some of the various definitions of entrepreneurship 
and entrepreneur that can be found in the literature.) There is also a fair amount of 
controversy around whether these attributes are intrinsic or learned and whether 
they must first be proven before an individual can be termed an entrepreneur. 

Box 1: Definitions of entrepreneurship

• Entrepreneurship is self-employment of any sort (attributed to 
Cantillon by the Organization for Economic Cooperation and 
Development (Nadim and Seymour, 2008))

• Entrepreneurship is the pursuit of opportunity beyond resources 
controlled (Harvard Business School)

• A mindset — a way of thinking and acting that leads to the 
imagining of new ways of solving problems and creating value 
(Bruce Bachenheimer, Executive Director, Entrepreneurship Lab, 
Pace University)

• The capacity and willingness to develop, organize and manage 
a business venture, along with any of its risks, in order to make 
a profit. The most obvious example of entrepreneurship is the 
starting of new businesses (businessdictionary.com)
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4.   Entrepreneurship and economic development: 
the role of Government in enhancing local 
entrepreneurship

As shown in box 1, there are various definitions of entrepreneurship. In most of these 
definitions, entrepreneurship scholars have been more concerned with the, who, why 
and how of entrepreneurship rather than with the impact of entrepreneurship on 
development or developing countries (Naudé, 2012). 

This myriad definitions of entrepreneurship show that the policies to support 
entrepreneurship remain contentious and are open to interpretations on the basis 
of ideological reasoning. However, as highlighted below, there are two broad strands 
underpinning policy responses to enhance entrepreneurship. The first approach 
follows the work of Kirzner (1973) and the second approach follows the work of 
Schumpeter (1934). 

• An entrepreneur is an individual who, rather than working as an 
employee, runs a small business and assumes all the risks and 
rewards of a given business venture, idea, or good or service 
offered for sale. The entrepreneur is commonly seen as a business 
leader and innovator of new ideas and business processes 
(investopedia.com)

• Entrepreneurship is an individual’s creative capacity, independently 
or within an organization, to identify an opportunity and to pursue 
it in order to produce new value or economic success (European 
Commission green paper of 21 January 2003 on entrepreneurship 
in Europe COM (2003) 27)

• Entrepreneurship reflects certain characteristics that relate to the 
processes through which it is manifested and not uniquely the 
preserve of small companies or entrepreneurs, important though 
these are to the entrepreneurial process. Large companies can 
be entrepreneurial and should not be ignored when formulating 
entrepreneurship policies (Organization for Economic Cooperation 
and Development (Nadim and Seymour, 2008))

• The resource and process whereby individuals utilize opportunities 
in the market through the creation of new business firms (Naudé, 
2010)

• Entrepreneurship is the mindset and process to create and 
develop economic activity by blending risk-taking, creativity 
and/or innovation with sound management, within a new or 
an existing organization (2012 edition of the European Union’s 
Entrepreneurship Determinants: Culture and Capabilities)

• Entrepreneurship means more than self-employment (Pantea, 
2014a)
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It is not always the case that policymakers in Africa can or do distinguish between 
entrepreneurs when considering policy initiatives to grow entrepreneurship. This may 
be due in part to a lack of conceptual consensus in theory and practice. A present 
danger in the lack of conceptual consensus is misguided and bad policy. With the 
lack of consensus on the exact meaning and considerable confusion in how the term 
entrepreneurship is used, policymakers must consciously orient the definition towards 
the economic policy interests and contexts of their own economies. It is the role of 
policymakers to determine policy goals and, accordingly, it is also their role to define 
the types of entrepreneurship and entrepreneurs that they wish to foster. Doing so 
improves understanding across the board and facilitates a more realistic evaluation 
of the impact of entrepreneurs by avoiding a composition fallacy that assigns the 
benefits of entrepreneurship to the average firm. 

The three country cases studies employed in this report attempt to investigate the 
reasons why efforts by Governments to produce entrepreneurs have been largely 
ineffective in producing high-impact entrepreneurs, namely, those considered critical 
to structural transformation. The starting point is that government reforms were 
designed to align with the Millennium Development Goal targets and that there thus 
appeared to be an overemphasis on poverty reduction, the engagement of young 
people and social targets for women. From this perspective the relationship between 
economic development, the role of the entrepreneur and the type of entrepreneur 
required was not accommodated for in a comprehensive and cohesive manner. In 
addition to the standard barriers facing the development of small and medium-sized 
enterprises in the region and their limited capability and participation in both domestic 
and global markets, the evidence presented in this study highlights a number of issues: 

• Owing to a lack of definitional focus on what constitutes a high-impact 
entrepreneur and adequate monitoring and evaluation mechanisms for 
services provided, it is difficult to assess the different grades of entrepreneurs 
and which initiatives/policies are most effective in grooming and supporting 
“gazelles”.

Recommendation: African Governments should redefine the type of entrepreneurs 
to which they wish to pay special attention and establish a comprehensive monitoring 
and evaluation framework to better evaluate policy effectiveness. 

• Vertical integration and horizontal linkages (increased competitiveness) 
remain limited even for established businesses, notwithstanding government 
efforts. This raises questions about the competitiveness of small and 
medium-sized enterprises and their ability to grow. It also explains the high 
uptake of specific sectors with low barriers to entry. 

Recommendation: wider barriers to the development of small and medium-sized 
enterprises need to be addressed, in line with the industrial development plan, 
including, among other things, access to relevant skills development, addressing 
land and lease issues and encouraging innovation. Governments also need to 
identify and pay special attention to promising entrepreneurs in niche markets with 
strong potential for growth, rather than poverty reduction alone, who can achieve 
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VI. Conclusions and policy recommendations

The study highlights the critical role expected from local entrepreneurships in 
supporting Africa’s agenda of industrialization, structural transformation and inclusive 
growth. However, evidence shows that African entrepreneurs face significant 
challenges, including a lack of access to funding, support services, skills training 
and a sufficiently educated and productive talent pool, and reliable and affordable 
power infrastructure. They also typically often face a less predictable regulatory 
environment and other administrative barriers, especially those relating to the small 
sizes of enterprises. 

A variety of measures have or are being implemented by African Governments to 
mitigate these challenges, and many of these mirror similar initiatives that are being 
undertaken by developed and emerging economies with much more success. The 
lack of success in Africa would appear to be indicative of hidden bottlenecks, such as: 
(a) an insufficient focus on the innovative and job-creating abilities of entrepreneurs 
and entrepreneurial ventures by existing entrepreneurship programmes, which fails to 
attract a majority of necessity entrepreneurs into these programmes in an environment 
of high unemployment and low wage employment opportunities, thus contributing to 
leakages in impact; (b) the need for more rigorous definitions of entrepreneurial success 
that depart from general definitions linked to self-employment that can manifest in 
different forms of entrepreneurship and that confuse entrepreneurship with size 
definitions/challenges, thus missing opportunities to employ entrepreneurship 
strategically to grow balanced economic structures encompassing enterprises of 
all sizes; (c) a lack of attention to the specific needs required by entrepreneurs at 
various stages of the growth of their entrepreneurial venture; (d) an overhang of the 
social development bias, which results in a persistent and overly focused approach 
on microcredit; and (e) insufficient attention given to the role of technology and 
innovation policy in unleashing entrepreneurship.

Different types of entrepreneurs have their place in all economies. In the context of 
Africa’s developmental imperatives, entrepreneurs motivated by the desire for self-
employment and subsistence income generation can be expected to continue to 
play a vital role in mitigating poverty, social exclusion and unemployment, especially 
in situations in which Governments are severely constrained in providing adequately 
for social safety nets. High-impact entrepreneurs, however, deserve special attention 
because they are a subset of entrepreneurs that stand out from their peers in terms 
of their contribution to structural transformation and sustainable development. They 
grow their enterprises faster, create more jobs, are innovation-driven and contribute 
more to society and transform industries to a greater extent. Most important, they 
have the ability to identify market opportunities and meet market demand where 
others cannot. 
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A major contribution to the theory of entrepreneurship is made by Kirzner (1973, 
1997). The entrepreneur plays the role of an arbitrageur who drives the process of 
market exchange by buying low and selling high. Therefore, Kirzner (1997, p. 690) 
defines entrepreneurs as “individuals who grasp opportunities for pure entrepreneurial 
profit created by temporary absence of full market adjustment”. Kirzner’s definition 
of the entrepreneur highlights the limitations of neoclassical economics with regard 
to knowledge and market coordination. The continual problems of adjusting to markets 
suggest that neoclassical economics is left wanting. However, by concentrating on the role 
of arbitrageur as an agent who leads the market towards equilibrium, Kirzner downplays 
the role of innovation and its contribution to capabilities and the growth of firms. 

The policy implication of Kizner’s definition of the entrepreneur, which dominates 
thinking among mainstream economists, is that government policy for promoting 
entrepreneurship should reduce uncertainty and transaction costs. This perspective 
follows the work of the new-institutionalist school of thought, which has gained 
momentum since the 1990s (Coase, 1984, Williamson, 1985 and Bamoul, 1990s). In 
this perspective, policy is a proximate for risk and uncertainty, given that institutions 
affect not only the supply of entrepreneurship, but also its allocation towards 
productive, unproductive or even destructive activities (Baumol, 1990). This is so 
because stable institutions determine the rule of the game for entrepreneurs as they 
shape opportunity fields for entrepreneurship, determine the ease and transaction cost 
of entrepreneurship, determine the stability and certainty of the environment, guide 
the strategic activities of entrepreneurs, confer legitimacy on entrepreneurs, (re)allocate 
entrepreneurship and counter market failures for entrepreneurs (Abebrese, 2015).

Transaction cost theories investigate the economic system in terms of contracts 
or exchange relationships. The organizational institutions that arise result from the 
transaction costs of using the market and are seen as minimizing transaction costs. 
The policy implications of this approach are to transform the structure of the economy 
by the creation of firms that adopt the role of the market rather than combating the 
structural rigidities that might exist within the economy. This outcome results from 
the continued adherence of transaction costs theories to the notion of neoclassical 
economics of competitive equilibrium that restricts a dynamic view of the market 
process. Williamson, for example believes that, in the beginning, there were markets, 
and only as the market-mediated contracts collapse are the transactions in question 
removed from the market and organized internally (Williamson, 1985, p. 87).

Therefore, low economic growth is not due to an insufficient supply of entrepreneurs, 
but mainly to institutional weaknesses that result in a “lack of profit opportunities 
tied to activities that yield economic growth” (Coyne and Leeson, 2004, p. 236). For 
example, the World Bank’s Doing Business project provides objective measures of 
business regulations and their enforcement in 189 economies and selected cities at 
the subnational and regional levels. Launched in 2002, the project looks at domestic 
small and medium-sized enterprises and measures the regulations applying to them 
through their life cycle. 

The values guiding the Doing Business indicators and similar initiatives within 
mainstream economists guided by multilateral institutions appear to suggest that 
government support to entrepreneurs should be confined to the provision of a 
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stable business environment to allow the private sector to claim its primary role as 
an “engine of growth”. Regarding this mainstream approach is the assumption that 
spurring economic growth requires good governance in terms of effective checks 
and balances through stable, predictable and non-arbitrary State policies to ensure 
that markets work better (Sundaram and Chowdhury, 2012). Therefore, good 
governance has been advanced as an alternative conception of authority expressed 
through institutions that would insulate markets from the power of bureaucrats. This 
is why the predominance of small firms in Africa and other developing regions has 
been attributed to economy-wide uncertainty hindering the growth of these firms 
(Wiggens, 1995).

On the other hand, Schumpeter is most associated with the evolution of economic 
development and change. The current global conditions and African conditions 
described in this study arguably motivate for Schumpeterian entrepreneurs. The 
notion of being innovation-driven is critical. It emphasizes entrepreneurs who strive 
to build competitive advantage by taking today’s resources and doing something 
distinctive with them, that is, what Schumpeter called new combinations (Kauffmann 
Foundation, 2013a). 

Schumpeter has revolutionized entrepreneurship research by focusing on the 
“ambiguity” surrounding innovations and the endogenous growth of firms. If 
entrepreneurial innovation is difficult to copy, the main challenge for entrepreneurial 
research is therefore to emphasize inimitable assets that might yield a sustained 
competitive advantage (Alvarez and Barney, 2001). This task has been taken up by the 
contemporary resource-based or knowledge-based approach that considers firms as 
a network of immobile and inimitable resources that are combined in order to secure 
entrepreneurial rents (Venkataraman, 1997, and Barney, 1991). These heterogeneous 
resources are considered to be strategic assets appropriated under imperfect factor 
markets. The innovative organization exploits these resources and transforms them 
into high-quality products through distinctive management and coordination skills. 
Although competitors might reduce monopoly profit for a certain product, over time, 
an innovative strategy towards heterogeneous resources and capabilities can lead to 
a sustained competitive advantage (Alvarez and Barney, 2001).

The emphasis in this approach is on the role of institutions in promoting industrial 
change. Gains in productivity come about not from neoclassical comparative 
advantage and the static concept of economies of scale, but from the adoption of 
technology and channelling investment towards higher-wage activities (McMillan and 
Rodrik, 2011). There is therefore a clear case for the State to play a role in addressing 
the market failures that plague entrepreneurial startup and innovation activities. 
Moreover, this role will be different across various stages (Naudé, 2012), although 
more research will clarify this, in particular given the fact that many countries exhibit 
various stages simultaneously in different sectors and that countries can today 
leapfrog development. 

Another prime link that distinguishes this approach is the recognition that markets 
involve more than the exchange of existing resources. There is a prime emphasis on 
creating incentives for production and investment. This links the study of economic 
organizations to the institutions surrounding them, such as government agencies, 
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businesses are necessity-driven rather than opportunity-driven. Notwithstanding the 
various efforts by Governments in the areas of skills training, there is no coherent 
approach linking formal education and entrepreneurship practice, resulting in limited 
opportunities for hands-on learning, practical thinking and creative problem-solving. 
According to the 2012 Global Entrepreneurship Monitor survey, the percentage of 
African entrepreneurs who believe that they have the skills to manage new firms is 
quite low: 9 per cent in South Africa, 14 per cent in Ghana and Nigeria, 19 per cent 
in Ethiopia, 22 per cent in the United Republic of Tanzania and 23 per cent in Kenya 
(Omidyar and Monitor Group, 2012).

Again, without further analysis of the suitability of the training undertaken to trainees, 
information on how committed the trainee is to actually starting up a business and the 
outcome of the training, namely, whether the training is used for what it is intended, 
it is very difficult to know whether the right individuals benefit from this training and 
whether they are receiving complementary support. 

The above discussion highlights one major challenge facing the three countries, 
which is how entrepreneurship is defined in policy terms. The definition of an 
entrepreneur essentially determines the orientation of government support to 
enterprise development. As highlighted in section II, an important aspect of fostering 
high-impact entrepreneurs is a well-established entrepreneurial ecosystem based 
on well-defined government policies. There is little evidence to show that a holistic 
approach has been developed to address the ecosystem in totality rather than seeking 
to invest in isolation in its components, such as innovation, education and training, 
young people and women. 

Instead of a developmental approach targeting high-impact entrepreneurs, the 
overarching objectives of Governments appears to be to prioritize upstreaming 
support focusing on the enabling environment for the private sector, defined by 
policies, laws and regulations affecting business, as recommended by the World Bank’s 
Doing Business rankings, which do not have a primary focus on growing businesses. 



70

Expanding and strengthening local entrepreneurship for structural transformation in Africa

than investment potential (Ibid.). The evidence suggests that, notwithstanding the 
support mechanisms offered by the government, small and medium-sized enterprises 
operating in sectors key to diversification are often confronted with significant barriers, 
such as meeting requirements for product certification and financial management 
criteria to permit bidding for procurement projects. In addition, this could explain 
why specific industries dominate the entrepreneurial landscape, such as information 
and communications and tourism, in which the government has made specific efforts, 
such as embarking on heavy infrastructural development. 

In a holistic assessment of all major public policies towards entrepreneurships, Idam 
(2014) concludes that efforts made by various Governments in Nigeria over the 
years to develop entrepreneurship have not yielded the desired results. One major 
reason is the treatment of all small businesses as entrepreneurial firms. The second 
set of problems relate to the hostile economic, social and political environment that 
challenges the development of entrepreneurial firms and other small businesses. In 
general, Nigeria’s entrepreneurs have also experienced difficulties in doing business 
owing to managerial challenges, technological problems, a lack of credit facilities, of 
basic amenities or infrastructural facilities and of power supply and inconsistencies in 
government policies (Mary, Enyinna and Ukpai, 2014).

Idam (2014) further proposes policy recommendations that begin with a separation 
of entrepreneurial and non-entrepreneurial small businesses, to allow for distinct 
policies and programmes required by each category. First, this should be coupled 
with monitoring and evaluation systems in order to identify firms that fail to realize 
projections in their business plans. Second, it is recommended that entrepreneurial 
firms be given higher levels of support, including government grants and soft loans 
for research and development and easy access to venture capitalists and business 
angels. Third, to address the challenges of access to microcredits, the implementation 
of the microfinance policy should be reviewed for greater impact on the rural 
populace. Lastly, it is suggested that the Government should strive to reduce the cost 
of doing business in Nigeria to the benefit of both entrepreneurial firms and other 
small businesses. To achieve such objectives, the challenges of infrastructure gaps, 
power outages, water supply, national security and corruption should be substantially 
addressed (Idam, 2014; Mary, Enyinna and Ukpai, 2014; Tende, 2014).

The focus of the institutional arrangements to enhance entrepreneurship in Ghana 
is on supporting small businesses mainly through training and financial support 
(Bamfo, 2013). The main objective of this business promotion programme is to 
provide a coordinated approach among the various institutions concerned with small 
businesses growth and development, in particular in the areas of finance and training. 
This approach has been successful in bringing together government and international 
organizations in the area of capacity-building, including training and financial assistance 
to small business. Linkages with national and local non-governmental institutions, 
however, have been very limited (Ibid.).

The issue of skills enhancement is central to the entrepreneur policies in Botswana, 
Ghana and Nigeria. The three countries identify the development of small and medium-
sized enterprises under a broad agenda of enhancing the business environment, training 
and skills development. However, as in most of Africa, a critical challenge is that most 
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financial institutions and universities supporting research and development in 
industry. Underlying the effective role of institutions in development in various 
States lies conscious decision-making by the State (Nelson, 1998). This is essentially 
a developmental approach to enterprise development, which includes both efficiency 
and growth. It surpasses the abstract notion of the market as solely a form of exchange 
to concentrate on the complex set of national institutions that sustain or constrain 
development and technical change.

Accordingly, an entrepreneurial venture becomes one that engages in at least one 
of Schumpeter’s categories of behaviour (Carland et al., 1984). Shumpeterians of 
today therefore distinguish between replicative entrepreneurs and innovative global 
context. These entrepreneurs are often associated with global ambitions and the ability 
to disrupt large markets using technology. It is also true, however, that high-impact 
firms are not all in high technology, although many of the most visible companies 
may be. High-impact firms can be operational in any sector, including retail. They also 
distinguish between small businesses and high-growth businesses (The Economist, 
2014). High-growth firms comprise only 1 per cent of firms globally but contribute 
44 per cent of total revenue and 40 per cent of total jobs (Ernst and Young, 2015). It 
follows that entrepreneurs who create the greatest economic impact are those who 
build high-growth businesses (see box 2 for different types of entrepreneur).

High-impact entrepreneurs have become so sought after that countries are competing 
to attract them from other countries. For example, the majority of the Group of 20 
countries have introduced specific visa programmes for entrepreneurs, with a view 
to stimulating innovation and addressing unemployment of young people. These 
programmes go beyond extending entry and residence privileges to offer funding, 
working space, legal assistance, equipment, networking mentoring and other 
benefits to qualifying entrepreneurs. The conditions that countries have attached 
to their programmes are indicative of the specific attributes that define high-impact 
entrepreneurs, their stage of growth and the various sectors and industries, such as 
high technology, which specific countries wish to target. This is indicative of a clearly 
defined national strategic focus and conscious choices being made by policymakers. 
Firm creation as a distinct outcome of entrepreneurial ambition is either explicitly or 
implicitly alluded to by the various visa requirements, as is the recognition of team 
effort. For example, both France and Ireland’s requirements recognize the existence 
of management or entrepreneur teams in the context of an entrepreneurial venture. 
It is notable that Singapore makes meeting progressive targets for local job creation, 
revenue and spending an explicit requirement. As a consequence of these programmes, 
those countries have become more attractive to innovative inward investment. These 
programmes have implications for the retention by developing countries, including 
African countries, of their own potential high-impact entrepreneurs.

Whether a Government chooses to prioritize technological entrepreneurship and 
startups or high-growth entrepreneurs in any number of sectors, a key aspect of 
fostering and attracting high-impact entrepreneurs recognized by the Group of 20 
countries is the establishment of the right entrepreneurial ecosystem (Ernst and 
Young, 2015; Motoyama and Wiens, 2015; Mason and Brown, 2014; Mazzarol, 
2014). The foremost component of the entrepreneurial ecosystem is government 
policy. More important, this policy needs to be tailored to local conditions and 
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Box 2:  Types of entrepreneur

• Gazelles: economist David Birch coined the terms “mice”, 
“gazelles” and “elephants” to categorize companies. Mice are 
businesses that start small and stay small; gazelles are companies 
that start small and grow rapidly; and elephants are the few 
large companies that employ many people but that do not grow 
significantly. Traditional small businesses might be content to 
remain mice. All startups aim to become gazelles, but most will 
not succeed. Birch estimated that gazelles, which he defined as 
companies whose sales double every four years, comprised 4 
per cent of all companies in the United States of America and 
were responsible for 70 per cent of new jobs. Numerous studies 
have since backed up this trend around the world, and gazelles 
are also known as high-impact or high-growth firms. It follows 
that entrepreneurs who create the greatest economic impact are 
those who build high-growth businesses

• Replicative entrepreneurs: those who set up small businesses 
much like other small businesses, also referred to as “me too” 
businesses

• Startups/nascent entrepreneurs: those showing some action 
towards setting up a new business, whether fully or partly owned, 
and not yet having paid any wages or salaries for more than three 
months

• Innovative entrepreneurs: those who upset and disorganize the 
existing way of doing things, as described by Schumpeter 

• Necessity-driven entrepreneurs: individuals involved in 
entrepreneurship because they had no other option for work

• Opportunity-driven entrepreneurs: those starting a business to 
pursue an opportunity, rather than because they have no other 
option for work

• Solopreneur: those who choose to start a business with no 
intention of ever adding staff

• Intrapreneur: employees who are instrumental in the development 
of new ideas and activities on behalf of their employers and are 
often at the centre of innovation in established firms

• Social entrepreneur: those who create their business in order 
to produce a social impact (main focus on entrepreneurship’s 
contribution to solving problems of poverty and social inclusion)

• Business/commercial entrepreneur: those who create their 
business in order to gain profit (main focus on entrepreneurship’s 
contribution to creating jobs and providing goods and services)
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particular whether such interventions have improved the entrepreneurship landscape 
and, furthermore, whether there are any indicators to suggest that the high-impact 
entrepreneurs necessary are being produced.

In Botswana, in the tenth national development plan the prominent role of the 
private sector in the provision of goods and services was emphasized. The plan 
contains calls for manufacturing that is based on Botswana’s primary products, in 
which comparative advantage exists. The agricultural sector strategies for the plan 
have prioritized commercialization and an improvement in productivity through 
increased employment opportunities and skills development for the Government and 
private sector and the exploitation of full entrepreneurial potential through providing 
a secure and productive environment for agriculture producers and private sector 
participation (Government of Botswana, 2009). 

The plan also makes specific mention of rural industrial development that is pursued 
through the establishment of the Local Enterprise Authority. The Authority focuses 
on the development of microenterprises and small and medium-sized enterprises in 
agriculture, manufacturing, tourism and services (Government of Botswana, 2009). 
Another key mention is the promotion of citizen entrepreneurship in the tourism 
sector, including joint ventures between local and foreign tourism entrepreneurs. It 
is worth pointing out that investment promotion has also been targeted as a means 
of facilitation to enhance the export potential and competitiveness of private sector. 
The export development programme established by the Botswana Investment and 
Trade Centre is aimed at increasing the export of products and services that add 
domestic value and contribute to the diversification of the economy. This includes 
the provision of training programmes and other educational measures for potential 
exporters. One of the requirements of eligibility is a turnover 500,000 pula. 

On the basis of the evidence above, one would argue that the efforts of the 
Government of Botswana to realize economic diversification by establishing and 
developing economic activities outside the mining sector has been limited at best 
and that, more important, mining remains the dominant contributor to the economy. 
Even businesses in target sectors with government interventions have limited success 
outside the domestic market (Themba and Josiah, 2015).

The vertical integration and horizontal linkages targeted by Citizen Entrepreneurship 
Development Agency have also been found to be limited, even though they are 
critical to the development of the small firms that often find it difficult to penetrate 
established markets. To boost the domestic competitiveness of small and medium-
sized enterprises in Botswana, the Government established a local procurement 
programme to enable them to improve their capacity to bid for government contracts 
and eventually improve business linkages. It was found that those enterprises did 
not have sufficient capacity and ability to provide procuring entities with quality 
goods and that the Agency and Local Enterprise Authority, as well as the enterprises 
themselves, lacked the financial resources needed to participate (Organization 
for Economic Cooperation and Development, 2014). In addition, the investment 
promotion schemes aimed at strengthening strategies, value chain mapping and plans 
for cluster development in the interest of business linkages, have been criticized 
for selecting priority sectors in the light of their poverty reduction potential rather 



68

Expanding and strengthening local entrepreneurship for structural transformation in Africa

g) The Government should increase its funding of financial institutions that 
provide soft loans to entrepreneurs. Institutions such as the National 
Directorate of Employment should be strengthened to provide training, 
capital and technical assistance to potential and practicing entrepreneurs;

h) The Government should provide adequate infrastructure that enables 
enrolment that supports and encourages entrepreneurship development in 
order to encourage people to go into self-employment.

There is also a policy assessment of Nigeria’s ICT for development plan mentioned in 
the previous section. In line with its mandate, the National Information Technology 
Policy Development Agency is not only the agency responsible for coordinating the 
plan, but it also provides reviews and status updates on its status. The most recent one 
available is from 2015. According to this evaluation, much has been realized through 
plan regarding the positive and noticeable impact of ICT infrastructure initiatives in all 
sectors, but that there are still significant gaps to be bridged. In particular, the impact 
of ICTs in education initiatives are not sufficient given its importance; much more 
impact is required in education. It is reported, however, that a wide variety of initiatives 
have been implemented to empower girls and women in ICT and the awareness is 
increasing in education, government and business spheres and is beginning to have 
an impact as more people are using ICT to meet their needs. Plan implementation of 
initiatives has reportedly contributed significantly boosting ICT awareness ICT and 
internet penetration in the country, so that Nigeria’s Internet usage is the fastest 
growing in Africa, and with a teledensity of more than 100 per cent. 

Farmers have benefitted from several ICT initiatives to stimulate a revival in the 
sector. These initiatives have significantly improved the access of farmers to 
subsidized seeds and fertilizers and ended more than 40 years of corruption in the 
Government’s fertilizer subsidy scheme. Rather than using government agents as 
middlemen, companies sell directly to farmers, while the Government’s monopoly 
has been eliminated so that procurement and supplies are now in the hands of the 
private sector. In addition, the introduction of the cashless policy and other payment 
initiatives has seen increasing, with many Nigerians utilizing digital payment methods 
for their transactions. The value of mobile phone, automatic teller and Internet 
transactions have increased at a steady pace at the expense of cheque transactions. 
The launches and improvements of online stores and e-payment channels have been 
very successful and have had an impact. It is noted, however, that entrepreneurs and 
regular companies are the ones having a significant impact on ICT for development, 
which is seen as one of the major driving forces of the economy (National Information 
Technology Development Agency, 2015).

2. Reflections on the institutional arrangements in 
practice to enhance entrepreneurship 

The research conducted in this study revealed no formal impact assessment of 
entrepreneurship policies in the three countries. On the basis of the studies that have 
looked at elements of entrepreneurship policies by the three countries, however, 
this report uses these findings as a starting point to review the success of these 
approaches in the context of entrepreneurship and structural transformation, in 
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apply a holistic approach that seeks to address the ecosystem in totality rather 
than seeking to invest in only a few components (Mazzarol, 2014). The Kauffmann 
Foundation (2015) underlines the need for Governments to adopt a long-term focus 
on entrepreneurs as individuals distinct from small businesses. Mason and Brown 
(2014) identify seven general principles for government policy (box 3). They suggest 
that a growth-oriented approach to enterprise development would focus primarily on 
types of entrepreneurs, their networks and the role that government policy can play 
in their formation and growth.

Box 3: General principles for government policy 

1. You cannot create something from nothing: entrepreneurial 
ecosystems need to evolve from industries that are already extant 
within the region or country 

2. Policy approaches need to evolve over time: entrepreneurial 
ecosystems are complex and dynamic in nature and need to grow 
and develop organically, and their evolution cannot be rushed by 
direct intervention 

3. No one size fits all: every entrepreneurial ecosystem is unique 
and its size and shape will be determined by the local conditions 
at play within each of the components that comprise it 

4. Government initiatives are likely to be ineffective in isolation: 
there are no “magic bullets” that can be used to stimulate growth 
in an entrepreneurial ecosystem. Each component is of equal 
importance, and if any component is missing the system will fail 
or fail to grow 

5. Entrepreneurial ecosystems: approach both macro and micro-
level policy settings need to be configured to help to stimulate 
and sustain the growth of an entrepreneurial ecosystem 

6. Distinguish between small business and entrepreneurship 
policies: most small businesses are not owned and operated by 
entrepreneurs. Although the majority of businesses are small and 
medium-sized enterprises, only a relatively small proportion is 
focused on growth 

7. Policies for high-growth enterprises should reflect the diversity 
of such firms: high-growth firms are not only found in high-tech 
sectors. In addition, their growth paths are seldom linear in nature; 
few high-growth firms are supported by venture capital and many 
grow through acquisition

Source: Small Enterprise Association of Australia and New Zealand (2014).
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III. Entrepreneurship discourse in Africa

1. Introduction

The resumption of growth in Africa since the turn of the new millennium has led 
to a wide claim that Africa has the potential to become a pole of global growth 
(Economic Commission for Africa and the African Union, 2012). After a long period 
of stagnation, Africa has re-emerged in the twenty-first century as one of the fastest-
growing regions in the world and a continent full of opportunities, driven by such key 
factors as improved governance, better macroeconomic policies, management and 
business environment, the discovery of natural resources, urbanization and the rise 
of the middle class. 

In this context, African entrepreneurs are expected to play a critical role in harnessing 
transformative and inclusive growth in the continent. It is estimated that 122 million 
new jobs will be needed in Africa by 2020 to absorb a growing workforce and address 
unemployment (McKinsey, 2012). Most jobs, including those for women and young 
people, are expected to come from small and medium-sized enterprises that form 
more than 95 per cent of businesses in Africa. However, Africa accounts for only 
1 per cent of global manufacturing. Notwithstanding having 27 per cent of the 
world’s arable land, many African countries import food and agricultural products 
from outside the continent (UNCTAD, 2013). Over the last decade, the focus on 
structural transformation has forced a renewed perspective on how economic factors 
and agents are considered, in particular in the industrialization policy framework. 
Furthermore, in the light of the Sustainable Development Goals, which firmly places 
industrialization as a condition necessary for inclusive and sustainable development, 
the target of poverty reduction alone is no longer sufficient but now prefaced with 
ideals of value addition, sustainability and, ultimately, economic transformation. 

On the basis of this evolution within the development discourse, it is expected and 
logical that the conceptualization of entrepreneurship would also evolve to combine 
elements of the Schumpeterian entrepreneurship discussed in section II and structural 
factors most strongly aligned with industrial change. 

This section will elaborate on the importance of key factors and agents for structural 
transformation in the African context to better delineate the disconnection between 
mainstream policy discourse and policy treatment in the region and provide the 
rationale for a stylized definition of entrepreneurship that may assist in directing 
policy design to accelerate economic transformation in African countries. 

As discussed in the preceding chapters, a sensible departure for analysing the 
stimulation of appropriate entrepreneurship is to examine mainstream policy 
treatment and the enabling environment in which entrepreneurs can best emerge 
and grow. This concerted effort in both these areas appears to be largely absent 
in Africa, where the policy discourse, in general, acknowledges the reality of low 
manufacturing productivity but tends to assign equal value to all entrepreneurs and 
entrepreneurial activity. For example, the Agenda 2063 technical document charts a 
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large population. In fact, the Directorate’s annual report highlights long-standing 
challenges, with insufficient financial and other resources to fulfil its mandate and 
service a larger spectrum of the labour force (Ibid.).

Nigeria also has a specialized initiative, N-Power, which is intended to provide skills 
acquisition to tertiary-level-educated Nigerians between 18 and 35 years of age, 
which, in turn, is expected to help to diversify the entire economy. Those who receive 
N-Power training are intended to be part of a pool of software developers, hardware 
service professionals, animators, graphic artists, building services professionals, 
artisans and others (N-Power, 2016).

A local policy initiative is the Abuja Enterprise Agency, which is a vehicle for small and 
medium-sized enterprsie development and poverty reduction in the Federal Capital 
Territory. Its aim is to champion entrepreneurship in the Territory through outreach 
programmes and policy advocacy. The Agency is also meant to provide support 
services to new and existing businesses, such as training on entrepreneurial skills, 
counselling and mentoring, business clinics, research and consultancy. It facilitates or 
provides workspace for businesses, as well as access to finance through microfinance, 
commercial loans and leasing (Global Entrepreneurship Monitor, 2012a).

In a comprehensive survey of students and teachers in strategies for revitalizing 
entrepreneurship education implementation in technical and vocational education 
and training, Edmond et al. (2014) concluded that there had been little appropriate 
matching to the labour market. The authors recommended the following for policy 
adoption by the federal Government:

a) The Government should provide a clear road map for various levels of 
education to enhance a better understanding of the entrepreneurship 
programme;

b) The identified basic entrepreneurial skills should be introduced into the 
entrepreneurship education curriculum to prepare students for self-
employment;

c) Technical and vocational education and training teachers and instructors 
should adapt to changes by making themselves available for training and 
retraining on the specifics of entrepreneurship education;

d) The Government should periodically organize awareness-raising workshops 
and seminars for teachers on the relevance of entrepreneurship education 
in schools;

e) Entrepreneurship training should be encouraged for individual empowerment 
and self-employment;

f) The Government should make it mandatory for institutions to implement 
entrepreneurship education in all programmes as a prerequisite for 
programme accreditation;



66

Expanding and strengthening local entrepreneurship for structural transformation in Africa

ecosystems by working with entrepreneurs with creative ideas to change the country. 
Yet another celebrated example in Abuja is the Ventures Platform, founded by Kola 
Aina, chief executive of the tech solution Emerging Platforms Group. This is a full-
service innovation hub and coworking space that blends creativity and aesthetics 
with technology and innovation. Its platform is located on the Ventures Park Abuja 
campus, which is in itself an example of creativity and innovation. 

It is evident that Nigeria could generate significantly higher number of success stories 
if it were not for the challenges facing the country. In an article entitled “Why Nigerian 
startups fail”, the innovation and startup-focused Nigerian magazine TechPoint (2016a) 
included a list of a number of significant reasons, analysed by external and internal 
factors. Some of the external factors include the very competitive and volatile market 
and an insufficient supply of infrastructure, including power (TechPoint, 2016 a, b). The 
internal factors include management/execution, product/business model and funding.

Put together, these challenges imply high financial costs. A 2016 report by Savills, a 
global real estate company, ranked Lagos as the twelfth most expensive location for 
startups. The report provided a comparison of how much it would cost for businesses 
with a seven- person strong staff (typical of a regular startup) to set up in major cities 
around the world by measuring the annual cost of renting and occupying both home 
and office space per employee. The average cost per employee and year in Lagos was 
found to be $45,818. By comparison, number one location on the list, New York, cost 
$114,010, while Johannesburg, ranked nineteenth, was $20,905 (TechPoint, 2016b).

C. Education and training
A central institution in terms of employment and entrepreneurship is the National 
Directorate of Employment, which began operations in 1987. The statutory mandate 
of the Directorate is to operate as an employment-creation agency charged with the 
responsibility to design and implement programmes to combat mass unemployment. 
In It also articulates policies aimed at developing work programmes with labour-
intensive potential; obtains and maintains a databank on employment and vacancies 
in the country, with a view to acting as a clearinghouse to link job-seekers with 
vacancies in collaboration with other government agencies; and implements other 
policies established by its board.

The National Directorate of Employment works under four major areas of intervention: 
vocational skills development, entrepreneurship development, agricultural skills 
training and public works programme. In addition, the Directorate is designed to 
provide training in the critical skills required to make an unemployed person either 
employable or to become self-employed. Furthermore, it provides soft loans to 
outstanding beneficiaries of its various programmes to support self-employment 
(National Directorate of Employment, 2016a).

According to the National Directorate of Employment (2016a), since its inception, a 
total of 3,625,930 unemployed Nigerians have benefitted from its programmes, while 
more than 9 million persons have received counselling. There are, however, relatively 
small numbers, given the three decades of the Directorate’s existence and Nigeria’s 
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vision for the attainment of middle income status for the majority of African countries 
that sets as a fundamental prerequisite the creation of technologically driven and 
competitive industries. There is, however, an absence of a discussion on the merits 
of various types of entrepreneurial activity found on the continent in the face of the 
current global and structural conditions in African economies that are rendering tried 
and tested strategies of the past obsolete. 

In the context above, this section discusses the entrepreneurship policy discourse in 
Africa, focusing on two main policy areas vital to economic transformation: the generalized 
support bias towards small and medium-sized enterprises and the bias towards social 
policy in the analysis of women and entrepreneurship among young people.

2. Small business versus the entrepreneur

Several arguments have been advanced by economists for the need to distinguish 
between small businesses and entrepreneurship. Entrepreneurship has been 
associated with small business, given that evidence, mainly from the United States 
of America, in particular Silicon Valley, showed that most of the new and significant 
job creation could be attributed to startups. Given that entrepreneurs usually start 
small and grow their influence with the business and because small businesses tend 
to comprise the majority of firms in most economies, this evidence has, at the policy 
level, led to the concentrated focus on supporting small businesses. Supporting small 
business was also justified because small businesses, in general, perform the worst 
in unfavourable business environments and face growth constraints of a different 
nature and magnitude, compared with larger businesses. 

Businesses in sub-Saharan Africa are up to 24 per cent smaller than businesses in 
other parts of the world (Edwards, 2015). However, smallness of size is not in and of 
itself a virtue. In Africa especially, small businesses employ small numbers of people, 
soak up government funding and, for the most part, do not pay tax. Survival rates 
of small businesses tend to be lower. Small firms are also much less likely to provide 
apprenticeships or internal training, instead relying, in general, more on the external 
market, which, in the context of Africa’s skills crunch, is potentially disastrous. Small 
and medium-sized enterprises also, in general, pay lower salaries, including benefits, 
than larger companies so that, while those small and medium-sized enterprises 
may create jobs, they do not always create the top jobs. The small average size of 
African firms is also a problem for long-run growth, given that the size of firms is 
correlated with export activity and productivity (World Trade Organization, 2016b; 
Ayyagari et al., 2011; United Nations Conference on Trade and Development, 2011; 
Rankin et al., 2006). For example, recent research finds that export participation by 
microenterprises averages 9 per cent and by small enterprises 38 per cent globally, 
compared with medium-sized and large enterprises at 59 per cent and 66 per cent, 
respectively. 

The findings also point to participation by small and medium-sized enterprises in 
direct exports of services in developing countries being negligible, representing only 
0.9 per cent of total services sales, compared with 31.9 per cent for large enterprises. 
The same research analysed historical data from 85 developing countries, which 
revealed a negative correlation between the number of employees at the startup of 
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a firm and the number of years before firms begin to export. Large firms that began 
as microfirms employing up to four employees took 17 years on average before they 
exported, whereas firms with higher initial levels of employment tended to take a 
shorter time to attain exporting status (World Trade Organization, 2016b).

Data also fail to support the causal impact of small and medium-sized enterprises 
on growth (Ayyagari et al., 2011), which cautions against favouring small enterprises 
over larger ones in policies to support private sector development. Some studies (e.g., 
Beck et al., 2005) find no evidence that small and medium-sized enterprises alleviate 
poverty or decrease income inequality. 

The International Labour Organization (ILO) (2015) also highlights the trade-off 
between the quantity and quality of employment resulting from promoting small 
and medium-sized enterprises without differentiating them. In a sample of 30 
impact evaluations of government programmes to support small and medium-sized 
enterprises in developing countries reviewed, the overall findings are mixed, (Aspen 
Network of Development Entrepreneurs, 2011). While these studies show some 
variability in findings regarding short-term to medium-term positive impacts on 
research and development, worker training and quality-control practices, the longer-
term impacts on outcomes such as sales growth, wages and labour productivity were 
not as clear.

This evidence and Africa’s new development priorities imply challenging new 
questions for policymakers on whether current approaches to entrepreneurship 
and small and medium-sized enterprise development are effective and sufficient. 
One key question is whether policy is justified in elevating small and medium-sized 
enterprises, as a collective, to near cult-status, given mounting evidence that various 
types of entrepreneurship contribute differently to economic growth, employment 
and innovation. 

3.   Small and medium-sized enterprises and widespread 
support bias

As discussed in the previous section, the emphasis within mainstream entrepreneurship 
circles has been on upstream support for the “enabling environment” for the private 
sector, defined by policies, laws and regulations affecting business. Many African 
countries have therefore undertaken these kinds of reforms and subsequently risen 
in the Doing Business rankings. African Governments have also significantly improved 
their macroeconomic management. 

Nevertheless, there has not been a commensurate change in manufacturing 
performance or industrialization. These improvements in the enabling environment 
continue to be critical but are an insufficient condition for sustainable development. 
There remains a need for targeted policies for increasing employment-intensive 
manufacturing and services. Hallberg (2001), for example concluded that scale-
based enterprise promotion was driven more by social and political considerations 
and often missed its mark, with the confusion created by multiple objectives often 
leading Governments to oversubsidize services that could be provided by the market, 
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Zuckerberg’s visit also coincided with his support for Andela, a Lagos-based company 
that trains and deploys software developers. The Chan Zuckerberg Initiative, founded 
by Zuckerberg and his wife, Priscilla Chan, is providing a $24 million series B round 
of investment (Quartz, 2016b). This is in addition to other United States of America-
based ICT-oriented investors in Andela. The main objective of the Chan Zuckerberg 
Initiative investment is to open an office in a third African country. At the moment, 
Andela is located in Lagos and Nairobi. 

Andela works like an outsourcing firm, but one that oversees all aspects of the talent 
supply chain, in which only the exceptional software developers are hired.11 Those 
selected developers receive a six months of training in a specific technology stack 
before being placed with Andela clients, such as Microsoft and IBM. The programme 
therefore connects Africa’s best coders to the global economy, reflecting the premise 
on which it was founded, namely, “talent is evenly distributed around the world, but 
opportunities to succeed are not”. The founders of Andela, Iyinoluwa Aboyeji and 
Jeremy Johnson, wrote an opinion piece in the Wall Street Journal to underscore this 
point: “Zuckerberg was born in Westchester County, New York … but what if he had 
been born into a working-class family in Nigeria or Kenya? Would Facebook exist?” 
(Wall Street Journal, 2015).

Moreover, tech hubs are becoming increasingly popular in Nigeria and in other 
metropolitan cities in Africa. Quartz Africa (2016c) notes that their number have doubled 
in less than one year. In July 2016, 314 tech hubs and incubation centres were recorded 
by the global telecoms industry body, the Global System for Mobile Communications 
Association. In 2015, that number was 117 (Kelly and Firestone, 2015). However, 
most of these hubs were concentrated in a few countries, out of which Nigeria placed 
fourth, with 23 hubs (Ibid.). These hubs have helped to bring talent together, while 
spurring additional innovations in other areas of the economy, notably in the mobile 
telecommunications sector. These results are driven by the high-impact entrepreneurs 
that every country in the world is seeking to attract to its economy.

However, although innovative entrepreneurships are concentrated in Lagos, 
specifically in the Yaba neighbourhood through the well-known “Yaba movement”, 
they do pop up in other locations. In Abuja, one is able to find a number of innovation 
hubs. In February 2016, the Government launched a new programme in Abuja 
called StartUp Fridays, which is a curated meetup for new businesses, investors and 
mentors. At these gatherings, entrepreneurs have the opportunity to pitch their ideas 
and receive feedback and to network with potential investors. The programme is run 
by the national coordinator for ICT innovation and entrepreneurship.

Another example of several entrepreneur hubs in Abuja is Startpreneurs, launched 
by inventor and entrepreneur Jennifer Chizua. The objective of Startpreneurs is to 
assist startups with early funding and expose them to international investors and 

11  To date, Andela has accepted only the top 0.7 per cent of the more than 40,000 applications that it has 
received. See “Mark Zuckerberg invests $24 million in Lagos-founded startup”, Financial Nigeria, 16 June 2016. 
Available fromwww.financialnigeria.com/mark-zuckerberg-invests-24-million-in-lagos-founded-startup-sustai-
nable-photovideo-details-478.html.
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per cent is sourced directly from the entrepreneur or from family savings. Otherwise, 
as many as 82 per cent of young Nigerians (men and women alike) would like to start 
a business themselves. However, only half of that group is planning to do so, while 22 
per cent are actually in the process of setting up one of their own.

Other top reasons for the differences between potential and actualization concern 
information. When potential entrepreneurs begin to assemble the information 
necessary about the opportunities and challenges in setting up one’s own business 
in Nigeria, most of them are discouraged and abandon the plans. This is especially 
true for the formal sector. Very few young Nigerians consider a formal business and 
therefore do not consider bureaucracy as a disincentive. In addition, 82 per cent of the 
2012 Global Entrepreneurship Monitor respondents were not aware of government-
sponsored small and medium-sized enterprise support programmes. However, among 
those who were aware of such programmes, nearly all of them were sceptical of the 
prospect of support. In fact, only 3 per cent of the respondents recognized some 
public support for their business activities.

In other words, there is an important policy space to be filled. Better and more 
widespread public support for young people in Nigeria would help them to create 
their own businesses, which, in turn, improves economic activity and reduces 
unemployment, as well as social tensions. There are signs that the political leadership 
led by the President aims to close this gap.

One important area is, of course, education that is entrepreneurship-oriented. In 
Nigeria, young people are insufficiently exposed to such knowledge and training 
at colleges and university departments. There is little support for universities to 
commercialize their research findings. It is recommended that the National Universities 
Commission should, as usual, set the minimum benchmark for the courses in Nigerian 
universities and ensure that politicization is avoided in the process. To be effective, 
entrepreneurship teaching has to go beyond the traditional teaching in schools. Doing 
so implies the need to involve students in experiential training, openness and linkages 
to other national and international systems. The purpose should be to encourage 
the exchange of ideas and knowledge for innovations that are encouraged and fully 
funded (Aondoaseer, 2013). 

B. Innovation
The ICT sector is a promising one in Nigeria. In 2015, 47 per cent of Nigerians had 
access to the Internet, while the average was 37 per cent for all developing countries 
and 22 per cent for Africa, excluding North Africa (World Bank, 2016c). Mark 
Zuckerberg, the founder and majority owner of Facebook, visited Lagos, Nigeria, 
in August 2016. He met with ICT developers and entrepreneurs in the pursuit of 
learning more about the startup ecosystem in the country. His focus was Co-Creation 
Hub (2016) in Yaba, Lagos, which is known to be a Silicon Valley-style ground zero for 
startups. Since 2011, it has served as a start-up incubator and accelerator, housing 
successful start-ups such as BudgIT, a civic enterprise that focuses on accountability 
and transparency in government budgets (Quartz, 2016c).
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while also tending to substitute for financial markets rather than dealing with the 
underlying causes of market underdevelopment.

Notwithstanding the increased priority attached to small and medium-sized 
enterprises within the mainstream policy circles, there has little discussion on the 
issue of growing firms and an absence of a debate on the contributions of the various 
types of entrepreneurship to economic development in Africa and other developing 
countries. This is likely attributable to a combination of structural and ideological 
factors. For example, the study by Hallberg (2001) found that the evidence, on 
both theoretical and empirical grounds, did not support the conventional wisdom 
that small and medium-sized enterprises had job-creating prowess or greater 
efficiency and that growth and scale-based enterprise promotion was driven more 
by social and political considerations and often missed its mark. Hallberg (2001, p. 
5) concludes that:

• The real reason that developing country Governments should be interested 
in microenterprises and SMEs is because they account for a large share of 
firms and employment-in other words, because “they are there”. Searching 
for further justification to promote smallness as an instrument of poverty 
alleviation is not necessary: it is enough to recognize that microenterprises 
and SMEs are the emerging private sector in poor countries, and thus form 
the base for private sector-led growth.

• The belief that the odds for small and medium-sized enterprise success 
and private sector expansion could be improved through a widespread 
supportive environment and various types of assistance to small and 
medium-sized enterprises (i.e., scatter-bomb enterprise development 
strategies) contributes to ignoring entrepreneurship types. Private-
sector development policies have tended to shy away from targeting 
entrepreneurs in specific sectors or industries for fear of distorting markets 
and of government failure (Naudé, 2013). 

• Fortunately, the validity of this need is being increasingly propagated and 
adopted by policymakers and is now forming the cornerstone of many 
industrial policies throughout the continent. The aim of these refashioned 
policies is to incorporate sectorial policies in order to selectively 
allocate resources and create incentives to shift domestic capital and 
entrepreneurship to targeted industries, more specifically those with viable 
forward and backward linkages (Economic Commission for Africa and the 
African Union, 2013; and Economic Commission for Africa, 2015). 

4.  “Missing middle” and fostering backward and 
forward linkages 

Even with the disproportionate focus on small and medium-sized enterprises for 
private sector development in Africa, firm size distribution in Africa is characterized 
mainly by a large number of micro- and small enterprises side-by-side with a small 
number of large enterprises, either foreign or State-owned, with a low number of 
medium-sized enterprises in between the two poles, often referred to as the “missing 
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middle”. Large firms remain large and more productive firms remain at the top of the 
distribution, while smaller and less productive firms have a very hard time advancing 
in the size of productivity distribution. Many existing large firms did not grow out 
of small firms (United Nations Industrial Development Organization and German 
Agency for Technical Cooperation, 2008). The problem of Africa’s missing middle 
is compounded by the fact that there is also very little upward mobility of firms on 
the continent. This means that only a negligible share of micro- and small firms has 
managed to grow into large enterprises. A lack of market information, weak access 
to finance and business services and the high hazard rates of small-scale enterprises 
are among a few reasons for the lack of transition from small to medium-sized and 
large enterprises (United Nations Industrial Development Organization and German 
Agency for Technical Cooperation, 2008; and United Nations Conference on Trade 
and Development, 2013).

The missing middle are critical for articulating small and large firms and for bridging 
the technological gap between small and large firms because medium-sized firms 
combine the advantages of, among other things, flexibility, quick decision-making, 
commitment and close contact with customers, with certain scales of production; 
and occupy the market gaps left over by larger firms and, therefore, expand the 
specialization spectrum of a given locality. With regard to employment by size of 
enterprise, evidence shows a strong increase in employment in micro and small firms, 
relative stagnation at a low level in medium-sized firms and a marked decrease in the 
employment share of large firms, pointing to the fact that few microfirms and small 
firms manage the transition to medium-sized or even large firms. 

A lack of knowledge and market analysis are the main reasons for the low growth dynamics 
of microenterprises and small enterprises in Africa. A lack of market information is also 
typical for microenterprises because most owners rarely carry out market research and 
invest in detailed business plans. In general, internal weaknesses are the main obstacles 
to microfirm and small firm development (United Nations Industrial Development 
Organization and German Agency for Technical Cooperation, 2008).

A classic constraint on African enterprise development is a lack of capital and/or lack 
of access to capital. A lack of capital prevents small and medium-sized enterprises 
from capturing new market opportunities and reduces the prospects of survival, in 
particular for startups and innovative enterprises, (World Bank, 2016a). This calls 
for the search for alternative/innovative sources of capital to finance entrepreneurs’ 
needs, given that the funding gap for small businesses in emerging economies is 
substantial, estimated at $2 trillion (African Union Commission, 2016). Innovative 
financing options such as private equity can help to boost investment and be a 
catalyst for growth. In countries such as Ghana, the venture capital trust fund and the 
export trade, agricultural and industrial development fund are playing very important 
roles in financing small businesses.

In addition, inter-firm linkages are weak in Africa. There are limited linkages between 
the formal and informal economies, between small and large firms and between 
domestic and foreign firms (United Nations Conference on Trade and Development, 
2013), and backward linkages are particularly weak between small-scale manufacturing 
and agriculture. In other words, many African firms are barely integrated into value 
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women. It also promoted their cottage industries and the marketing of 
their products. The programme was absorbed into the national commission 
for women, which later metamorphosed into a family support programme 
before its demise;

• The National Directorate of Employment was set up to combat the severe 
problem of employment through vocational training and employment 
generation. The Directorate includes a women’s employment branch;

• Women’s education units have been set up in federal and state ministries 
to spearhead and coordinate activities to assist women in gaining access to 
education. Several girl-only secondary schools have been established by all 
levels of Government (federal, state and local);

• In 1986, the National Council on Education endorsed policy objectives for 
women’s education, including creating awareness among citizens on the 
fact that equal education opportunities exist, irrespective of gender, age, 
locality, creed or status, and should therefore be made available. Other 
objectives include the provision of basic literacy and skills acquisition for 
illiterate women and early school dropouts in sewing, cooking, baking, 
typing and knitting and the awakening of the consciousness of women to 
the need for the development of a positive self-image.

The government programmes identified above are beset with a number of challenges 
that have affected their successful implementation. Notwithstanding the numerous 
efforts, they appear to lack coherence under a well-coordinated approach that is 
aimed unlocking the potential capabilities of women-run businesses for structural 
transformation. Austine and Ngozi (2015) argue that a number of government 
programmes targeting entrepreneurs have faced numerous institutional challenges, 
such as the duplication of functions among government agencies, weak monitoring 
and evaluation mechanisms, including the absence of target-setting for ministries, and 
a lack of involvement of the traditional authorities and community group in project 
selection and implementation.

Young people are also a prioritized group in Vision 20: 2020. In terms of 
entrepreneurship, objectives include setting up more efficient education centres, 
while implementing microfinance schemes to support young entrepreneurs. Vision 
20: 2020 is also aimed at supporting the establishment of incubators and startup 
centres for new and inexperienced entrepreneurs, graduates, inventors and other 
persons wishing to set up their own small and medium-sized enterprises.

Although a majority of young Nigerians (82 per cent) are willing to be entrepreneurs, only 
one quarter of this group ends up setting up a business. Given the lack of opportunities 
to make a living, many young people are attracted to entrepreneurship. However, 
their main challenge is finance. In 2013, 55 per cent of “potential entrepreneurs” 
among young Nigerians, that is, those who believe that they have the relevant skill 
set to become entrepreneurs and who also can identify business opportunities, said 
that financial concerns are the main disincentive. Indeed, the formal financial sector 
supplies only 7 per cent of funding to entrepreneurs’ businesses, while more than 80 
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entrepreneurship in Vision 20: 2020, in which the employment and output-boosting 
impact of entrepreneurial activities will trigger and make vibrant the dormant supply 
side of the economy, thereby easing inflationary and exchange rate pressures.

A. Women and young people 
Moreover, Vision 20: 2020 also includes a specific emphasis on women and 
entrepreneurship. One such channel is to be facilitated by establishing a national 
empowerment fund for women entrepreneurs. A microenterprise and small and 
medium-sized enterprise development fund was launched in August 2013 by the 
Central Bank of Nigeria (2014). It is intended to benefit women, in particular. Vision 
20: 2020 showcases an approach that is aimed at the implementation of policies 
targeted at changing the economic role and status of women, including the provision 
of quality education, skills acquisition and access to finance for entrepreneurship, as 
a critical step towards reducing the level of poverty in Nigeria. This scheme includes a 
special consideration to so-called participating financial institutions that have signed 
memorandums of understanding with the Central Bank of Nigeria’s entrepreneurship 
development centres to provide financial services to its graduates.

Nigerian women are as interested in entrepreneurship activity as their male 
counterparts (Global Entrepreneurship Monitor, 2012a). However, business growth 
for women enterprises in Nigeria remains challenging. The majority of Nigerian 
women that run business operations do so owing to necessity and a reasonable 
livelihood for their families concentrated in casual, low-skilled, low-paid informal 
sector employment. In fact, only 7.2 per cent of women own the land they farm, 
while only 15 per cent have a bank account, which limits their access to credit and 
constrains entrepreneurship and business activities (Akinbami and Aransiola, 2016). 

Promoting the participation of women in entrepreneurial activities has been an 
integral part of enterprise development policy in Nigeria. Austine and Ngozi (2015) 
show that successive Nigerian Governments over the past three decades have put 
in place a number of programmes and projects that are women-oriented in order to 
foster the role of women in development, including the following: 

• The establishment of a national commission for women, which became 
operational in 1990. It is aimed at developing policies and programmes 
that could enhance the status of women in Nigeria and address the various 
issues working against their full participation in the development process. 
It has as one of its objectives to encourage the sense and essence of a 
cooperative society and activities among women both in urban and rural 
areas and to stimulate in them creative entrepreneurship in the field of 
cottage industries and small-scale industries;

• A Better life programme was established in 1987 to improve the status of 
Nigerian women. The programme brought together Government, the private 
sector and non-governmental organizations (e.g., the National Council of 
Women Societies) to provide vocational training and credit facilities for 
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chains, existing chains tend to be short and inter-firm specialization in local clusters 
is limited (United Nations Industrial Development Organization and German Agency 
for Technical Cooperation, 2008). The limited access of small and medium-sized 
enterprises to finance and market information, a lack of the skills necessary both 
in management and production and poor product quality are among the reasons 
for weak inter-firm linkages in Africa. Weak linkages between microenterprises and 
small enterprises and larger firms are due to the missing middle. Foreign firms are 
reluctant to develop domestic linkages because of a mismatch in technology. As a 
result of weak inter-firm linkages in Africa, small and medium-sized enterprises are 
unable to benefit from the skills base and innovation capabilities of large firms (United 
Nations Conference on Trade and Development, 2013; and United Nations Industrial 
Development Organization and German Agency for Technical Cooperation, 2008). 

The weakness of inter-firm linkages is challenging for future private sector 
development in Africa, given that the regular interactions of strong small firms with 
modern medium-sized and large firms could be an important alternative channel for 
learning, technology adoption and trade credit, all leading to productivity growth 
(United Nations Industrial Development Organization and German Agency for 
Technical Cooperation, 2008). Large firms need to establish business linkages with 
small and medium-sized enterprises by integrating them into their supply chains to 
enable large firms to reduce input costs, increase productivity and focus on their core 
competencies. Interaction between small and medium-sized enterprises and large 
firms is also a good source of learning and technology adoption for these enterprises. 
It can also enhance access to finance, in particular trade credit, and help small and 
medium-sized enterprises to grow, thereby creating employment in the economy 
(United Nations Conference on Trade and Development, 2013). 

An additional opportunity that requires unpacking is to have Africa’s informal sectors 
serve both local and regional markets. Sub-Saharan Africa has the highest informal 
sector in the world, with an average of 41 per cent of GDP. The size of the informal 
economy varies considerably among countries, ranging from less than 30 per cent 
in South Africa to 60 per cent in Nigeria, the United Republic of Tanzania and 
Zimbabwe (Quartz Africa, 2016a). Africa’s informal economy is not only large, but 
also continuing to expand relative to the formal economy (United Nations Industrial 
Development Organization and German Agency for Technical Cooperation, 2008). 
The informal sector accounted for 93 per cent of jobs in Africa during the 1990s. The 
sector also represents approximately 75 per cent of non-agricultural employment 
and approximately 72 per cent of total employment in sub-Saharan Africa (Quartz 
Africa, 2016a). Furthermore, informal employment is, in general, a larger source of 
employment for women than for men in the region: 84 per cent of non-agricultural 
women workers are informally employed, compared with 63 per cent of men (United 
Nations Industrial Development Organization and German Agency for Technical 
Cooperation, 2008).

The limited employment opportunities in the formal economy of African  countries 
outside North Africa has been the main reason for the rapidly increasing levels of 
informal self-employment. The informal sector is, in general, a second-best choice for 
those unable to find or keep positions in the formal sector. For some opportunity-
driven entrepreneurs, the informal economy provides a low-cost arena, given 
that it offers greater flexibility to adjust business activities and labour cost inputs. 
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Moreover, the informal African entrepreneur is, in general, less experienced and less 
educated (United Nations Industrial Development Organization and German Agency 
for Technical Cooperation, 2008). In examining industrialization through trade, 
the authors of the 2015 Economic Report on Africa unveiled the impressive role 
of informal trade and women participation in Africa. Informal cross-border trade in 
the Southern African Development Community (SADC) region is worth $17.6 billion 
annually, accounting for 30 to 40 per cent of intra-SADC trade. A total of 70 per cent 
of its traders are women. It is clear that capitalizing on such activity, both in the context 
of entrepreneurship and women’s empowerment, warrants focussed attention. This 
is further supported by recent research that proposes that the informal sector can 
be leveraged to provide training, access to credit and social protection to increase 
productivity and welfare, including manufacturing in microenterprises and small and 
medium-sized enterprises (African Development Bank, 2013).

Poor innovation capabilities
Although measuring innovation and innovation capacity in the private sector is, 
in general, difficult, especially in developing countries, some evidence shows that 
innovative activities in Africa lag behind other developing regions. Very few firms in 
Africa pursue systematic research and development activities, and the innovation 
processes are therefore related largely to diffusion and only rarely to inventions 
(United Nations Industrial Development Organization and German Agency for 
Technical Cooperation, 2008). African countries have a very weak knowledge base 
and the firms in the region lack innovative capabilities (United Nations Conference on 
Trade and Development, 2013).

Dynamic enterprises are those that compete not only on price but also on the basis 
of their ability to acquire knowledge and sustain a process of innovation, including 
designing new products, adapting existing technologies to their needs, ensuring high-
quality output, modifying product processes and improving eco-efficiency. Successful 
firms in global markets tend to be those that are able to innovate and respond to new 
opportunities. 

The competitiveness of firms is determined by the ability to learn, innovate, produce 
and utilize knowledge, initiate organizational changes and, in general, adjust rapidly to 
changing market conditions (United Nations Conference on Trade and Development, 
2013). In general, the innovation capabilities of the private sector in most African 
countries are limited and support for innovation systems are weak (United Nations 
Industrial Development Organization and German Agency for Technical Cooperation, 
2008). The overall effect of the missing middle, weak forward and backward linkages 
and innovation capabilities is to impede value addition and value growth, which, 
whether based in resource-based or service industries, holds the potential to catapult 
the industrialization process in Africa (Economic Commission for Africa and African 
Union, 2013). 

Although African economies have registered remarkable growth for more than one 
decade, most of African countries’ export performance has been sluggish. Africa 
accounted for only 2.4 per cent of global exports in 2015 (World Trade Organization, 
2016), due in part to its low level of international competitiveness which, in turn, can 
arise from low labour productivity and high labour costs. The global competitiveness 
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However, there are constraints to the innovation of entrepreneurial firms in developing 
countries. Lack of infrastructure, corruption, limited access to financing, loose regulations 
and limited human capital were found to be the main obstacles to innovation in Ghana 
(Mensah-Bonsu and Jell, 2011). In addition, the dominance of family firms in the 
Ghanaian economy is a major constraint on firm-level innovation, given that family is a 
major structural element in Ghanaian society (Robson et al., 2009).

Nigeria
Nigeria has had no explicit national policy framework for entrepreneurship. However, 
according to a statement by the Vice-President, Yemi Obisanjo, the newly elected 
Government had come “to the realization that the ad hoc and uncoordinated 
entrepreneurship development programmes it inherited from previous administration 
cannot meaningfully address the challenge of providing a critical mass of modern 
entrepreneurs the economy needs” (All Africa, 2015). He also emphasized that the 
expectations of the Federal Ministry of Labour and Employment on entrepreneurs 
appeared to be high, given that the intention was to generate a national policy on 
entrepreneurship that will guide all stakeholders and ultimately pave the way for the 
emergence of a critical mass of entrepreneurs to jumpstart the economy and create 
mass employment.

The Vision 20: 2020, introduced in 2009, represents the current national development 
plan. The major objectives formulated in the plan are to make Nigeria one of the top 
20 economies in the world by the year 2020, while achieving at least $4,000 in GDP 
per capita. The GDP per capita was $2,763 in 2015 (International Monetary Fund, 
2016c), indicating that there is a long way to go in order to realize that vision.

Vision 20: 2020 is based on three pillars: guaranteeing the productivity and well-
being of the people, optimizing the key sources of economic growth and fostering 
sustainable social and economic development. Under these pillars are found strategic 
objectives, among which the following ones are the most relevant for the purposes 
of this study:

a) Improve access to micro-credit;

b) Stimulate primary production to enhance the competitiveness of Nigeria’s 
real sector;

c) Stimulate domestic and foreign trade in value- added goods and services;

d) Strengthen linkages between key sectors of the economy;

e) Establish a competitive business environment characterized by sustained 
macroeconomic stability.

In terms of business environment and entrepreneurship, Vision 20: 2020 includes 
the objective of transforming the huge informal economy through aggressive policies 
for developing and empowering thousands of entrepreneurs annually. This is to be 
undertaken through streamlining and strengthening the existing six entrepreneurship 
development centres into an effective entrepreneurship development institute 
coordinated by the private sector. Entrepreneurship is assigned a key role to 
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institutions in both the public sector and private sector to deliver training to small and 
medium-sized enterprises in the manufacturing sector on the basis of clearly defined 
performance targets and standards (Government of Ghana, 2014b).

D. Innovation
Innovation is, in general, perceived as a key factor in stimulating the development of 
small entrepreneurial firms. According to Naudé and Szirmai (2012), entrepreneurial 
innovation is important for the reallocation of resources from the traditional 
(agricultural) sector to the modern (manufacturing) sector and for the continued 
upgrading of manufacturing activities. This is why Governments have endorsed 
innovation policies to create an enabling environment for entrepreneurship. To 
understand the enormous potential benefits of entrepreneurship and innovation 
for developing countries, it is critical to know the extent to which the types of 
innovation activity are related to the characteristics of the entrepreneur, the internal 
competencies of the firm and the environment of the firm.

The use of technological skills and innovation to drive its socioeconomic development 
is an age-old development ambition in Ghana (Bawakyillenuo et al, 2013). Robson et 
al. (2009), in a study based on data almost 500 entrepreneurs in Ghana, revealed that 
the incidence of incremental innovation was far greater than innovation and that the 
extent of innovation was related to the education level of the entrepreneur.10 The 
same study found that firm size and involvement in exporting were positively related 
to innovation. Innovation was also found to be greater in firms located in cities areas 
compared with firms located in large and small towns, while Ghanaian entrepreneurs 
had introduced innovations in a range of products, services, production processes, 
work practices and marketing. 

Innovation is found to be positively related to the entrepreneur’s level of education, 
implying that firms managed by individuals whose experience was limited or lacked 
formal education were less innovative. In addition, incremental innovation, which is 
a cautious approach to innovation in developing countries, given that it enables the 
firm to manage risk by building on the innovations of others, is the dominant form 
of innovation in Ghana. Entrepreneurs were found to be incrementally introducing 
products, services and processes that were new to the firm but not new to the industry, 
which confirms the rarity of radical, new innovations being discovered or invented 
in a developing country (Robson et al., 2009). The Global Entrepreneurship Monitor 
(2012) also found a low level of innovation in Ghanaian entrepreneurs’ products or 
services. A total of 86 per cent of entrepreneurs in Ghana stated that there was no 
novelty in their products or services. In other words, many Ghanaian entrepreneurs 
believe that none of their customers would consider their offerings to be new.

10 The study is based on data gathered from a cross-section of firms in primary, secondary and tertiary indus-
tries, and thus provide a holistic account of innovative activity. Besides the analysis of the characteristics of the 
entrepreneurs, their firm, and its location, the study offers a detailed, multilevel analysis of firm-level innovation.
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of African countries ranks low, compared with other developing countries (United 
Nations Conference on Trade and Development, 2013). Intra-African trade is also 
hindered by a lack of export competitiveness and a weak supply response. 

The poor access of African firms to production factors such as electricity, credit, 
skilled labour and other inputs has resulted in high production costs, making it difficult 
for most firms in African countries to produce competitively. The productivity of 
African firms, which is somehow related to the issue of firm size, is lower than in most 
other developing regions. African firms tend to be small relative to those in other 
regions, and it has been shown that small firms are, in general, less productive than 
large firms. Low levels of education and skills among workers, low capital intensity, 
weak infrastructure, poor access to finance, in particular for investment and training, 
a lack of exporting experience and macroeconomic and political instability, which 
increase country risk and therefore the cost of capital, could also account for the low 
levels of Africa’s export competitiveness (United Nations Conference on Trade and 
Development, 2013).

Trade has been identified as critical to Africa’s economic growth performance, and 
realizing the potential to induce industrialization and competitiveness is crucial to 
accessing and thriving in global production systems, while stimulating productivity-
induced sustainable, inclusive, employment-generating, poverty-reducing and 
environmentally friendly growth, as noted in the 2015 Economic Report on Africa. 
Utilizing local content policy has been heralded as instrumental in developing 
policies and implementation mechanisms to drive commodity-based industrialization, 
many elements of which are applicable to the industrialization process in general, 
for example, developing domestic entrepreneurship and facilitating access to value 
chains across a myriad of sectors (Economic Commission for Africa and the African 
Union, 2013). 

Intra-African trade has been touted as a means of strengthening the capacity of local 
firms to develop the expertise and technological innovation required to move into 
the higher stages of global value chains, reduce the import effect on inflation and 
stimulate a more robust and diversified economy owing to wider linkages. Research 
suggests that, on the basis of the weight of manufacturing intermediates in intra-
Africa trade alone, there is great potential for regional supply chains to support 
Africa’s industrialization. Nevertheless, these are barely exploited, with only 12 
per cent sourced within the region (Economic Commission for Africa, 2015). Africa 
imports 88 per cent of its intermediates from the rest of the world, which, when 
observed alongside a rising middle class and unprecedented population growth, 
suggests that both regional and local demand may be sufficient to fuel Africa’s 
structural transformation. 

To take advantage of this opportunity, the challenge is twofold: upgrading skills and 
providing incentives to reward innovation, thereby enabling local participation, which 
is sustainable and value-adding; and fostering a conducive environment to strike 
the right balance between eliminating harmful trade barriers, while protecting and 
supporting local industry. The big picture is to develop the local capacity to serve the 
domestic market and not rely so heavily on the export-oriented growth paradigm. 
This could be done through branding such as the “Made in South Africa” and “Made 
in Nigeria” campaigns.
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Infrastructure 
Infrastructure is a key enabler of Africa’s structural transformation. Key to industrial 
policy in Africa is quality infrastructure that is based on modern energy, communications 
and transportation. However, on the basis of a 2010 study conducted by the Africa 
Infrastructure Country Diagnostics, Africa’s infrastructure requirements are estimated 
to run to $93 billion annually (Foster and Briceño-Garmendia, 2010). This has 
immense implications on the development of local entrepreneurship. Harrison, Lin 
and Xu (2014) show that African firms are less productive than firms in other regions 
of the world. However, after adjusting for the low quality of infrastructure, lack of 
access to finance and poor governance, African firms are relatively more productive 
than firms elsewhere. Respondents to the Monitor Survey of African entrepreneurs 
(Omidyar Network, 2012) highlighted the lack of access to constant electrical 
power as the biggest challenge in terms of infrastructure. In addition to acting as an 
impediment to both entrepreneurship and economic transformation, infrastructure 
also presents opportunities domestically and in the region. Construction, services and 
light manufacturing presents multiple prospects for local engagement and requires a 
holistic policy environment that is conducive to the emergence and development 
of local firms, including entrepreneurs. A recent study (Economic Commission for 
Africa, 2015) contains a discussion of the critical role for local firms in the provision 
of infrastructure, including energy, and includes proposals for a number of policy 
recommendations to encourage the participation of local firms. These include giving 
special consideration to contractors that are domestic firms or that include domestic 
firms as partners or subcontractors. These recommendations reflect an increasing 
adoption of localized strategies, such as using public procurement as an industrial 
policy instrument. This is confirmed by the Africa Infrastructure Country Diagnostics 
study (Foster and Briceño-Garmendia, 2010). 

5. Entrepreneurship among women and young people

An important aspect of the entrepreneurship debate is its implications for domestic 
resource mobilization. The imperatives of such mobilization place a premium on 
productive economic activity that translates into higher fiscal revenues to fund 
developmental expenditure, such as on infrastructure and high-quality education. 
Productive economic activity means the expansion of private sector firms paying 
corporate taxes and providing decent jobs. The latter, in turn, translates into increased 
numbers of employed persons paying income taxes. 

The roles of women and youth in development received specific attention in the past 
two decades thanks to the Millennium Development Goals framework. However, 
the authors of this report argue that the emphasis in those Goals had a primary 
focus on the social aspects of development, with little attention given to the issue 
of structural transformation. This delink between the economics and the social 
aspects of structural transformation inherent in the Goals framework has significant 
implications on the entrepreneurship among women and young people. 

The Millennium Development Goals were the core pillars of global, regional and 
national development policies between the year 2000 and 2015. They comprised 8 
Goals and 18 targets and were complemented by 48 technical indicators that covered 
issues of the three dimensions of sustainable development: economic growth, social 
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C. Entrepreneurial education and training
The World Bank (2014) indicated that Ghanaian entrepreneurs believe that 
the development of business insight and an entrepreneurial mindset are key to 
entrepreneurial success, although few entrepreneurial education and training 
programmes focus on these elements. Most programme participants in Ghana believe 
that they are good at teaching critical general business and financial skills but less 
effective in developing, in general, entrepreneurial attitudes, problem-solving skills 
and soft skills. Entrepreneurs need greater exposure to the business community and 
access to finance, although few such programmes address these needs. Entrepreneurial 
education and training stakeholders in Ghana also indicate a desire for greater exposure 
to the business community and practicing entrepreneurs. Notwithstanding, very few 
identified programmes prioritize such exposure (World Bank, 2014).

Ghana’s manufacturing sector, which is dominated by small and medium-sized 
enterprises, is characterized by low levels of entrepreneurial and managerial skills, 
which has resulted in a slow pace of development of the sector. Ghana’s recent 
policy intervention in human capital development involves the promotion of skills 
and entrepreneurship development; retooling existing skills development institutions 
and the integration of entrepreneurship training into the education system at the 
post-secondary cycle level (Government of Ghana, 2014a). The current industrial 
policy of Ghana clearly outlined the efforts to strengthen existing training institutions 
to deliver entrepreneurship and management training programmes that meet the 
current and future needs of the manufacturing sector; encourage industry to provide 
the training necessary for its own staff to meet its entrepreneurial and managerial skill 
requirements; (encourage investment in the development of entrepreneurship and 
management training institutes; provide incentives for sector-specific training and 
skills development in entrepreneurship and management, public and private sector 
training institutions and industry associations, and at the firm-level; and encourage 
the provision of affordable business development services to women entrepreneurs 
(Government of Ghana, 2016). 

Utilizing a randomized experiment, Mano et al. (2012) found that basic-level 
management training improves business practices and performance in Ghana. To 
enhance management skills and capacity and leadership quality in the manufacturing 
sector, the industrial sector support programme for the period 2011-2015 is 
intended to provide support to existing training institutions to significantly increase 
the delivery of entrepreneurship and management training programmes to small 
and medium-sized enterprises. The policy prescribes entrepreneurial skills trainings 
programmes for both the new entrants and existing operators in the manufacturing 
sector to enhance personal traits that are essential for beginning and building 
successful businesses. Management skills-training programmes are also designed 
for managers and supervisors of manufacturing firms in essential areas, such 
production management and supervision, people management, financial literacy 
and product marketing. Manufacturing companies could also apply for support in 
the form of matching funds to increase the number of staff participating in such 
training programmers. There is also an arrangement for the awarding and supervision 
of the implementation of contracts to management and entrepreneurship training 
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The young people enterprise support initiative has also been designed to help young 
entrepreneurs to turn their ideas into thriving business enterprises. The initiative 
targets young Ghanaian entrepreneurs between 18 and 35 years of age with good 
business ideas looking for financial support and expert advice to bring their ideas to 
life. The initiative is also intended to support young entrepreneurs so that they learn 
how to begin and grow their businesses and overcome related challenges.

There are several opportunities that offer pathways for Ghanaian youth to actively 
engage themselves in entrepreneurship activities. These include the service industry 
relating to the discovery and extraction of oil and gas resources, which is a major 
opportunity for enterprise development among young people; technological 
and scientific innovations and facilities, which offer great opportunities for such 
entrepreneurship development; and the agricultural sector, which offers a brighter 
opportunity for young entrepreneurs than any other sector of the economy given 
that the access to land, farming tools and the skills required are cheaper, while 
establishing an enterprise in the sector is less costly and more rewarding than many 
other unrelated ventures (Dei-Tumi, 2011).

B. Women in entrepreneurship
In Ghana, women are more likely to be involved in entrepreneurial business (38 per 
cent) than men (35 per cent), but women are less motivated by opportunity and, 
thus, most see setting up their own business as a survival strategy, which is less 
likely to grow into a sustainable, employment-creating enterprise. Ghana shows that 
entrepreneurial success is not dependent on gender but on the identification of the 
right opportunity and the ability to manage a business from startup to growth (Global 
Entrepreneurship Monitor, 2012a). In fact, in 2015, Ghana ranked third in the top 10 
countries identified as having the highest number of women entrepreneurs in the 
world, in a ranking published by the Bill and Melinda Gates Foundation and the “No 
ceilings” initiative of the Foundation (Tony Elumelu Foundation, 2015).

As part of its industrial sector support programme, the Government of Ghana directed 
that all industrial policy measures and incentives benefit women entrepreneurs, 
in particular those in the microenterprise and small and medium-sized enterprise 
sector; a level playing field be created for both men and women in the industrial 
labour market and other key markets; access to finance and financial services from 
commercial banks be increased to women entrepreneurs; and access to business 
advisory services be improved for women entrepreneurs. In doing so, the industrial 
policy of Ghana clearly targets women engaged in industrial activities with the 
provision of affordable business development services to women entrepreneurs and 
equal opportunities in the industrial labour market and other key markets, including 
financial and business development services (Government of Ghana, 2014a). In 
addition, medium-term policy interventions in financial intermediation are aimed at 
developing long-term financing instruments in support of specialized schemes to 
facilitate the access of women entrepreneurs to investible resources (Ibid.).
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inclusion and environmental protection. In general, the Goals focused on ending 
poverty and hunger and improving health and education, gender equality, environment 
sustainability and a global partnership for development, placing greater emphasis on 
filling gaps relating to the social dimension of sustainable development. The starting 
point is that government reforms were designed to align with the targets of the Goals. 
Consequently, there appeared to be an overemphasis on poverty reduction, the 
engagement of young people and social targets for women. From this perspective, 
the relationship between economic development, the role of the entrepreneur 
and, therefore, the “type” of entrepreneur required was not accommodated for in a 
comprehensive and cohesive manner.

According to the 2015 World Economic and Social Survey, the Millennium 
Development Goals for poverty reduction and improved drinking water were reached 
five years ahead of schedule, while major progress was made with respect to primary 
education and the fight against HIV/AIDS, malaria and tuberculosis. Nevertheless, 
some targets, in particular those for reducing hunger and child and maternal mortality 
and improving gender equality, environmental sustainability and the delivery of global 
partnership commitments, mostly with regard to official development assistance, 
were not met (United Nations, 2016). 

Although the Millennium Development Goal targets had focused largely on women 
and, in part, on young people, these goals have manifested themselves as policies that 
focused predominantly on the social dimension of development, namely, health and 
education. Apart from one target in Goal 1 that focused on employment, there had 
been limited endorsement or focus given to the economic dimension of development, 
such as entrepreneurship and private sector development. This has created a gap in 
achieving economic impact and attaining structural transformation. 

In addition, the Millennium Development Goals have been criticized for a poor process 
that lacked consultations prior to their introduction, which led to the perception of a 
donor-centric agenda and its exclusion or inadequate incorporation of some important 
issues, including productive employment and decent work, (Adams and Tobin, 2014)1. 
Furthermore, the authors of a report for the United Nations System Task Team on 
the Post-2015 United Nations Development Agenda stated that “the approach to 
poverty reduction needs to be reoriented away from compartmentalization in social 
sectors into integration with development strategies that seek to combine economic 
growth with employment creation and participatory development. This is not only 
about reformulating policies, but also about rethinking development in developing 
countries” (Nayyar, 2012).

To this end, this section will attempt to explore the gaps the Millennium Development 
Goals in terms of attaining structural transformation in reference to policies regarding 
women and young people. The section will focus on the targets and indicators set 

1  The Millennium Development Goals have also been criticized for their exclusion or inadequate incorpo-
ration of other important issues embodied in the United Nations Millennium Declaration, such as peace and 
security, human rights, environmental sustainability and inequality.



24

Expanding and strengthening local entrepreneurship for structural transformation in Africa

in reference to women and young people as well as their reported results, attempts 
made in promoting entrepreneurship through the Millennium Development Goals, the 
gaps that surfaced in achieving structural transformation in them and the measures 
introduced in the Sustainable Development Goals to fill those gaps, in particular in 
terms of promoting entrepreneurship.

Entrepreneurship among women
Millennium Development Goal 3 was confined to women and its three indicators 
focused on achieving gender equality and empowerment for all women and girls. 
In addition, gender was treated as cross-cutting issue. As a result, women had been 
integrated into each Goals.

Nevertheless, although progress has been made towards women’s and girls’ equality 
in education, employment and political representation, many gaps remain, such as 
discrimination against women in access to work, economic assets and participation 
in private and public decision-making. It was reported that women remained 
disadvantaged in labour markets, given that they earn 24 per cent less than men 
globally, with the largest disparities found in South Asia and sub-Saharan Africa, at 
33 per cent and 30 per cent, respectively (United Nations, 2015, p. 30). In addition, 
women are more likely to live in poverty in 41 of 75 countries (Ibid., p. 16) and, 
notwithstanding progress made in reducing maternal mortality, each day hundreds of 
women die during pregnancy or from childbirth-related complications (Ibid., p. 39). 

In recent years, women’s participation in the economy is viewed as an untapped 
resource for industrialization rather than solely for social empowerment. Firm 
perception is shifting to recruit a growing number of women workers in factories 
ranging from textiles to agroprocessing (Economic Commission for Africa, 2013). 
Consequently, in small-scale or medium-scale production activities, their contribution 
to output and value added in the manufacturing sector is substantial, although often 
inadequately reflected in official statistics (United Nations Industrial Development 
Organization, 2001). A World Bank (2008) report looking at entrepreneurship in 
North Africa and the Middle East found that women-owned firms in the region are as 
well established, productive, technologically savvy and connected to global markets 
as male-owned firms. In addition, female entrepreneurship can also be important for 
economic diversification. The data show that, as more women entrepreneurs enter 
the economy, greater economic diversity follows.

Although there is an acknowledgement in mainstream policy of the important 
contribution that women make to economic development, entrepreneurial 
interventions remained predominantly focused on activities such as microfinance 
and other initiatives at the microlevel, and studies conducted on the impact of 
microfinance in African countries have shown mixed results. Some studies contain 
claims that microfinance has helped individuals to start their business, expand their 
existing one, increase the level of employment and raise the standard of living in the 
country (Imoisi and Opera, 2014). Other studies show that, except for some minor 
improvements, credit and saving services extended by microfinance institutions have 
not greatly affected the income of women entrepreneurs (Belwal et Al., 2012).
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education and training, innovation policies, support institutions and innovative 
financing schemes.

A. Entrepreneurship among young people
Young Ghanaians 26 to 35 years of age own almost 40 per cent of Ghanaian 
enterprises. This group has the highest rate of early-stage entrepreneurship among all 
the age groups and represents a substantial pool of young entrepreneurs and points 
to a major contribution in solving the unemployment problem among young people 
(Global Entrepreneurship Monitor, 2012a). As a result, entrepreneurship among young 
people is expected to play a critical role in driving structural economic transformation. 
Youth Such entrepreneurship also addresses the challenges of unemployment in the 
country, given that one of Ghana’s main challenge is to create employment among 
young people. The Government of Ghana has attempted to tackle entrepreneurship 
among young people through a number of cross-sectoral policy measures, including 
the national policy on young people, the young people in trades and vocation module 
of the Youth Employment Agency and the young people enterprise support initiative. 
The national policy on young people is the overarching policy document that guides 
the Government’s formulation and implementation of programmes for young people.

The policy has sought to promote entrepreneurial development through the following:

a) Integration of entrepreneurial skills into development activities for young 
people;

b) Facilitation of access to credit;

c) Creation of a corps of young entrepreneurs to serve as role models;

d) Celebration of successful young entrepreneurs;

e) Mainstreaming entrepreneurial development into school curriculums to 
give it the impetus necessary.

One of the priority areas of the national policy on young people is to encourage 
the involvement of young people in modern agriculture through the development 
of strategic interventions and approaches to attract young people to the sector 
(Government of Ghana, 2010). Tourism is also an important prospective driver of 
entrepreneurship among young people, specializing in travel and hospitality services, 
skills training and business services (Government of Ghana, 2014a).

The Youth Employment Agency was established to support the young people 
between 15 and 35 years of age through skills training and internship modules so 
that they move from a situation of unemployment to one of employment. Its policy 
focus was changed in 2009 from the traditional modules of offering paid jobs to 
providing opportunities for young entrepreneurs to become employers in their 
areas of operation. The Ministry of Local Government and Rural Development is 
also working to strengthen and revamp the graduate business support scheme and 
provide entrepreneurial and business development skills to unemployed graduates 
(Pobee, 2016). 
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preferred to work for someone else. It concluded that, of the total sample, only 26 
per cent could be considered “active entrepreneurs”. Of the group 29 years of age or 
younger, 73 per cent would rather work for someone else. 

The next area of examination is why young people would prefer to work for someone 
else (i.e., why they are not taking up entrepreneurship). There are several reasons. 
For example, Radikoko et al. (2015) argue that young people are not interested in 
businesses such as farming, which require rural living and they do not, in general, have 
the business experience to begin a venture by themselves. The evidence presented 
to date also highlights a stigma associated with entrepreneurship and the lack of 
general education that prevents young people from entering the job market (African 
Development Bank, United Nations Development Programme and Organization 
for Economic Cooperation and Development, 2016), and it can be safely assumed, 
establishing and running a business, regardless of the product/service offering. It is 
also worth mentioning that the World Bank study suggests that older entrepreneurs 
tend to create more jobs (see table 12).

Table 11: Age of entrepreneurs and job creation in Botswana (Percentage)

Active enterprise only 24 years of age or 
younger

29 years of age or 
younger

   

Startups Own account work 82.1 92.9

 Engaging 2-4 people 67.8 84.7

Post startups Own account work 28.6 50

 Engaging 2-4 people 23.7 59.3

Source: World Bank, 2011.

Although the tenth national development plan highlights the role that women play 
in agriculture, there is a greater incidence of poverty in women-headed households 
(33 per cent, compared with 27 per cent for male-headed households) and it fails 
to include any initiative or policy aimed directly at enabling women to engage in 
entrepreneurship. This is especially important, given that the unemployment levels 
are higher for women than for men. However, the Global Entrepreneurship Monitor 
(2012a) study reported that 60 per cent of women were involved in early-stage 
entrepreneurship activity out of opportunity rather than necessity.

Ghana
The focus of entrepreneurship development in Ghana has been on young 
entrepreneurs of between 18 to 35 years of age and on promoting the role of women 
in small and medium-sized enterprise activities. The policy framework regards 
women’s empowerment in entrepreneurship and innovation as positive spillovers on 
key development outcomes.9 Ghana has been addressing development challenges 
of entrepreneurship in the country through various means, including entrepreneurial 

9  In fact, entrepreneurship among Ghanaians 18 to 34 years of age is high. The highest proportion of ear-
ly-stage entrepreneurs are from 25 to 34 years of age and a smaller but still significant proportion is found 
among those 18 to 24 years of age (Global Entrepreneurship Monitor, 2012).
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The success of policies targeting structural transformation relies on their ability to 
address inequalities that constrain access to finance, land, credit and markets, as 
well as reforming cultural views that discriminate against women. Alongside these 
structural constraints, policies should also target capacity by improving fundamental 
basic health and education outcomes. However, although many countries have set 
up programmes specifically for women entrepreneurs to overcome these constraints 
and promote female entrepreneurship, the formal participation of women remains, in 
general, lower than their male counterparts (United Nations Conference on Trade and 
Development, 2012). In the light of these results, it appears that the policy approach 
must become more specific and oriented towards building varied skills among 
women, such as information and communications technology (ICT), accounting and 
business management, rather than the standard low-skilled economic activities to 
which women have been traditionally confined. This also applies to the treatment of 
young people in terms of entrepreneurship and industrialization objectives. 

Entrepreneurship among young people
In contrast to women, there was no stand-alone goal in the Millennium Development 
Goals that focused on young people. Of the 18 targets, only one (with four indicators) 
had a direct reference to young people. It focused on employment and decent work. 

Nevertheless, notwithstanding some positive results as outlined above, many 
Millennium Development Goal indicators remain unrealized. For example, target 
1.B to achieve full and productive employment and decent work for all, including 
women and young people, has not been met. In fact, young people continue to be 
disproportionately affected by limited employment opportunities and unemployment, 
with only 4 in 10n young women and men 15 to 24 of age employed in 2015, 
compared with 5 in 10n in 1991.The unemployment rate for young people globally 
is therefore almost three times higher than the rate for adults (United Nations, 2015, 
p. 17). The intensified focus on the problem of the unemployment of young people 
is driving a push for entrepreneurship among that group. However, such a concept is, 
at best, controversial (Pantea, 2014b). There is no conclusive evidence that the young 
people are particularly innovative, compared with other age groups or that they 
demonstrate a propensity for greater diversification in underrepresented sectors. A 
study by the Global Entrepreneurship Monitor (2015a) found that economic activity 
by young people in Africa is concentrated within a limited number of sectors, with 
64 per cent of young people in sub-Saharan Africa involved in the retail, hotel and 
restaurant trade, while 97 per cent of businesses of young people in the retail sector 
were low-growth ones. Evidence from emerging economies in Asia suggests that 
well-educated managers, engineers and workers have a comparative advantage in 
seeing new opportunities and effectively learning new things (Nelson and Pack, 
1999). These are key entrepreneurial characteristics that combine to form a powerful 
driving force for entrepreneurship that meaningfully contributes to development and 
competitiveness. Research on entrepreneurship in the United States also suggests 
that the most fertile source of entrepreneurial development is existing companies or 
an institution, such as a university, and that the peak age range for entrepreneurs is 
from35 to 45 (Kauffmann Foundation, 2013b). 
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Quantile research on entrepreneurship in Swaziland revealed that, for both genders, 
entrepreneurs in the higher sale ranges are older, run firms that are more mature 
and employ more workers (Brixiova and Kangoye, 2015). Recent research by the 
Global Entrepreneurship Monitor (2015a), based on nine African countries, is also 
in line with these findings, in that 80 per cent of high-growth business operators 
who are young people are those who have completed secondary, post-secondary 
or tertiary education. This is not surprising, given that it is an established fact that 
most production-related skills are derived from post-primary education, including 
vocational and technical training. the goal of promoting entrepreneurship among 
young people should therefore not take precedence over productive education.

The drive for entrepreneurship by young people is often couched in terms synonymous 
with or at least serving to extoll the virtues of self-employment. According to a study 
by the Global Entrepreneurship Monitor (2012a), the dominant profile of African 
entrepreneurship, in general, is necessity-driven entrepreneurial activity, with many 
enterprises remaining survivalist activities for their lifetime and providing employment 
only for the business owner. This raises the question of whether self-employment as 
an employment strategy can lead to sustainable economic development outcomes. 
To date, there is no precedence of an economy having industrialized and developed 
through self-employment. Once again, there are opposing sides to this debate. 
The weight of the available evidence points instead to the average self-employed 
individual or solopreneur as being a poor proxy for the kind of entrepreneurship that 
is embodied by far-reaching benefits in innovation, job creation and development.

Self-employment accounts for 66 per cent of total employment in Kenya, 83 per 
cent in Mali and 85 per cent in Ghana and Madagascar (Fields, 2013). Moreover, 
a direct link between more economic opportunities and a rise in entrepreneurship 
has not been established. To be sure, the assumed element of choice in entering 
into self-employment or entrepreneurship can be significantly at odds with personal 
preferences in Africa and have little to do with the instincts and talents that are 
traditionally attributed to entrepreneurs by economic theory. Given that self-
employed people face a much higher risk of informality in developing countries, an 
indiscriminate push for self-employment risks an increase in long-term unemployment, 
underemployment and working poverty (International Labour Organization, 2016). 
Increasingly, the most vivid picture of African economies is a burgeoning number of 
street vendors.

This raises the question whether it is reasonable for policymakers to assume that 
young people in Africa want to be, should be or will even make the best entrepreneurs. 
It has become a stylized fact that Africa’s unemployed are, more often than not, 
unified by their lack of employability, whether because of the lack of education, the 
poor quality or inappropriateness of education received or the early entry into labour 
markets due to the pressures of poverty. This is also a major part of the reason 
why most countries in Africa show very high levels of entrepreneurial activity that 
should not be interpreted as constructive information on entrepreneurship or as 
translating into a positive impact on structural transformation and economic growth 
or on job creation. It is also why self-employment is now less accepted as an indicator 
of entrepreneurship because, in certain contexts, it may merely be a disguise for 
unemployment.
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Therefore, the culture perception on entrepreneurship education cannot be 
underestimated, especially given the introduction of such studies in Botswana. This 
assertion is supported by Themba and Josiah (2015), who argue that, in Botswana, 
entrepreneurship is negatively associated with self-employment, something that is 
done when everything else has failed.7 This could also be an explanation of why, 
even at the tertiary level, entrepreneurships have failed to change perceptions and 
attitudes on entrepreneurship as a career path. Furthermore, the findings on the 
relationship between business owners who have finished high school and productivity 
make a compelling case for improving the number of high school graduates as a 
prerequisite to encouraging the emergence of high-impact entrepreneurs, regardless 
of the provision of entrepreneurship education provided.

D. Entrepreneurship among young people and women
Botswana faces a major challenge with unemployment among young people, which 
the Government has attempted to solve by encouraging entrepreneurship in that 
age group. The tenth national development plan contains a discussion of the dearth 
of economic opportunities facing young people and provides number of strategies 
that would equip them with the skills necessary to enter the job market or become 
entrepreneurs. The most notable strategy is one on entrepreneurship development 
of young people, which intends to empower them to become self-reliant and 
economically productive by engaging in sustainable enterprises.

Given that 70 per cent of Batswana fall in the 0 to 35-year-old category, the policies 
targeted at improving the productivity of this group have a real potential to change 
the landscape of the Botswana economy (World Bank, 2011). Research concerning 
young people and entrepreneurship in Botswana to date provides plenty of reasons 
why young people are not taking up entrepreneurship as a career path and why, even 
if they are, they are unlikely to grow into a high-impact entrepreneur capable to adding 
the right type of value to the economy. The 2013 Global Entrepreneurship Monitor 
found a sharp contrast between the intentions of young people and the reality. The 
result reveals that there is a stunning contrast between the stated intentions of young 
people in Botswana and the evidence of their behaviour. While 66 per cent say that 
they can identify business opportunities and an even higher number (77 per cent) 
claim that they intend to do so, very few of them (21 per cent) are actually engaged 
in the early stages of enterprise creation. The unemployed youth seem to have little 
propensity for entrepreneurship, in spite of a number of government programmes 
specifically directed towards encouraging entrepreneurship among young people.

The study attributes this discrepancy to young people and the feeling that they do not 
have the skills to run businesses even though they have the skills to begin one. This 
view may have some merit, however. The World Bank (2011) provides some interesting 
insights on the motives of young people to engage in entrepreneurship. Using an 
indicator8 to distinguish “active entrepreneurs” from “involuntary entrepreneurs”, the 
World Bank found that the overwhelming majority of those who had completed up 
to junior secondary education, those 24 years of age and younger and women all 

7  Themba and Josiah (2015) also point out that banks and other lending institutions display the same atti-
tude. 
8  The World Bank asked business owners why they decided to be in business rather than work for someone 
else, using their answer as an indicator of being an “active” rather than “involuntary” entrepreneur. 
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end, the Government has targeted the inclusion of entrepreneurship in the education 
programmes, in particular to promote entrepreneurship as an attractive occupation 
among young people, and build the capacity of local entrepreneurs. Since the 
inception of the ninth national development plan, a tremendous amount of progress 
has been made to introduce entrepreneurship into the local education curriculum. 

Entrepreneurship education in Botswana dates back to 1965, when the first 
technical and vocational education and training (TVET) was introduced under the 
“Brigades movement”.6 Brigades offered three levels of training, one of which was 
a skills certificate training programme designed for school dropouts who preferred 
a vocational career or had a desire to embark on entrepreneurship. In 2001, the 
Botswana technical education programme was launched, and public consultation 
decided that entrepreneurship education would be an integral part of every technical 
education programme course (United Nations Educational, Scientific and Cultural 
Organization, 2012).

The evidence on the positive correlation between education and entrepreneurship is 
mixed at best, with a slight predominance of critics arguing that no amount of education 
can make an entrepreneur. If the criterion of innovation is viewed as central to high-
impact entrepreneurs, then such as assertion may be understandable. Lekoko et al. 
(2012) conducted a survey among Batswana students and found that, in Botswana, 
the curriculum on entrepreneurship was inadequate in terms of providing students 
with the skills and practical experience needed to seriously consider entrepreneurship 
as a viable career path. In addition, there was an insignificant association between the 
institutions and the perceived effect of entrepreneurship programmes on improving 
students’ entrepreneurial attitudes and intentions. Radikoko et al. (2015) used 
correlation analysis to determine if entrepreneurial education is vital to the success 
of a business in Botswana and found that, in general, there is no strong relationship 
between education and entrepreneurial success. Complementing these findings, 
the 2012 Global Entrepreneurship Monitor found education and training to be the 
second-lowest contributor to entrepreneurship development. 

Although these findings contradict research that promotes the provision of 
entrepreneurship education as a tool to entrepreneurship success, a distinction 
needs to be made between entrepreneurship education at the tertiary level, at 
business schools and in general schooling. The World Bank (2011) argues that, in 
Botswana, a business owner’s schooling is a reasonably strong predictor of the scale 
of her or his business and its productivity, and the likelihood of the business being 
registered for tax or holding a trade licence. This is because they are more likely to 
view entrepreneurship as a career path and not as a way to earn a living. In addition, 
the same study found that the most productive and job-generating businesses were 
of high school graduates, regardless of age. Young business owners who had not 
completed high school had a turnover of 65 per cent less than those who did. 

6  Brigades were work crews initiated by communities in the villages in response to the unemployment of 
primary school dropouts who could not be admitted into secondary schools because of their poor academic 
performance.
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Consequently, it is not immediately obvious that an emphasis on policies aimed 
at adjusting the expectations of young people away from wage employment is 
always the right or best answer to the unemployment problem facing them, even 
if it could be among possible strategies employed by Governments. The recent 
research on entrepreneurship in Swaziland also revealed that advanced business 
training had no impact on the performance of young entrepreneurs who had entered 
entrepreneurship mostly for other reasons than profit and that young entrepreneurs, 
in general, expected too much from the Government when it came to solving the 
challenges that they encountered (Brixiova and Kangoye, 2015). In this respect, 
excessive optimism regarding entrepreneurship by young people needs to be 
avoided. It will also be important in avoiding the build-up of dangerous resentments 
among disenfranchised young people. In addition, a more complete understanding 
of the potential contributions of intrapreneurship to the expansion of future 
entrepreneurship may lead to adjustments in government policies and foster a more 
coordinated and comprehensive effort towards high-quality jobs and livelihoods. 

It can be expected that many, if not a majority, of unemployed young people would 
probably rather have a good job. The desire for better job opportunities was given 
high priority by African respondents, with young people comprising the majority of 
respondents, to a United Nations survey on the post-2015 development agenda. 
Not surprisingly, contained in the Sustainable Development Goals is an explicit 
recognition that sustainable development hinges on creating quality jobs, while ILO 
(2015) advocates that Governments prioritize job-creation policies.

An important aspect to the entrepreneurship debate is its implications for domestic 
resource mobilization, whose imperatives place a premium on productive economic 
activity that translates into higher fiscal revenues to fund developmental expenditures, 
such as on infrastructure and high-quality education. Productive economic activity 
means the expansion of private sector firms paying corporate taxes and providing 
decent jobs. The latter, in turn, translates into increased numbers of employed 
persons paying income taxes. 

The Millennium Development Goal era has not realistically and sustainably answered 
the valid question of from where the money for “free” primary education is to come. 
Worse, the future of many of the children who have benefited from primary education 
under conditions of shortages of teachers, poorly trained teachers (if trained at all) 
and poorly resourced schools is in question. The importance of appropriate skills is 
even more pronounced in a dynamic, globalized world. High-quality education has 
to be appropriately aligned to that reality because the high and persistent skills and 
qualifications mismatch in Africa is a tax on entrepreneurship, jobs and potential 
public finances. Remaining cognizant of this dichotomy, it is therefore necessary that 
entrepreneurship that is not only formal but also possesses strong backward and 
forward linkages should be prioritized. 
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Entrepreneurship among women and young people: Millennium 
Development Goals to Sustainable Development Goals 
In contrast to the Millennium Development Goals, the subsequent global agenda, 
namely, the Sustainable Development Goals, introduced in 2015, entailed broader 
consultations involving various stakeholders, including United Nations agencies and 
civil society organizations. Nine thematic consultations were developed: conflict, 
violence and disaster; education; energy; environmental sustainability; food security and 
nutrition; governance; growth and employment; health; inequalities and population. The 
consultations and discussions also led to the implementation of methods that enabled 
the global population to participate, such as the web platform online discussions (“The 
world we want 2015”) and showcase events (Adams and Tobin, 2014). 

To this end, unlike the Millennium Development Goals, the current global development 
agenda the Sustainable Development Goals have incorporated entrepreneurship, 
job creation, financial support for microenterprises and small and medium-sized 
enterprises, as part of Goal 4 (quality education), namely, by 2030, to substantially 
increase the number of young people and adults who have relevant skills, including 
technical and vocational skills, for employment, decent jobs and entrepreneurship; and 
of Goal 8 (economic growth), namely, to promote development-oriented policies that 
support productive activities, decent job creation, entrepreneurship, creativity and 
innovation, and to encourage the formalization and growth of microenterprises and 
small and medium-sized enterprises, including through access to financial services.

Analysis of the Millennium Development Goals has identified that a coherent and 
comprehensive policy framework that integrates economic, social and environmental 
interventions is critical to minimizing trade-offs (Adams and Tobin, 2014) and that 
the need for greater interlinkages between the three dimensions of sustainable 
development policies and targets is essential (United Nations, 2016). Unfortunately, 
however, the Open Working Group of the General Assembly on Sustainable 
Development Goals had found it difficult to integrate all three dimensions of 
sustainable development into all the Sustainable Development Goals, contrary to the 
desired coherent and holistic approach. Therefore, Sustainable Development Goal 7, 
to ensure access to affordable, reliable, sustainable and modern energy for all, is the 
stand-alone goal that interlinks the three dimensions of sustainable development, 
namely, social (modern energy for all), environmental (sustainable) and economic 
(affordable) concerns (Adams and Tobin, 2014).

Perhaps the structural transformation agenda could be attained relatively sooner by 
focusing on Sustainable Development Goals 7 with policies that place an emphasis 
on entrepreneurship and advanced technology. A prime example of such a three-
dimensional approach is a global programme on women’s entrepreneurship for 
sustainable energy, which is aimed at contributing to the achievement of Goal 7 
(affordable and clean energy), Goal 5 (gender equality) and Goal 8 (promoting 
entrepreneurship). The programme is also expected to have multiplier effects and 
contribute to achieving other Goals, in particular by improving livelihoods, health, 
education, and economic growth and by increasing access to water and job 
opportunities (United Nations Entity for Gender Equality and the Empowerment of 
Women and the United Nations Environment Programme, 2016).
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sector (Kumar and Francisco, 2005).5 Themba and Josiah (2015) attribute this poor 
performance in part to drought and global financial crises, whilst an Agency official 
reported the competiveness of China as a major growth constraint. Considering that 
manufacturing has a central role in structural transformation, it would be worthwhile 
to explore these factors further. 

Without further analysis of the suitability of the training undertaken, information on 
how committed the trainee is to actually starting up a business and the outcome of 
the training, namely, whether the training is used for what it is intended, it is very 
difficult to know whether the right individuals have benefitted from the training and 
whether they are receiving complementary support. For example, barriers from a 
lack of finance and of innovation, market saturation and access to land would not 
be alleviated by the type of training that the Local enterprise Authority offers (e.g., 
finance and financial advice from the Civilian Entrepreneurship Development Agency). 
It is also intriguing to note that 70 per cent of the trainees are yet to start a business 
but are considered entrepreneurs. 

Table 9: Sectoral distribution by Citizen Entrepreneurial     
Development Agency in Botswana, 2012

 Percentage of loans by sector

Agriculture 32

Services 39

Property and manufacturing 18

Young Farmers Fund 11

Source: Citizen Entrepreneurship Development Agency, 2012.

Table 10: Sectoral distribution by Local Enterprise    
Authority in Botswana, 2016

 Percentage of firms by sector

Agriculture 15

Services 33

Tourism 27

Manufacturing 25

Retail 1

Source: Local Enterprise Authority, 2016.

C. Education on entrepreneurship
The Government of Botswana has been explicit in its ambition to play the role of 
facilitator in the partnership with the private sector to create an environment in which 
business and entrepreneurial activities are encouraged and supported (Government 
of Botswana, 2009) as a conduit to attaining greater competiveness. Towards this 

5  Assumption of greater access to credit (bank perspective of lower risk, lower transactional costs, collateral, 
etc).
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An additional finding is that of Radikoko et al. (2015), who surveyed 1,000 Batswana 
and found that only 5 per cent of respondents managed to access government 
funding. The data suggest the following: (a) focusing so heavily on easing barriers to 
finance has the potential to increase moral hazards and, consequently, could lead to 
an inefficient allocation of resources; (b) government funding schemes may be too 
bureaucratic to apply for or restricted to lines of businesses that are not attractive 
to Batswana;3 and (c) a lack of monitoring and evaluation mechanisms prevents the 
authorities from learning more about applicants and whether they can benefit from 
complementary and ongoing support services.

B. Providing capacity-building and mentoring on entrepreneurship
The Local Enterprise Authority, mandated to promote a culture of entrepreneurship 
among Batswana and the sustainable growth of the microenterprise and small and 
medium-sized enterprise sector, provides business support and mentoring services. 
From April 2007 to March 2009, 9,718 Batswana applied for its products and services. 
Of all applicants screened, 69 per cent passed. The majority of entrepreneurs (70 per 
cent) who applied were yet to start a business, a small proportion (13 per cent) of 
clients operated a business that has existed for more than one year, while 17 per cent 
operated a business that has been in existence for less than one year (Government of 
Botswana, 2009). As of 2009, the Authority had trained more than 3,300 Batswana 
in areas such as business management, pork production, advanced marketing, 
entrepreneurship among young people, business management and planning and 
quality and productivity. It is unclear whether the Authority monitors past clients to 
assess how effective the training is in developing entrepreneurs. 

The 2016 directory of the Local Enterprise Authority lists 287 businesses, which is 
well under 10 per cent of those trained by 2009.4 The 2012 Global Entrepreneurship 
Monitor estimates 525 established businesses (of 2000 adults surveyed) and 560 
early-stage entrepreneurial activities, totalling 1085 (amounting to 50 per cent of 
adults surveyed). Such figures raise some critical questions about the definition 
measures and, in particular, how many of these businesses are necessity, informal 
and/or replicative entrepreneurs, the less desirable type of entrepreneur for 
structural transformation. Interestingly, looking at the distribution of entrepreneurs 
provides some insight into how entrepreneurs are responding to the sector focus of 
government policies (see tables 9-11). 

The glaring difference between these figures is that all but the Local Enterprise 
Authority directory suggest very low entrepreneurial activity in the manufacturing 
sector. However, looking at the overall economic diversification in Botswana and 
their stylized indicators of structural transformation, it is evident that economic 
diversification is minimal and that the growth in services and tourism is driven 
primarily by the low barriers to entry. This is disappointing, given larger enterprises 
received approximately two thirds of loans from the Civilian Entrepreneurship 
Development Agency (Civilian Entrepreneurship Development Agency, 2012) and 
are usually better placed to overcome high barriers to entry in the manufacturing 

3  For example, the Youth Development Fund does not fund any alcohol-related projects, night clubs, 
phone shops, livestock speculation and public transport (Radikoko et al., 2015). 
4  Although by no means an accurate register of businesses, it is of value to see which businesses and sec-
tors comprise the bulk of successful clients of the Local Enterprise Authority. 
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IV. Enhancing the role of entrepreneurship 
in structural transformation: lessons from 
Botswana, Ghana and Nigeria

1. Introduction

This section focuses on country experiences in strengthening local entrepreneurship 
in structural transformation in Africa. As highlighted in section II, there is now a 
noticeable revival of industrial policies in Africa that are aimed at addressing the 
challenges of the structural transformation and inclusive development of the region. 
Fundamental to the success of the plans developed by African countries to enhance 
industrialization is the ability to promote entrepreneurship and private sector 
development. 

Using case studies from Botswana, Ghana and Nigeria, the study provides examples 
of strategic approaches to enhance entrepreneurship and identifies the institutional 
and policy responses of these undertakings and the challenges faced in their 
implementation. This section outlines the industrial policy and the main features of 
entrepreneurship in the three countries in order to provide a context for the analysis 
of their entrepreneurship policies in the next section. The three countries examined 
have a mixed record of development strategies, shaped primarily by country specifics 
and their historical trajectories. However, their selection is based the drive found 
in those countries for entrepreneurial activities. The 2012 Global Entrepreneurship 
Monitor indicates that entrepreneurs in Ghana, Nigeria and Botswana are all driven 
by opportunities rather than necessity.

2. Industrial policy in Botswana, Ghana and Nigeria

Botswana
Botswana has experienced strong economic growth since independence owing 
to its diamond endowment, prudent management of natural resources, political 
stability and good governance systems. Following the financial crisis of 2008, 
Botswana managed to bounce back with a real GDP of 9.3 per cent in 2013 owing 
to the strong performance of the mining sector. Notwithstanding, Botswana has 
recently experienced a dramatic slowdown in economic growth, declining to 2.5 
per cent in 2015 from 4.4 per cent in 2014 (African Development Bank, United 
Nations Development Programme and Organization for Economic Cooperation and 
Development, 2016). Mining is still the leading contributor to GDP (26.5 per cent), 
followed by trade and hospitality (16.3 per cent) and the public sector (15.4 per cent). 
Agriculture has the second-lowest GDP by sector (2.4 per cent) (Ibid.). The economic 
downturn over the past few years has been attributed to the fall in global demand for 
diamonds and the ongoing water and power shortages. In fact, the growth in 2015 
was driven largely by the non-mining sectors, such as trade, hotels and restaurants, 
transport and communications and the central Government (Ibid.). 
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Table 1: GDP by sector, 2009-2014 (Percentage)

Sector 2014 2009
Agriculture 2.4 1.9

Mining and quarrying 26.5 31.9

Manufacturing 6.0 4.1

Electricity, gas and water -0.4 2.4

Trade and hospitality 16.3 11.1

Transport, storage and communications 6.0 4.3

Finance, real estate and business services 14.9 12.8

Public administration and defence 15.4 17.6

Source: African Development Bank, United Nations Development Programme and Organization for Economic 
Cooperation and Development (2016).

The current and most pressing challenges that Botswana currently faces are the 
high levels of unemployment, estimated at 20 per cent, the poor performance 
of the electricity sector and the sluggish global demand for mining products. The 
Government has embarked on an agenda of economic diversification in an effort 
to stimulate job growth and foster inclusive and sustained growth (International 
Monetary Fund, 2016b). Since the most recent national development plan, the 
Government has identified private sector development, support of small and medium-
sized enterprises and export-oriented activities as the main conduits to achieving 
poverty-reduction goals. The World Economic Forum, in its Global Competitiveness 
Report 2015-2016, ranked Botswana seventy-first of 140 countries, an improvement 
of four positions (Schwab, 2015). Botswana is also among one of the top performers 
in sub-Sahaaran Africa in the World Bank’s Doing Business 2016 report, an 
improvement of two positions. Notwithstanding these encouraging assessments, 
infrastructure deficiencies and bureaucratic constraints have been identified as key 
impediments to private sector development. The Government has committed itself 
to addressing these issues by increasing investment in infrastructure, strengthening 
project management for major electricity and water projects and instituting several 
reforms through its national energy policy. 

In the industrial development policy of 2014, a number of key sectors and conduits 
are identified through which Botswana is to attain industrialization and economic 
diversification, specifically through manufacturing and services. The policy contains 
directions for the Government: to create a conducive business and investment 
environment for the private sector; to promote self-discovery and experimental 
processes in which both the Government and the private sector engage in strategic 
collaboration and coordination, including through information exchange; on how 
to carry out policy design, implementation and negotiations as well as programme 
monitoring and evaluation in order to find quick resolutions to the problems of market 
and strategic policy failures (Government of Botswana, 2014).

Previous industrial plans were limited in their effectiveness owing to ineffective 
coordination of industrial policy initiatives/implementation; production capacity 
constraints; inadequate infrastructure and energy supply for industrial development; 
a mismatch of industry skills; the fact that research and development and industrial 

51

Expanding and strengthening local entrepreneurship for structural transformation in Africa

biggest challenge is underperforming loans. In 2015, 5,000 projects valued at more 
than 1 billion pula were funded, but the failure rate and foreclosures continued to 
cast a shadow over what should have been a significant achievement (see table 8). 
Themba and Josiah (2015) conducted a thorough review of the Agency’s state of 
affairs and posed some fundamental questions regarding the poor performing loans, 
for example, whether those who obtained loans were sufficiently motivated to run 
businesses or whether they were overwhelmed by the invitation to obtain loans 
without a full appreciation of the complexities associated with debt financing.

Table 8: Arrears and foreclosures in Botswanaa (Pula)

2012 2011 2009 2008

Performing loans 676 293 015 568 337 760 483 796 473 302 579 005

Loans more than five months in 
arrears 475 240 879 427 236 870 80 997 348 93 588 040

Foreclosed loans 116 446 284 77 180 477 216 862 777 215 163 982

 Total 1 267 980 178 1 072 755 107 781 656 598 611 331 027

Source: Themba and Josiah (2015); and CEDA various annual reports of the Citizen Entrepreneurial Development 
Agency (various).
a The percentage of loans in arrears or foreclosed within five months were 46.7, 47.0, 38.1 and 50.5 in 2012, 2011, 
2009 and 2008, respectively.

These were attributed mainly to higher-than-anticipated loan applications, a lack 
of capacity and delays in decisions on loan applications. As a result, the Citizen 
Entrepreneurial Development Agency was under pressure to rectify the situation, 
which reduced the effectiveness of screening and the subsequent approval of some 
undeserving loans (Thema and Josiah, 2015).

Underperforming loans could arise for reasons beyond the potential viability of the 
business. For example, it could be due to poor financial literacy management, poor due 
diligence on the part of the creditor, general economic performance or risks present in 
the sectors. In fact, in 2012, the Citizen Entrepreneurial Development Agency reported 
a fall in turnover from 267 million to 255 million pula was a reduction of 9 million pula 
in manufacturing sales (Citizen Entrepreneurial Development Agency, 2012). However, 
the 2012 Global Entrepreneurship Monitor shows that the top three reasons for a 
discontinuance of businesses in Botswana are a lack of financial viability (35.9 per cent), 
personal reasons (16.3 per cent) and problems getting finance (15.3 per cent). 

There is no doubt that the establishment of the Agency has provided accessible 
financing for entrepreneurs. However, considering the high number of non-
performing loans and foreclosures, it is difficult to know which proportion of these 
enterprises has been successful and which proportion has grown to become high-
impact entrepreneurs. This type of information is not available on the Agency’s 
website and it is unclear whether this type of information is collected by the Agency. 
The only performance-related documents publicly available are annual reports, which 
do not include indicators beyond financial performance. 
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To achieve these objectives, the Citizen Entrepreneurial Development Agency 
provides financial assistance to citizen-owned business enterprises considered 
viable and sustainable. Since beginning its operations, the Agency has experienced 
problems with loan processing, project monitoring, accounts in arrears and training 
and mentoring. After introducing some reforms, the Agency was able to reduce the 
number of applications received, the number of unprocessed applications and the 
average duration of loan applications, from six months to one. To date, the Agency’s 

Box 7: Examples of entrepreneurship-related and complementary 
institutions in Botswana

Production and marketing

Local Enterprise Authority: provides advisory and mentoring services

Botswana Investment and Trade Centre: provides advice on matters 
relating to export and foreign direct investment

National Development Bank: provides funding 

Botswana Development Corporation: provides equity and partnership 
in business, discounting and marketing research

Botswana Agricultural Marketing Board: buys farming produce for 
onward sale to the public

Young people

Youth Development Fund: directed at unemployed and underemployed 
young people 

Junior Achievement Botswana and the Botswana National Youth 
Council: have a mandate for entrepreneurial skills

Youth Empowerment scheme 

Young Farmers Fund

Agriculture

Livestock Management and Infrastructure Development: assists in 
the financing and acquisition of livestock

Integrated Support Programme for Arable Agriculture Development: 
assists farmers in commercializing production through mechanization 
and access to farm inputs and credit

Young Farmers Fund

General

Botswana Innovation Hub: promotes technology-based innovation 
and entrepreneurship 

Botswana Institute for Development Policy Analysis: autonomous 
government agency providing policy research, advice and capacity-
building, including on entrepreneurial matters

Source: Thema and Josiah, 2015.
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innovation systems were still lagging behind and that there was a poor supply of 
financing and resource mobilization. The Industrial Development Plan focuses on 
export-led growth, while simultaneously exploring other sectors with the potential to 
drive industrial growth and establish sustainable and globally competitive industries 
(see box 4). 

The crux of industry creation and development in the Industrial Development 
Plan has been assigned to industrial diversification through resource-based 
manufacturing, including agro-based manufacturing, and manufacturing at various 
levels of technological sophistication. Low-technology manufacturing would focus on 
low-labour-skill manufactured products such as textile clothing and footwear, which 
the country’s small and medium-sized enterprises will be able to produce. Medium-
technology manufacturing would focus on medium-labour-skill manufacturing such 
as automotive and engineering firms, which the country’s emerging medium-sized 
businesses will be able to develop on their own or with partnerships with foreign 
companies. High-technology manufacturing was assigned to those firms at the top 
end of technological innovation and development and were expected to be carried 
out by firms in special economic zones and other large firms in the economy, including 
through foreign direct investment channels. 

Boosting Botswana’s manufacturing sector has been identified as a key priority for 
the Government. Manufacturing is expected to play a significant role in the economic 
diversification agenda through a concerted effort to exploit the non-mineral raw 
materials present in the country. Such raw materials include beef, leather, minerals and 
glass, which all present strong opportunities for value addition and access to export 
markets, both at the regional and global levels. Notwithstanding the prioritization of 
this sector, the results have been limited, although promising (see table 2).

Table 2: Manufacturing and industry indicators, 2012 (Per cent)

Selected indicators 

 
Share of manufacturing value 
added in GDP index2 

Industrialization 
intensity index 

Botswana 0.09 0.15

Cameroon 0.42 0.27

Ethiopia 0.1 0.11

Nigeria 0.07 0.21

Rwanda 0.16 0.12

South Africa 0.42 0.37

Swaziland 0.71 0.36

United Republic of Tanzania 0.23 0.14

Source: United Nations Industrial Development Organization.

Ghana
Ghana’s post-independence industrial development has undergone three major 
industrialization episodes, namely, from an inward, over-protected import substitution 
industrialization strategy during the period 1960-1983 to an outward liberalized 
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strategy during the period 1984-2000 and, since 2001, to the accelerated industrial 
development strategy based on the value-added processing of Ghana’s natural 
resource endowments. Since independence, Ghana’s industry has been dominated by 
the manufacturing subsector, although it was gradually overtaken by the mining and 
quarrying subsector, in particular following the discovery and subsequent production 
of oil and gas. Industry is dominated by microfirms and small firms, privately owned and 
located mainly within urban areas in the form of industrial clusters (Ackah et al., 2014).

Ghana’s industrial sector consists of five main subsectors: manufacturing, construction, 
mining and quarrying, electricity and water and sewerage. The manufacturing 
activities include the production of food, beverages, tobacco, textiles, petroleum 
refinery and cement, among others. Construction deals with the construction, repairs, 
maintenance, alteration and demolition of buildings, highways, streets, bridges, roads, 
sewers, railways and communications systems. The mining and quarrying subsector 
involves the extraction of natural minerals, in the form of either solids, liquids or 
gases. This subsector produces mainly gold, diamonds, manganese, bauxite, salt, 
stones and sand. The activities of the public sector-dominated electricity and water 
and sewerage subsectors include the production and distribution of electricity and 
water and sewerage. 

Box 4: Objectives of the industrial development policy 

• To develop export-oriented industries, with a view to overcoming 
the limitations of Botswana’s small domestic market and the 
concomitant small industrial base

• To develop a road map to close the gap between Botswana 
and the emerging market economies, the newly industrialized 
countries and the industrialized countries industry by industry, 
sector by sector and firm by firm

• To promote resource-based industrialization in order to optimally 
exploit and use the country’s abundant natural resources

• To promote service-led industrialization, with a view to overcoming 
Botswana’s challenges associated with being landlocked

• To unlock business opportunities for the private sector

• To promote the development of regional strategic industries and 
find a niche in regional value chains

• To promote the development of strategic rural industries according 
to each region’s comparative and competitive advantages

• To promote citizen participation in all the opportunities opened 
by industrial development 

• To promote effective stakeholder coordination and collaboration 

Source: Industrial development policy for Botswana, 2014.
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Notwithstanding the efforts to stimulate private sector development, the distinction 
between entrepreneurship and small and medium-sized enterprise development in 
national policy is grossly conflated and understandably so. As Themba and Josiah 
(2015) observe, “in Botswana, policymakers seem to think of an entrepreneur as 
anyone who owns a business irrespective of whether or not something new has been 
created”. 

The challenges to entrepreneurship in Botswana are largely consistent with barriers to 
entrepreneurship throughout the region, such as access to finance and credit facilities 
and a lack of entrepreneurial training and education in general. In recognition of these 
barriers, the Government of Botswana established both the Citizen Entrepreneurial 
Development Agency and the Local Enterprise Authority. Gagoitseope and Pansiri 
(2012) argue that, notwithstanding the Agency, the failure rate of small and medium-
sized enterprises in Botswana remains very high. The desk-based research conducted 
in this study revealed no formal impact assessment of entrepreneurship policies 
in Botswana; however, a number of research studies have looked at elements of 
entrepreneurship policies captured by the tenth national development plan, which 
can be used as a starting point to review the success of these approaches in the 
context of entrepreneurship and structural transformation, more specifically, whether 
such interventions have improved the entrepreneurship landscape in Botswana and, 
even more specifically, whether there are any indicators to suggest that the high-
impact entrepreneurs necessary are being produced.

The themes that follow have been identified from the evidence on entrepreneurship 
in Botswana and will be explored more thoroughly in the subsequent discussion.

A. Access to finance
In the tenth national development plan, access to finance was identified as a key barrier 
to the startup and growth of business. Its authors acknowledged that entrepreneurs 
need access to appropriate banking products, expert financial consulting support 
and an efficiently functioning venture capital market with increased competition 
(Government of Botswana, 2009). In this regard, the Citizen Entrepreneurial 
Development Agency has continued to provide subsidized lending, while the Local 
Enterprise Authority has focused on business development and mentoring support. 
Although not intentional, the crux of Botswana’s entrepreneurship policy over the 
past decade has centred on addressing the barriers to finance for the private sector, 
with a specific focus on small and medium-sized enterprises. In response to the 
challenges accessing finance for the private sector, the Government established the 
Agency in 2001. Its primary objectives are the following:

a) To foster citizen entrepreneurship and empowerment;

b) To achieve economic diversification; 

c) To encourage the competitiveness and sustainability of citizen enterprises;

d) To create employment opportunities;

e) To promote vertical integration and horizontal linkages between citizen 
enterprises and primary industries in agriculture, mining and tourism. 
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The Local Enterprise Authority was established to advocate for policies to improve 
development of small and medium-sized enterprises and provide support services 
to them, including training, mentoring, business plan facilitation, market access 
facilitation and the facilitation of technology adaptation and adoption (Neba, 2010). 
To address the challenges of the financing of small and medium-sized enterprises, 
the Citizen Entrepreneurial Development Agency was established as a result of the 
recommendations of the National Conference on Economic Empowerment of1999 
and the fourth evaluation of the financial assistance policy programme. In 2011, the 
Ministry of Trade and Industry recommended measures of rationalization, especially 
the separation of financing and business development functions, shifting the latter 
to Authority (Organization for Economic Cooperation and Development, 2014). It is 
evident that the two agencies embody the entrepreneurship policy of Botswana by 
addressing two market failures identified as barriers to the successful development 
and entrepreneurship of small and medium-sized enterprises, namely, access to 
finance and access to information on how to run a business. Alongside these two 
agencies are a number of other institutions and programmes that complement efforts, 
such as the Youth Development Fund, Junior Achievement Botswana, the Botswana 
Investment and Trade Centre, the National Development Bank, the Botswana 
Development Corporation and the Botswana Innovation Hub (see box 6). However, 
there appears to be significant overlap between these programmes and institutions 
(Themba and Josiah, 2015). 

Box 6: Government of Botswana reforms towards the development of 
small and medium-sized enterprises 

Government removed the sales tax for small businesses (with turnover 
below 75,000 pula, or $9,468)

Government established the Citizen Entrepreneurial Development 
Agency and the Local Enterprise Authority (LEA)

Under the Industrial Development Act (in force since 2008), 
the issuance of industrial licences for small and medium-scale 
manufacturing companies was fully decentralized to 29 local authority 
stations in view of “taking services to the people”. The Industrial 
Licensing Authority was introduced to issue manufacturing licences 
to large and complex enterprises, and guidelines were developed to 
facilitate the implementation and official registration of small and 
microenterprises exempted from licensing procedures 

The citizen economic empowerment initiative was launched in 2008 
as part of the strategy on excellence. In addition to training and 
business development efforts, the initiative was to provide incentive 
structures to promote procurement from small and medium-sized 
enterprises and encourage large domestic and foreign companies to 
enter into constructive procurement partnerships and joint ventures

Source: Organization for Economic Cooperation and Development, 2014.
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The industrial sector’s contribution to GDP fell during the period 2006-2010, contrary 
to the increasing importance of the services and agricultural sectors. While the service 
sector’s share of GDP between 2006 and 2010 was, on average, nearly 50 per cent, 
industry, on average, accounted for 20 per cent, less than the agricultural sector’s 
average of 30.5 per cent during the same period. After 2010, the contribution of the 
industrial sector to GDP was increasing owing to the beginning of crude oil mining, 
which quadrupled the shares of mining and quarrying to GDP (Ackah et al., 2014).

The growth rates of the industrial sector have been fluctuating, from 9.5 per cent in 
2006 to 6.1 per cent in 2007. The sector rebounded to 15.1 per cent in 2008. The 
improvement of the industrial sector in 2008 was as a result of a strong performance 
in the construction and the electricity subsectors. By 2009, the industrial sector’s 
overall growth fell sharply to 4.5 per cent owing to the negative growth of the 
manufacturing subsector and the slowing down of the construction and electricity 
subsectors. In 2010, industrial sector growth recovered to 6.9 per cent owing largely 
to the improved performance of the electricity, manufacturing and the mining and 
quarrying subsectors. In 2011, the increased production of crude oil sparked the 
industrial sector to an enviable 41.1 per cent growth rate, although it plummeted to 
7.0 per cent by 2012 owing to the decline in crude oil and gas production.

The importance of Ghana’s manufacturing subsector in terms of its relative 
contribution to the industrial sector output declined from a high of 49.0 per cent in 
2006 to only 24.2 per cent in 2012. Its contribution to GDP fell from 10.2 per cent 
in 2006 to 6.7 in 2012 (see table 3). 

Table 3: Industry sector and the subsectors’ share of GDP, 2006-2012 (Per 
cent)

Year 

Total 
industrial 
sector Manufacturing Mining and 

quarrying Electricity Water and 
sewerage Construction

2006 20.8 10.2 2.8 (0.0) 0.8 1.3 5.7

2007 20.7 9.1 2.8 (0.0) 0.6 1 7.2

2008 20.4 7.9 2.4 (0.0) 0.5 0.8 8.7

2009 19 6.9 2.1 (0.0) 0.5 0.7 8.8

2010 19.1 6.8 2.3 (0.4) 0.6 0.8 8.5

2011 25.9 6.7 8.5 (6.8) 0.6 0.8 9.2

2012 27.6 6.7 8.8 (6.9) 0.5 0.7 10.9

Note: Figures in parentheses refer to the contribution of crude oil. 

Source: Ackah et al., 2014.

Ghana’s industrialization strategy is aimed at creating an industrial architecture 
based on the value-added processing of the country’s natural resource endowments 
through a private sector-led accelerated industrial development strategy (Government 
of Ghana, 2014a). The renewed industrialization vision is intended to realize the 
objective of seeing the transformation of the economy within the lifetime of the 
present generation and to enable all Ghanaians to benefit.
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In view of Ghana’s long-term strategic vision of attaining middle-income status by 
2020 through structural transformation, the country’s industrial policy is designed to 
promote added competitiveness and enhanced industrial production, with increased 
employment and prosperity. It has also been designed to provide a broader range of 
fair-priced, better-quality products for the domestic and international markets.

The key development objectives of Ghana’s industrial policy are to: (a) expand 
productive employment in the manufacturing sector; (b) create a modern productive 
economy with high levels of value addition; (c) expand technological capacity in the 
manufacturing sector; (d) promote agro-based industrial development; (e) promote 
the spatial distribution of industries to reduce poverty and income inequalities; (f) 
provide consumers with fairly priced, better-quality products and services; and (g) 
make firms within the industrial sector, especially in manufacturing, competitive in 
both the domestic and international markets (Government of Ghana, 2014b).

The industrial policy framework of Ghana represents the set of specific policy 
instruments and measures to be applied to improve access to competitive factors of 
production and enhance the productivity, efficiency and growth of Ghana’s industrial 
sector, in particular the manufacturing subsector. The full spectrum of industrial 
policy initiatives cutting across 21 policy thematic areas has been categorized into 
four main components: production and distribution; technology and innovation; 
incentives and regulatory regime; and cross-cutting issues. The emerging policy 
issues relate to the key developmental objectives of the current industrial policy, 
including empowering the private sector, especially small and medium-sized 
enterprises, to expand productive employment and technological capacity within 
a highly competitive manufacturing sector and, promote agro-based industrial 
development to ensure value addition to manufactured goods and Ghana’s exports 
the spatial distribution of industries away from the current over-concentration of 
industries within urban areas (Ackah et al., 2014).

After a decade of unstable growth performance in the 1990s, Ghana experienced a 
rising growth rate during the period 2001-2008, although it declined to 4 per cent, 
the lowest growth rate in nine years, in 2009. Economic growth bounced back to hit 
a peak of 15 per cent in 2011 on account of commercial oil production and export 
growth before it fell to 7.6 per cent in 2013. The high economic growth experienced 
in 2011 was due mainly to the beginning of the commercial production of oil, making 
it one of the fastest-growing economies in the world. Ghana grew at an estimated 
3.7 per cent in 2015, down from 4 per cent in 2014, due mainly to a power crisis, 
a rising fiscal deficit and public debt levels, a significant external sector deficit and 
unpredictably low world market prices for the country’s oil and gold exports. 

The strong growth performance of the country pushed it to the rank of a lower 
middle-income country, with a rising per capita GDP, from $1,099 in 2007 to $1,858 
in 2013. Although the launch of oil production raised the share of the industrial sector 
in national output, the continuous decline in value-added manufacturing undermines 
Ghana’s economic transformation effort, given that the weak human capital base has 
not provided a strong foundation for structural transformation (Aryeetey and Baah-
Boateng, 2016). Home-grown manufacturing has the potential to play an increasingly 
important role in Ghana’s economic transformation, but Vietnamese and Chinese 
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V. Entrepreneurship policies in Botswana, 
Ghana and Nigeria 

1. Introduction

Following the discussion of the industrial policy and state of entrepreneurship 
undertaken in section IV of the report, this section is aimed at examining efforts 
made by Botswana, Ghana and Nigeria to enhance the role of local entrepreneurship. 
A special focus is paid to key areas of innovation, skills development, young people 
and gender in order to extract some relevant lessons of general application to the 
respective country and to other African countries.

Botswana
In the tenth national development plan, a number of specific goals to leverage 
entrepreneurships were identified, namely, economic empowerment of citizens; 
young people; small and medium-sized enterprise development; the attainment of 
export-led growth (private sector development and competitiveness); economic 
diversification; and poverty alleviation (Government of Botswanan, 2009). The plan 
was aligned with the Millennium Development Goals and placed poverty alleviation 
as the main impetus for pursuing the country’s industrial development. It included 
an emphasis on the prominent role of the private sector and contained calls for 
manufacturing to be based on Botswana’s primary products, while aiming to provide 
a supportive environment for the private sector through a variety of initiatives (Ibid.).

Policy formulation in Botswana covers the areas of industrialization, entrepreneurship 
and how they feed into the overarching development plan. The first policy on small 
and medium-sized enterprises was approved by Parliament in 1998, followed by the 
2004 Small Business Act that established the Small Business Council. The policy set 
objectives for the promotion of citizen entrepreneurship; the competitiveness of small 
and medium-sized enterprises; employment opportunities; vertical integration and 
horizontal linkages between small and medium-sized enterprises and primary industries 
in agriculture, mining and tourism; and business linkages between large and small 
businesses. Since 2012, the Government has been working on an entrepreneurship 
development policy that is expected to update the 1998 policy on small and medium-
sized enterprises. The aim is to embark on a number of reforms to address the challenges 
that small and medium-sized enterprises face in Botswana (see box 6).
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Nigeria’s high perceptions about opportunities and capabilities indicate a ready 
supply of entrepreneurs, which is supported by a below-average fear of failure and 
the fact that total early-stage entrepreneurial activity rates are above global and 
African averages.

Table 7: Entrepreneurship indicators, 2013a

Nigeria Global Difference
Financing for entrepreneurs 2.05 2.55 -0.50

Governmental support and policies 1.97 2.58 -0.61

Taxes and bureaucracy 1.83 2.35 -0.52

Governmental programmes 2.24 2.61 -0.37

Basic school entrepreneurial education and training 2.13 2.08 0.05

Post-school entrepreneurial education and training 2.79 2.85 -0.06

Research and development transfer 1.73 2.36 -0.63

Commercial and professional infrastructure 2.59 3.02 -0.43

Internal market dynamics 3.28 3.09 0.19

Internal market openness 2.34 2.59 -0.25

Physical and service infrastructure 2.98 3.71 -0.73

Cultural and social norms 3.32 2.85 0.47

a Calculated from 1 to 5, where 5 is best.

Source: Global Entrepreneurship Monitor dataset of 72 countries.

Table 7 provides a summary of Nigeria’s state of entrepreneurship, compared with 
the average of 72 countries that were surveyed in 2013 (Global Entrepreneurship 
Monitor, 2012a). Nigeria’s indicators are, in general, on the lower half of the five-point 
spectrum. The only indicator that shows a significant difference from the 72-country 
sample is the last one on cultural and social norms. As mentioned above, Nigerians 
are particularly keen on entrepreneurships, which is combined with perceptions that 
place more of a burden on individual responsibility. The highest negative differences 
concerns research and development transfer and governmental support and policies, 
both of which are in line with the narrative from entrepreneurs themselves.
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entrepreneurs have taken advantage of a number of existing local opportunities and 
traditions by using modern production methods to produce traditional Ghanaian 
handicrafts for export (Kolavalli et al., 2012).

The promotion of the private sector has become an integral part of Ghana’s economic 
development strategy (see box 5). Private sector development, which involves an 
improvement in the investment climate and the enhancing of basic service delivery, 
is considered one of the factors necessary for sustaining and expanding businesses, 
stimulating economic growth and reducing poverty. Accordingly, the development of 
the private sector is one of the key priority areas for Government. 

Nigeria 
Nigeria is Africa’s largest economy and most populous nation, with an estimated 
GDP of $415 billion and 183.6 million people in 2016 (International Monetary Fund, 
2016). However, GDP per capita stood only at $2,253, but at $5,930 in international 
purchasing power parity. In addition, the latest available Gini coefficient for Nigeria 
stands at 43, which is in the medium inequality bracket from a global perspective 
(Central Intelligence Agency, 2016; World Bank, 2016b).

Figure : GDP growth in Nigeria, 1991-2017

Source: International Monetary Fund, 2016.

Nigeria’s economic growth rate had fallen to 2.6 per cent in 2015, from 6.3 per cent 
in 2014, while it was forecasted to fall further to, 1.7 per cent, in 2016 (International 
Monetary Fund, 2016 c). Its currency, the naira, had deteriorated sharply against the 
United Staes dollar from 202:1 in mid-June 2016 to 315:1 in mid-October 2016. This 
type of macroeconomic volatility and downturn has a negative impact on Nigerian 
entrepreneurs. The main reason for such turndowns was the drastic fall in global 
prices of petroleum, Nigeria’s main source of income, which deteriorated significantly 
during the period 2014-2016 (World Bank, 2016;).
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Nigeria’s economic growth has recently been driven by growth in services, which 
jumped considerably after 2009 as a share of GDP (see figure). The industry sector 
as a whole shrank significantly during the same period, falling from its height of 53 
per cent of GDP in 1992 to 34 per cent in 2009, further declining to 20 per cent in 
2015 (World Bank, 2016). 

Nigeria, which is rich in resources, is a major beneficiary of the high commodity prices 
and non-inflationary high growth that characterized the global economy from the 
1990s to mid-2008. In 2009, Nigeria adopted the Vision 20:2020 plan to launch the 
country onto a path of sustained social and economic progress and accelerate the 
emergence of a truly prosperous and united nation. Specifically, the transformation 

Box 5: Ghana’s priority interventions for accelerated transformation 

To achieve the medium-term national development objectives 
under the second shared growth and development agenda II, the 
Government of Ghana found it imperative that the fiscal space 
necessary be created for increased investment in key priority sectors 
for accelerated transformation of the economy. Consequently, the 
medium-term priority policies are anchored in the following thematic 
areas: ensuring and sustaining macroeconomic stability; enhancing 
the competitiveness of Ghana’s private sector; accelerated agriculture 
modernization and sustainable natural resource management; oil and 
gas development; infrastructure and human settlement development; 
human development, productivity and employment; and transparent, 
responsive and accountable governance. 

With regard to priority interventions to enhance private sector 
competitiveness, Ghana’s government policy focuses on the following: 
(a) the full and accelerated implementation of the core strategic 
interventions of the second private sector development strategy; (b) 
streamlining the operations and coordination of the Ghana Export 
Promotion Authority, the Ghana Investment Promotion Centre 
and the Ghana Free Zones Board; (c) developing a comprehensive 
corporate social responsibility policy to guide the activities of 
corporate organizations; (d) promoting the growth and development 
of microenterprises and small and medium-sized enterprises in 
agrobusiness and promote their growth into competitive industries; 
(e) promoting special initiatives in light manufacturing and the 
integrated aluminium industry to accelerate industrial development; 
(f) supporting the accelerated development of tourism infrastructure, 
appropriate skilled personnel and products; (g) establishing a council 
for creative arts and prepare a legal and regulatory framework to 
strengthen the industry as a major platform for national development, 
including service exports in entertainment; and (h) strengthening the 
national commission on culture to support the creative arts industry. 

Source: Government of Ghana, 2014a.
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Table 6: Distribution of entrepreneurship by sector (Percentage) 
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firms and public procurement is fraught with corruption, bureaucracy and multiple 
tax burdens. Other challenges include infrastructure gaps, equipment unavailability 
and limitations on access to finance, all of which hinder innovation and economic 
activity (Global Entrepreneurship Monitor, 2012a and 2012c).

On the other hand, Nigeria shows a number of important enablers of entrepreneurship 
(Global Entrepreneurship Monitor 2012a and 2012c). The internal market dynamics 
are favourable to markets for business to business goods and services. First, new and 
growing firms can afford to enter the market. Second, access to physical and service 
infrastructure is, in general, good. For example, roads, utilities, communications, water, 
waste disposal, among others, all provide good support for new and growing firms. 
Third, there are favourable cultural and societal norms. In particular, the national 
culture emphasizes the responsibility of the individual, rather than the collective, in 
managing his or her own life, while society as a whole is highly supportive of individual 
success through hard work.

Total early-stage entrepreneurial activity is a Global Entrepreneurship Monitor 
indicator, which measures the percentage of adults (18 to 64 years of age) who are in 
the process of beginning or who had just begun a business. In economies with a low 
GDP per capita, total early-stage entrepreneurial activity rates are, in general, high, 
with a correspondingly higher proportion of necessity-driven entrepreneurship. This 
is primarily the case in countries in Africa, excluding North Africa. Nigeria’s total early-
stage entrepreneurial activity rate is 35 per cent, but not always driven by necessity. 

Moreover, the profile of entrepreneurs in Nigeria are primarily older: 60 per cent of 
them are between 35 and 64 years of age. They have often had the time to develop 
their skills and knowledge through education, work experience and networking, while 
improving their chances of gaining access to finance.
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strategy of the is intended to develop the fabric of the envisioned economy by 
aggressively pursuing a structural transformation from a monoproduct, oil-dependent 
economy to a diversified, industrialized one; investing in order to transform the 
Nigerian people into catalysts for growth and national renewal, and a lasting source 
of comparative advantage; and investing in order to create an environment that 
enables the coexistence of growth and development on an enduring and sustainable 
basis. The fundamental objectives of the economic growth requirements of the vision 
are twofold: the transformation of the structure of exports from primary commodities 
to processed and manufactured goods and the attainment of high levels of efficiency 
and productivity in order to be globally competitive. 

The current national development strategy is supported by an industrial policy in 
the form of the 2014 industrial revolution plan, which was launched as a five-year 
initiative to rapidly build up industrial capacity and improve competitiveness in 
Nigeria. It identifies industry groups in which the country has comparative advantage; 
agribusiness; metal and solid mineral processing; oil-related and gas-related industries; 
and construction, light manufacturing and services.

The national development strategy is aimed at learning from the development 
experiences since independence. The industrial policies implemented since the 
political independence of Nigeria in 1960 have been identified to include three key 
strategies (Ekpo, 2014): the import substitution industrialization strategy, the export 
promotion strategy and the foreign private investment-led industrialization strategy.

Nigeria adopted an import substitution strategy in 1960 that continued until 1985. Like 
most developing countries, the prime motives of adopting that were to reduce external 
dependence through an increased reliance on goods manufactured domestically, save 
foreign exchange, create a favourable balance of payments, encourage technological 
development and create employment. Moreover, the local industries were gradually 
and over time to substitute imported inputs with local ones. To reduce business costs, 
a wide range of fiscal, monetary and infrastructural incentives were granted to the 
private sector in the 1960s through 1970s. The Nigerian Industrial Development 
Bank was also established in 1963 to provide much-needed capital to the industrial 
sector. The Federal Loan Board was also established to provide modest financial aid 
to industrialists.

The import substitution strategy in Nigeria was unsatisfactory because it focused 
on the production of consumer goods instead of technologically advanced capital 
goods that sustains industrialization. Accordingly, the strategy failed to lead to a 
desirable level of industrial growth and the development of technological capabilities. 
In the second national development plan, the failure of Nigeria’s import substitution 
strategy was recognized by the assertion that, instead of an expected decline in 
imports, its implementation resulted in a rise in the importation of raw materials 
and intermediate and capital goods. Consequently, many industries reduced their 
capacity utilization and employees drastically, while others were compelled to close 
down their factories. With escalating import bills, mounting external debt obligations 
and less foreign exchange due to the collapse of international oil market, it became 
obvious by mid-1986 that import substitution strategy has failed in Nigeria and 
needed to be discontinued (Ekpo, 2014).
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The critical need to generate more foreign exchange, in particular from non-oil sources, 
to meet the country’s rising import bills, its mounting external debt obligations, the 
rising fiscal responsibilities of the Government and to attend to socioeconomic 
responsibilities, resulted in a shift in Nigeria’s industrial policy from an import-
substitution approach to export promotion industrialization. As an outward-oriented 
industrialization, the strategy involves the domestic production of manufactured 
goods for export so as to generate more foreign exchange. That policy was meant to 
achieve a broad objective of accelerating the pace of Nigeria’s industrial development. 

With export promotion industrialization, export-free zones were established at several 
locations, the export licence requirement for the exportation of manufactured goods 
was abolished, export credit guarantee and insurance schemes were introduced and 
commodity boards were scrapped to allow the market forces to be more active, while 
exporters of non-oil (industrial) products were permitted to retain 100 per cent of 
their export proceeds in foreign currency instead of 25 per cent, which was the case 
before the introduction of export promotion industrialization. 

The objectives of export promotion industrialization were to increase the export 
of manufactured goods, improve the technological skills and capability available in 
the country, increase the local content of industrial output, improve incentives for 
attracting foreign capital and increase private sector participation in the manufacturing 
sector. The focus of the new export oriented industrial policy was on the regulatory 
environment, promotion of an export-free zone, the opening of access to foreign 
exchange and the continued promotion of market-determined exchange rate for the 
naira. The promotion of small and medium-sized enterprises was also given top priority 
in export promotion industrialization. In 1989, Nigerian’s control and ownership 
structure of enterprises was reduced as foreigners were permitted to compete with 
Nigerians in all other businesses, except those of banking, insurance, petroleum 
prospecting and mining. The policy of debt equity swap was implemented to reduce 
Nigeria’s external debt and debt-servicing obligation, attract foreign investment and 
technology and diversify the country’s export base. However, notwithstanding all the 
efforts made by the Government, Nigeria’s export promotion strategy has not had 
much impact on the country’s industrial sector and even appears not to have attained 
significant result. 

Although export promotion industrialization reduced the size of public sector 
investment in the economy, increased private sector participation in the industrial 
sector and provided more access to foreign markets, the adverse effects of the naira’s 
devaluation, high interest rates and a tight monetary policy increased the cost of 
production and reduced the profit margin of firms. Small and medium-sized enterprises 
were severely affected because they could not compete with importers and large-
scale industrialists in the foreign exchange market. Moreover, the export promotion 
industrialization strategy depended largely on the foreign technologies and inputs 
that were imported from abroad at very exorbitant rates. This increased production 
costs, resulting in high prices and the non-competitiveness of Nigerian goods, in 
both local and international markets. Furthermore, the imposition of high tariffs and 
quotas by industrialized countries has not favoured Nigeria’s manufacturing exports. 
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Ghana
In 2010, Ghana ranked third as most entrepreneurial country in sub-Saharan Africa 
and became the second, after Zambia, in 2012 (Global Entrepreneurship Monitor, 
2012a). There is a solid base of entrepreneurship in the country, with a high rate 
of entry. This is due largely to government efforts to critically and consistently 
address entrepreneurship through its national development plans and private 
sector development strategies. In other words, Ghana has had an increasing focus 
on encouraging the growth of entrepreneurship. Notwithstanding the growing 
entrepreneurship in Ghana, private sector capability is found to be weak. The 
structure of the private sector reveals a lack of development of small and medium-
sized enterprises and a concentration of entrepreneurial activity in and around Accra. 
The quality of management and the supply of business development services is 
low. Firm-level productivity and competiveness are held back by a combination of 
government and market failures (Government of Ghana, 2010).

Entrepreneurship in Ghana primarily takes the form of self-employment, rather than 
job creation, with relatively low growth aspirations/expectations. With regard to the 
sectorial distribution of entrepreneurs, Ghana stands out in the sub-Saharan African 
region, with more than 22 per cent operating in the agricultural sector and more than 
15 per cent in the government services sector, although most of the new businesses 
are in the hospitality and retail sector (58 per cent). Manufacturing has the next 
highest share, at 6.6 per cent (Global Entrepreneurship Monitor, 2012a).

Nigeria
The 2012 Global Entrepreneurship Monitor for Nigeria shows that Nigerians are a 
global front runner with regard to the entrepreneurial spirit. Almost all adult Nigerians 
(88 per cent) felt that they are capable of starting a business, while 44 per cent have 
the intention of doing so, which is a high share globally. They see opportunities to 
start businesses, while holding that they have the skills and knowledge necessary. In 
fact, the survey results show that Nigerians exhibit one of the lowest levels of fear 
of failure in the world, at 21 per cent. And more often than not, Nigerians pursue 
entrepreneurial activity owing to perceived opportunities rather than out of necessity, 
which contrasts with the common belief in developing countries.

It should also be noted that these encouraging indicators are played out in a policy 
environment that is generally not very conducive to business and entrepreneurship, 
in particular. For example, Nigeria was ranked 169 of 190 countries in terms of an 
environment for doing business (World Bank, 2016b). This may be the main reason 
why only about 15.7 per cent of adult Nigerians own businesses. This is a low level, 
given that the country has a large share of the population (82 per cent) who are willing 
to be entrepreneurs and 41 per cent who actually embark on entrepreneurships 
(Global Entrepreneurship Monitor, 2012a,).

Given Nigeria’s high entrepreneurial spirit (88 per cent of adults), the actual number 
of business operations are very low (15.7 per cent of adults). This gap is due mainly 
to the large number and magnitude of challenges for entrepreneurship in Nigeria. In 
particular, government programmes and regulations do not favour new and growing 
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 Country    2012 2013 2014 2015

New business ownership rateb 20.394 18.781

Entrepreneurial intentionc 70.264 66.689

Namibia

Established business ownership ratea 3.167 7.892

New business ownership rateb 6.999 13.861

Entrepreneurial intentionc 45.066 52.385

Nigeria

Established business ownership ratea 15.672 17.512

New business ownership rateb 14.186 20.661

Entrepreneurial intentionc 44.301 46.81

South Africa 

Established business ownership ratea 2.317 2.857 2.676 3.414

New business ownership rateb 3.083 4.047 3.201 3.784

Entrepreneurial intentionc 11.952 12.765 10.055 10.93

Source: Global Entrepreneurship Monitor measured adult population survey.

a. Percentage of population 18 to 64 years of age (individuals involved in any stage of entrepreneurial 
activity excluded) who are latent entrepreneurs and who intend to start a business within three years.

b. Percentage of population 18 to 64 years of age who are currently an owner-manager of a new business 
(i.e., owning and managing a running business that has paid salaries, wages or any other payments to 
the owners for more than three months, but not more than 42 months).

c. Percentage of population 18 to 64 years of age who are currently an owner-manager of an established 
business (i.e., owning and managing a running business that has paid salaries, wages or any other 
payments to the owners for more than 42 months).

The engagement of men and women in early-stage entrepreneurial activity in 
Botswana, at 68 and 60 per cent, respectively, is driven by opportunities rather than 
necessity. The early-stage entrepreneurial landscape in Botswana is dominated by 
men, consistent with findings throughout sub-Saharan Africa, with the exception of 
Ghana and Nigeria. The average entrepreneur in Botswana is a man and more than 
30 years of age, and he rarely has tertiary education. The dominant industries are 
construction, agriculture and retail and services. Notwithstanding the efforts by the 
Government to stimulate entrepreneurship among young people and their stated 
intentions to engage in business activity, only 21per cent are engaged in early-stage 
entrepreneurial activity (Global Entrepreneurship Monitor, 2013a).
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In pursuing the foreign private-led strategy objectives in 2000, the Government of 
Nigeria had to handle the twin challenges to foreign investors: decaying infrastructure 
and corruption. Efforts had also been made to break the bureaucratic bottlenecks 
through the abolition of the Land Use Act and the Nigerian Enterprise Promotion 
Decree, as well as the establishment of a one-stop investment centre to hasten the 
processing of application, registration and establishment of foreign businesses in 
Nigeria (Ekpo, 2014). Banking sector reforms were also carried out to sanitize and 
stabilize the financial system. State-owned enterprises had also been reviewed with 
the aim of completing or rehabilitating viable ones and eventually privatizing them. 
Furthermore, the Small and Medium Enterprises Development Agency of Nigeria was 
established to cater for the development of small and medium-sized enterprises.

In response to the foreign private-led strategy, the rate of net inflow of foreign 
private investment into Nigeria registered an increase. However, the manufacturing 
sector’s declining level of capacity utilization indicates reveals its weak performance. 
In addition, the profit margin of firms has been low owing to the high cost of 
production caused mainly by a shortage of critical infrastructure, such as electricity 
and transportation.

Although GDP growth varied between 4.3 to 11.3 per cent during 2009 to 2015, 
investment and savings fell continuously, while unemployment rose sharply from 5.1 
in 2010 to 12.1 per cent in 2015. Furthermore, government revenue fell dramatically.

Table 4: Key economic indicators in Nigeria, 2009-2016

2009 2010 2011 2012 2013 2014 2015 2016E

Population 
(millions)

151.9 156.1 160.3 164.8 169.3 173.9 178.7 183.6

GDP (billions of 
United States 
dollars)

297.5 369.1 414.1 461.0 515.0 568.5 493.8 415.1

GDP per capita 
(United States 
dollars)

1958.6 2365.0 2582.6 2797.9 3042.0 3268.4 2763.1 2260.3

GDP per capita, 
purchasing power 
parity (United 
States dollars)

4678.4 5127.7 5342.4 5521.8 5755.4 6061.4 6120.8 5929.9

GDP growth 
([percentage)

8.4 11.3 4.9 4.3 5.4 6.3 2.7 -1.7

Total investment 
(percentage of 
GDP)

19.4 17.3 16.2 14.9 14.9 15.8 15.5 13.8

Gross savings 
(percentage of 
GDP)

24.1 21.2 19.2 19.3 18.8 16.0 12.4 13.1

Inflation (per cent) 12.5 13.7 10.8 12.2 8.5 8.0 9.0 15.4

Unemployment 
(per cent)

- 5.1 6.0 10.6 10.0 7.8 9.0 12.1
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2009 2010 2011 2012 2013 2014 2015 2016E

Government 
revenue 
(percentage of 
GDP)

10.1 12.5 17.8 14.3 11.1 10.5 7.2 5.7

Government 
expenditure 
(percentage of 
GDP)

15.5 16.7 18.0 14.5 13.1 11.7 11.0 10.3

Government 
fiscal balance 
(percentage of 
GDP)

-5.4 -4.2 -0.2 -0.2 -2.0 -1.2 -3.8 -4.6

Government net 
debt (percentage 
of GDP)

6.0 8.9 9.6 9.2 10.2 10.2 11.1 14.2

External debt 
(percentage of 
gross national 
income)

10.2 4.4 4.5 4.3 4.4 4.9

Current account 
(percentage of 
GDP)

4.7 3.9 3.0 4.4 3.9 0.2 -3.1 -0.7

Source: International Monetary Fund (2016c); World Bank (2016c) for external debt figures. 

Further, enterprise development in Nigeria has faced a number of challenges including 
a limited power supply, a lack of infrastructure, delays in the passage of legislative 
reforms, an inefficient property registration system, restrictive trade policies, an 
inconsistent regulatory environment, a slow and ineffective judicial system, unreliable 
dispute-resolution mechanisms and significant hurdles in formalizing business activity 
(Central Intelligence Agency, 2016; Global Entrepreneurship Monitor, 2012a; Iliya 
and Achie, 2016; Anyebe, 2016; Adebesi and Oni, 2012). 

To combat these challenges, the President of Nigeria, Muhammadu Buhari, who 
was elected to office in 2015, has prioritized economic governance reforms, which 
include increased transparency, economic diversification away from oil, improved 
fiscal management and developing stronger public-private partnerships for roads, 
agriculture and power (Central Intelligence Agency, 2016).

3. State of entrepreneurship in Botswana, Ghana and 
Nigeria

The discussion below outlines the state of entrepreneurship in the three country 
cases. The aim of the discussion is to provide a background to the subsequent 
discussion in section V on the role of entrepreneurship.

Botswana
In 1966, before the discovery of diamonds, Botswana was a largely agrarian country, 
with 42.7 per cent of its GDP generated by agriculture. Today, Botswana is a solidly 
middle-income country applauded for its astute macroeconomic management and 
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efforts to empower citizens and alleviate poverty. It is the two latter objectives that 
have shaped the current entrepreneurial policy that we see in Botswana today and 
that has also been the subject of much of the literature written on entrepreneurship 
in Africa. The dominance of the mining sector has highlighted the lack of economic 
diversification in Botswana and the structural cause of the high unemployment 
level. In anticipation of the decline in diamond production from 2020 onwards, the 
Government has established a number of programmes to diversify the economy, 
stimulate private-sector growth and improve the skills of the labour force (Global 
Entrepreneurship Monitor, 2012b).2

According to the 2012 Global Entrepreneurship Monitor for Botswana (2012b), the 
established entrepreneurial profile in Botswana is characterized largely by business in 
information and communications (44 per cent) and agriculture (15 per cent), owing 
mainly to public and private initiatives targeting these industries, including heavy 
infrastructural outlays. The number of established businesses in Botswana is relatively 
low, compared with other African countries. The results of the 2012 report survey 
found that established businesses were two times lower than the average of sub-
Saharan Africa, at 6 per cent. For context, Uganda has the highest rates of established 
businesses, at 38 per cent. The survey identifies early-stage entrepreneurial activity 
as a good representation of the degree to which the country’s socioeconomic climate 
enables the startup and growth. The rate of startups and early-stage business creation 
and ownership is exactly the average for sub-Saharan Africa, namely 28 per cent, 
but the rate of discontinuance is 16 per cent, which is again the average for sub-
Saharan Africa. The lack of financial viability was cited as the most important reason 
for discontinuance for 35.9 per cent of firms surveyed. 

Table 5: Entrepreneurial behaviour and attitudes: 2012-2015 (Per cent)

 Country    2012 2013 2014 2015

Botswana

Established business ownership ratea 6.334 3.441 4.953 4.596

New business ownership rateb 12.242 10.166 11.129 11.888

Entrepreneurial intentionc 71.945 59.205 63.367 61.85

Ghana

Established business ownership ratea 37.742 25.926

New business ownership rateb 22.78 17.737

Entrepreneurial intentionc 60.359 45.598

Malawi

Established business ownership ratea 10.801 12.027

2  The International Monetary Fund (2016) reports that diamond supplies could be exhausted by 2050. 
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