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how to respond to every confronting and challenging situation and how

glide effortlessly towards attainment of your organizational goals.

Ideally, this book is a self - help, step by step entrepreneursh ip education

text. It is written to encourage every literate adult who is currently

unemployed or underemployed, on how he/she can creatively start and

manage an entrepreneurship venture to break away from the shackles of

poverty.

on

PREFACE
to

The statistics of business failure rates particularly of startups is very high in

many economies of the world. Extant literature states 90% failure rates for

startups globally. While 10% fail within the first years of formation and
70% fail within two to five years fhttps://www.embroker.com>blog).

Authors have adduced many factors as being responsible for the high

failure rates such as misunderstanding of competition, unsuitable market Best wishes

and marketing process, poor delegation of authority and patience

Others are lack of market research, industrial experience, digital skill, and Isimoya, 0,A., Ph.D
fmance. Some other authors have asserted that ineffective management is

the most influential factor in startups failure rate. Common areas of I

business management ineptitude for startups include poor product quality,

poor management of cash flow, employment of unskilled personnel, poor |

interpersonal relationship with customers and suppliers and poor credit ^

etc.

management.

In this book ‘Entrepreneurship - The business skills you need to become a

successful entrepreneur’, readers and business practitioners, would learn

that management of any business must be creative, ethical and people -

oriented in executing responsibilities. As an entrepreneur or a potential

reading through this book will empower you on how to
the greatest entrepreneurial impediments you think you have.

This book demystifies the myth that entrepreneurs are bom and not made

entrepreneur
overcome

With this book, you will discover that entrepreneurs are not bom, but are

made by people who are able to make series of informed, deliberate and

' prudent decisions in running their entrepreneurial businesses. The

knowledge acquired from this book will enable you to fulfill your dreams

of becoming a successful entrepreneur and achieve the financial freedom

you so much desire.

Thus, in our changing business environment, only business that provides

compelling services will triumph while those that offer dissatisfactory

services will be sunk. Every chapter of this book has been compendiously

written to guide you on the lonely path of entrepreneurship. Each chapter

you will help to create competitive advantage which will set your business

apart from the crowd of competitors. Furthermore, this book will teach you
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well as business practitioners, also view entrepreneurship as an

attitude, a personal lifestyle than a skill or profession. This implies

that not everyone is cut out for entrepreneurship, little wonder most

graduates of business schools would prefer to climb the companies’

employment hierarchies than establish entrepreneurship ventures of

their own. In line with above, one may have acquired formal

knowledge and technical skill for entrepreneurship, but for lack of

entrepreneurial attitude and personality could not establish a venture.

Thus, having an entrepreneurial mindset which is an attitude

influenced by personal lifestyle, is the magic wand. Thus, a petty

trader, a newspaper carrier, an artisan like a plumber, a tailor, a motor

mechanic, are involved in entrepreneurial ventures, whose source of

livelihood depends on their skills and dexterity.

Chapter 1

ENTREPRENEURSHIP

Winners never quit and

quitters never win
Vince Lombardi *(2019)

The best way to predict
the future is to create it

Abraham Lincoln, (2020)
I

The concept of entrepreneurship
The concept of entrepreneurship has been described by numerous

authors from varying perspectives. From the scientific perspective,

Evans and Volery (2001) defined entrepreneurship as a process of

creating value by individuals or organisations through the

combination of capital-labour, risk-taking, and technology. The

process involves the identification of a business opportunity and the |
utilization of existing resources to exploit the opportunity.
Entrepreneurship, therefore, involves an individual's or an

organisation's ability to develop a new product or service to satisfy
the unfulfilled socio-economic needs in the market. Moreover, '

entrepreneurship involves not only the identification of an

entrepreneurial opportunity but also the capacity for the exploitation |
of business opportunities. '

y I

In the industrialized world, entrepreneurship is seen as the ,

establishment of a new business venture. It is also seen as a process

of developing the business acumen in aspiring entrepreneurs to enable

them to make sound judgements and decisions in the context of

managing entrepreneurial ventures. Entrepreneurship in the industrial '

world is the ability to develop and manage a new business venture for

profit-making purposes (Cooney, 2012). Furthermore, the ability to

develop a new approach in or managing an existing business fall '

within the purview of entrepreneurship. Moreover, some scholars, as

Theory of entrepreneurship
Though the study of entrepreneurship has been popularized in this

century, its evolution according to Menakadevi and Maharani

(2014) dates back to the 18**^ century. As far back as the 1700s a

renowned economist Richard Cantillon described the concept of the

entrepreneurship as a 'go-between' or a 'between-taker'. In the 20

century, Joseph Schumpeter another renowned economist, and Peter

Drucker a management guru described the entrepreneur as an

innovator who maximizes opportunities. Schumpeter saw the

entrepreneurial activities in the light of 'creative destruction'. Creative

destruction is a feature of the economic structure of a nation with

incessant destruction of the 'old one' and incessant creation of a 'new

one' i.e., outdated approaches and products are replaced with better

functioning ones.

In the 21®^ century, entrepreneurship has taken a new dimension as a

result of telecommunications advancement, which aims at the

globalization of business. The entrepreneur of the 2f^ century is
quick-witted, innovative, bestowed with creative ideas to tap into new

markets, to increase profitability for all stakeholders (Juliana, Hui,
Clement & Elvis, 2021). He is also apt in cross-cultural leadership

and diversity management that enhance productivity, commitment.

th
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stressed a high standard of excellence, material warmth, self-reliance,

and non-fatherly dominance. This implies that individuals’ specific

needs are acquired overtime and are shaped by one’s life experiences.

and team performance. We will briefly examine two notable theories

which underpinned entrepreneurship studies.

The economic theory ofentrepreneurship

According to economists like Papanek (1962) and Harris (1971),

entrepreneurship and economic growth take place where economic

conditions are most encouraging. To them, economic incentives such

as the availability of a reliable source of finance (bank credit),

government loanable funds, communication and transportation
facilities, are the main drivers of entrepreneurial intention. This

implies that a well-developed market and efficient economic policies

would promote entrepreneurship speedily. Economic gains have

always been the inner drive of entrepreneurial activities; therefore,

economic incentives combined with the inner craving for economic

sufficient conditions that lead to entrepreneurial activity.

According to contemporary psychologists (Kuijono, Mulyani and

Murtadlo (2018) the supply of entrepreneurs in a given society is a

function of the availability of certain psychological characteristics

such as capacity to see issues from new perspectives (creativity); the
will and mind to overcome fixed habits or thoughts (self-efficacy);
the urge to do something spectacular (need for achievement) and the

zeal to achieve a dream (risk taking).

It should be noted that entrepreneurship is a multidimensional
concept as various scholars and business practitioners view it from

different perspectives i.e., economical, sociological, and

psychological views. Thus, there are multitudes of factors that

influence entrepreneurship emanating from socio-economic,
psychological, and other factors that are not presently covered in the

book.

gains, are

For instance, when a person who has an entrepreneurial mindset

notice that a product or service is out of equilibrium, he may purchase

the product/service at the prevailing price and resell to those who are

prepared to pay a higher offer price. These theorists believe that

entrepreneurship and economic growth will only take place where

economic policies and incentives are favourable to the business

environment of a given nation. Examples of some of the economic

incentives include such as efficient fiscal and monetary policies,

communication and transportation facilities, high capital formation

with a good flow of savings and investment culture, availability of

credit.

Entrepreneurial development
Entrepreneurial development is a process of improving, expanding,
and refining entrepreneurial operations to enhance economic growth
and development in society. In recent years, many scholars have

focused on the role of entrepreneurship in facilitating global
economic growth and development. Seen as a catalyst of socio

economic development, many scholars, therefore, campaign for

entrepreneurial development which involves activities such as

increasing knowledge, skills, behavior, attitude, and motivation of

potential entrepreneurs. Entrepreneurial developments encompass all
learning programmes in the field of entrepreneurship that would help
develop the interest, skills, and competencies of potential
entrepreneurs. Examples are structured institutional training
programmes, leadership development for entrepreneurial capacity,
availability of effective public policies on the development of

infrastructural facilities, accessibility of business finance, loanable

Needfor achievement theory
McClelland (1961) believes that entrepreneurs are principally
motivated by willpower to find a private kingdom or to conquer. In

his view, McClelland the psychologist, it is the high need for

achievement which impels people to move into an entrepreneurial
venture. People with a high need for achievement tend to take interest

in situations of high desire for responsibility, and the desire for

specific task performance. Psychological essays have noted that

achievement motive is infused through child upbringing which

43
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fands, etc. It is advisable that given the role of entrepreneurship in

economic growth, most developing nations who are industrially
underdeveloped, characterized by the high unemployment rate, low

standard of living, economic and political instability, etc. should be

publicly and privately involved in entrepreneurial development.

Identifying suitable foreign markets for SME products
Provide technical, training, and advisory assistance programs

through industrial development centers
Liaise with government institutions, parastatals on their

programmes such as the national directorate of employment
(NDE), national poverty eradication programme (NAPEP)
SMEDAN also works towards establishing appropriate support

centres for SME growth.

(4)
(5)

(6)

Entrepreneurial development in developing nations
Some nations are styled developing nations because they are

economically underdeveloped. The nations are characterized by a low

standard of living, high unemployment rate, low human deveiopmeni However, SMEDAN may have contributed her best, but it is not

index (HDI), with few and inefficient public services, in comparisori sufficient for entrepreneurial development in Nigeria. Ayodeji (2015)

to the developed economies. Some scholars argue that entrepreneurial identified many external business environmental constraints plaguing

development and activities in developing nations are constrained bj development in Nigeria. Examples are inefficient educational

personal, and institutional challenges, such as limited effectivt system with no entrepreneur development curricula, hinctional

financial resources, low level of education, lack of government infrastructural facilities, inefficient administration of government

policies that support business, poor or unavailability of infrastructura support schemes, absence of long-term financial assistance and

facilities, to mention but a few. The extents to which nations an inaccessibility of relevant technology, harassment and multipolicy of

tackling these challenges vary from one nation to the other. Ii government regulatory agencies for SMEs. Aside from the

Nigeria, for instance, the government supports entrepreneuna inexhaustible unfavourable external environmental factors, internal

development through many of her established agencies: Examples an environmental constraints to SMEs include finance, poor leadership
Raw materials research and development council (RMRDC), Nigeni gidifs, business planning skills, management skills risk taking

opportunities industrial center (NOIC) and Federal institute

industrial research Oshodi (FIIRO) (Kowo, Sabitu & Bola, 2019)

While these agencies have their respective roles in the Nigeria! Aside from business environmental constraints listed above, though

economy, small and medium enterprises development agency o' inexhaustible, there are also internal potential entrepreneurial

Nigeria (SMEDAN) is federal government institution/agency chargei deterrents such as

with the responsibility of promoting, coordinating and facilitating th

development of the micro, small and medium enterprises (MSMEs)

Other functions of SMEDAN include:

(7)

0.
schemes, and accounting recording skills.

Finance: Most aspiring entrepreneurs are unaware of the

source of finance outside their savings, borrowings from

>

friends and family relations

Leadership skills: Potential entrepreneurs lack requisite
knowledge in running business ventures
Accounting records: Aspiring entrepreneurs also lack
knowledge in bookkeeping and accounting records.
Business planning skills: Many entrepreneurs cannot write out

acceptable business plans, proposals.

>(1) Advise the Nigerian government on policy formation ani

execution in respect of SMEs

(2) Recommend appropriate operators and sectors that may b

assisted through loans, equity, and grants
(3) Identify viable business opportunity areas and projects for bot‘

foreign and local entrepreneurs and investors

5
6
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> Management skills; Inefficient management skill is also a Who is an entrepreneur?
constraint to entrepreneurial business success in Nigeria. The term entrepreneur, which originates from the French
Risk-taking skills: Many entrepreneurs cannot embark on ‘enterpredre’ means ‘to undertake’ and literally translated to

calculated irsk-taking. They have no skill in asset evaluation.

word

mean

‘go-between’, or ‘between-taker; Ogundele and Abiola (2012)
described entrepreneur differently i.e., an entrepreneur is an

originator or creator of the profit-seeking organisation to provide
goods and services that satisfy identified needs. In the mid-20**'

century, Schumpeter (1934) described the entrepreneur as the bearer

of mechanism for economic growth and development. In his view, an
entrepreneur uses creative destruction through creating
product, business model, or innovation that displaces the existing
In their contribution. Low and Macmillan (1988) noted that

entrepreneur creates a new business, by combining his/her resources

to introduce a new product to the market. Alternatively,
entrepreneur uses his/her skills to develop an innovative new

product/business or applied to an existing one. He is a self-motivated

individual, initiator of unique ideas, which are capable of generating
exchange for economic values.

>

The above confirms the World Bank rating of ease of doing business
in Nigeria which stood at 146 out of 190 countries in the 2018 report,
145 in 2019, 131 in 2020 and 131 in 2021. These data show that

Nigeria is gradually improving on her global rating on the ease of

doing business. In assessing the ease of doing business twelve

indicators were used. These are

Starting a business

Dealing with construction permits
Getting electricity
Registering property
Getting credit

Protecting minority investors
Paying taxes
Trading across borders
Enforcing contracts

Resolving insolvency
Employing workers

Contracting with the government

a new

one.
>

an
>

>
an

>

>

>

>

>

Considering the various scholarly definitions of an entrepreneur; our

take-away is that an entrepreneur turns a societal problem into a
business opportunity and uses the resources available to him, to
develop a product or service that meets the hitherto unsatisfied need.

The above confirms what earlier authors who opined that

Six of the indicators which are dealing with construction permits, entrepreneurs have different mindsets and attitudes. In the business

> getting electricity, getting credit, paying taxes, trading across borders, world, the entrepreneur is an initiator, a creator, challenger, strategist,
enforcing contracts have earlier been identified as elements ofi starter and the driver of new ideas to implement changes. The
external business environment constraints plaguing the SME entrepreneur may not necessarily be the initiator of the new idea, but

he organizes a team that converts the idea to reality. Furthermore, the
, entrepreneur is a strategist and a leader. He is responsible and

Despite the above one can still become an entrepreneur regardless of accountable. As one who is in charge, he leads his team through
what is thrown at one.^ If one has an entrepreneunal mindset and flair motivation and inspires the team to follow him.
to run an entrepreneurial venture, one can maneuver ones’ way as one
learns and acquire experience that leads to entrepreneurial

>

>

>

>

development in Nigeria.

success

through partnering with Graduate Transformation Centre (GTC). The
deciding factor is the entrepreneurial mindset.

7 8
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Conununication: Communication skills are very important to

entrepreneur. Communication whether written, verbal or

non-verbal is the means entrepreneur interact with customers,

employees, partners, colleagues, and supervisors while at

work. Transfer of information in time and with clarity is

important for business success.
Branding: In this competitive and digital age, personal
branding means so much to an entrepreneur. A personal brand

is the attaching of monetary value to a person as opposed to a

good or service. When an entrepreneur's brand is adequately
developed, that implies that the entrepreneur is market-
oriented which leads to leadership in the focused industry.
Resilience: This is yet another skill that a focused entrepreneur

should possess. Resilience is the flexibility needed by an

entrepreneur to help him push through despite the setbacks and

challenges that may come on his/her way in the course of

nurturing the fledgling business to success.
Productivity: This is the trait to plan and simultaneously multi

tasking in the execution of work activities on daily basis. The

entrepreneur needs to develop this skill to enable him to work

smarter and faster for the growth of his entrepreneurial
venture.

Self-motivation:

entrepreneur must possess. It is an intrinsic factor that keeps

one going irrespective of all odds.
Passion: In the business world the entrepreneur's passion is the

strong love and desire in doing what he/she does. An
entrepreneur is passionate when he/she has a strong
extravagant fondness, and enthusiastic desire over what he is

doing if his product/service is intended to solve a problem, his

■ passion is when he/she does it with joy excitement, and zeal to

see the product comes through end contributes to the
betterment of the people.

Adaptation: This is another trait an entrepreneur should have

to be able to maneuver within the business environment. The

business environment is dynamic such as the climate, market.

Remarkable characteristics & skills of an entrepreneur , -

There are certain common traits found with successful entrepreneurs.

These traits or characteristics, if not innately inherent in an individual,

can be developed. These are:

Leadership: The entrepreneur may not necessarily be the most

knowledgeable, talented, and skilled among his team, but he

has to be a leader. As an entrepreneur, you lead by bringingi

the team members together and leading them towards a

common goal. '
Vision: The entrepreneur is the life (life beat) wire of iht

organisation, he calls the shots, but with the tearnsj
brainstorming, takes decisions and the rest of the team'

executes.

Visionary: The entrepreneur is a visionary; he can see the big

picture. He looks beyond the present circumstances through

his mind, eyes and sees a greater and fruitful future in

alignment with his vision. The entrepreneur through whom he

brings into existence through his/her decisions and actions.

Risk-taker: Being a visionary, he also automatically ends up^
being a risk bearer; since he understands that there are forces

beyond his control affecting his understandings. With
knowledge of forces beyond his control, he then is fully and

mentally aware that unforeseen circumstances can- incur some

losses. This mental preparedness makes him a winner since he

would not easily quit when he meets obstacles.

Networking: Networking is a skill that every entrepreneuij
needs to have. Although one man can walk faster alone, two oij

can walk longer. An entrepreneur can network witl
friends, partners, mentors’ other business-oriented persons.

Time management: In this era of technological advancement
time management is the process of organizing and planning:
how to divide one available time between specific activities^
Good time management enables one to work smarter and
faster, but -not harder, so that one can get more done in less

time, even with more pressures in time. ■

an

This is the most important trait an

more men
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Below is a diagrammatic illustration of the sununarized roles of an

entrepreneur

I

3. Promotes innovation: Entrepreneurship brings innovation t(

existing products and services, which give room to new products

and technology. Entrepreneurs help to make society better by
proffering solutions to existing problems which were hitherto not

solved.

4. Promotes social changes: Entrepreneurship pioneers new

technologies and systems; that ultimately bring changes to society.
It breaks the culture of the society depending on obsolete methods!
systems and technologies. An example is the use of obsolete

equipment in a family in Nigeria.
5. Promotes research and development: Entrepreneurs are a group of

people who discover new business ideas which improve existing

products or ways or methods of producing. They are always

thinking out of the box. Entrepreneurs thus promote research and

development which enables them to develop new products,
services, or ideas. It is no doubt that an entrepreneur is

multifunctional in her role and important in an economy.

Assessing Viability of the
Entrepreneurial Venture

Researching the

Feasibility of the
Venture

lanaging the

fntrepreneurial
I Venture /

Entrepreneur l|

Planning for the

Entrepreneurial
Venture

i Launching the '

! Entrepreneurial
Venture

Structuring the

Entrepreneurial Venture
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. For instance,

contribute toEntrepreneurial venture impacts national income
increased employment opportunities, higher earnings

Gathering information to identify the better National income in terms of higher tax revenue an

potentiality of the business opportunities eovemment spending. Furthermore, enU-epreneurs improve qua ity
Assessing possible competitive advantages of life, improved morale, and economic freedom, or ms nee, e

Uncovering the business idea in terms of telecommunication sector smartphone an apps eye ope , aye
competitor analysis, financial viability, and finding improved the quality of life in terms o wor an p ay

across

Qp^jQns ' globe. Today up to 5 billion people worldwide have access to mobue ,

Developing the vision and mission statement, telephone services which have revolutionized the world. Community

Crafting strong business and marketing plans development is another notable area t at success ^ ,
Choosing a legal form of the business patents and have impacted; entrepreneurs invest m , ■ r

copyright issues. Structuring organizational design finance noble causes in the community such as sponsorship of

Setting up goals and strategies for the fimT education and public health for the poor of the society.

Working out marketing plans, information
systems, and financial accounting systems e.g cash

SOURCE:

Key

Assessing

viability

(i)

Researching

Feasibility

Planning the
Venture

Structuring the
Venture

Launching the
Venture all-comers affair. An aspirantHowever, entrepreneurship is not

entrepreneur must be groomed in the rudiments of establishing a

business and the basic skills required to successfully run the

established business such as communication, sales and managerial

skills. Others are the ability to be focused follow your dream and ^

desire to learn always. Furthermore, the aspiring entrepreneur must be

able to craft and pursue his/her business strategy with commitment ^

an

flow management.

Establishing action Plans; SWOT analysis;
Evaluating performance; Developing
growth strategies; Exploring ways
finance growth; Selecting, appraising,
training & motivating; Dealing with
conflicts; Delegation of authority

Managing the
Venture

to

and vigour.

For more information; Visit: www. efenieeria,com
Takeaway: Entrepreneurship
Entrepreneurs can change the standards of living of both the

individuals and nations of the world. With their innovations,

entrepreneurs can change the way we
nationally. Entrepreneurship promotes social change by driving

innovation. Entrepreneurs spur economic growth and development,

through the new products services, and markets formed. For instance,

the advancement of the information communication technology (ICT)

industry today has enabled many associated industries to expand

phenomenally and a new class of highly paid IT workers came into

being.

live and work, locally and

10’^ ::r ■n:-

<■ If
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entrepreneurial opportunities and are exploited through
innovations

The principle of effective entrepreneunal innovations
is rnaking th

nrodL service, or process simple and customer-onented. To identify

L exploitable entrepreneurial opportunity, the aspiring entrepreneur

“ action-oriented. He must be constantly sensing and seajng
the business environment to identify the problems and

needs of itie

and creatively think out of innovative solutions. An aspinng

entrepreneur who is innovative would creatively
custoLr-focused, simple and understandable, through these he

would have created a marketable business opportunity for himself.

Chapter 2

IDENTIFICATION AND EVALUATION OF
ENTREPRENEURIAL OPPORTUNITIES

marketA business is simply an ^
idea to make other people’s

lives better

‘Business opportunities are
like buses, there is always

another one coming’

Richard Branson (2019) Richard Branson (2015)

Theories of entrepreneurial business opportunities
centrality of the concept of business opportunity m the study of

be overemphasized. The existence oi
in the marketplace is one of the

The

Entrepreneurial business opportunities I entrepreneurship • •

In literature, notable economists and scholars have affirmed that thej ^ entrepreneurship. There are broadly two

concept of entrepreneurship is the process through which new! major otctors mat business opportunities
'

economic activities and enterprises are invented. Peter Drucker thej theoretical P®'^®P .j.. opportunity discovery
management guru defines entrepreneurship in terms of the generation] entrepreneurship literature. They are

opportunity

of new jobs and the production of new sources of income. Moreover," creation.

Drucker saw innovation for new products or practices -

trepreneurial. In short, entrepreneurship centres on the newness of g’E^empttir'Jp'ortmhies are viewed as natural events that

ideas, products, services, or processes and the generation of vaneties world’before being discovered by knowledgeable and

in the market through innovation. Innovation m an entrepreneuna S&, persor entrepreneurs) who then seize the opportunity to

eontext implies the act of improving on or making a significant ~ persons P ^ Venkataraman, 2000). The
contribution to an existing product, service, or process. theoty of ^portunity discovery or recognition posits that the sources

Through creative destruction or innovation mechanisms, of opportunities are underused resources, different
forms of structura

entrepreneurs today can introduce new products (goods & services),^ change, and uneven distribution of k ^0985^
new processes of production, new markets, new sources of supplyj unnoticed market inefficiencies (Berglund, )■ nic

and new organisations. This is in response to the changes in the; stated that entrepreneurial opportunities reside m seven ( ) roa

market through unexpected occurrences, problems/needs of society, sources of change: unexpected occurrences, inccmgruities, process

gaps between expectations and reality. These changes in the needs, changes in the industry structures or m^ ets, emograp
marketplace are what are referred to as sources of entrepreneurial changes, changes in perception, and new knowledge,

business opportunities. Thus, in a developing economy where the .

market is constantly changing due to changes in demography. This implies that dynamic changes m macro-economic, po i ica

knowledge, and awareness levels, these changes give room to , social, regulatory, and technological changes embe entrepreneuna

them

as

en

18
17

M



opportunities. As a result of the dynamic changes in the environment! Sources of business idea/opportunity
the world's marketplace becomes very uncertain and unpredictable An entrepreneur must sornehow perceive an opportuni y ecause an

An individual embedded with high levels of alertness, access to entrepreneurial venture will only be forme w en an en repreneur

information, entrepreneurial human capital and cognition abilities, tc perceives a problem to solve. There are many sources o usmess

identify and evaluate these uncertainties in the marketplace, can ideas, which may lead to business opportunities,
^

become an entrepreneur. The entrepreneur then crafts strategies foi business ideas can translate to business opportunities, w

the successful exploitation of the identified entrepreneuriai metamorphose into business ventures. In entrepreneuna i era e,

opportunities scholars described a business opportunity as a product or service that

creates significant value, for customers and offers immense profit

sustainability to the entrepreneur. The entrepreneur is primarily

interested in the existing problem that needs to be solved for

customers. It is also reasonable to know the number of potential

who desire the solution to the problem, understand their

behavior and purchasing power, and whether the solution meets their

needs before committing resources. The sources of business
ideas/opportunities are many and varied, depending on

knowledge, experience, entrepreneurial goals. In literature,
commonly cited sources of business ideas include complaints
(observed problems), hobbies, exhibitions, changes
economic, political and technological sectors of an economy,

competition, mass media, work experience, brainstorming, surveys,

product franchise.

Opportunity creation perspective
The opportunity creation perspective sees opportunities in the contexi

of entrepreneurs or individuals seeking to create their new business

ventures which principally depends on entrepreneurial action and

imagination for its developtnent. In this perspective, opportunities are

created by the actions and imaginations of the entrepreneur and no

discovered before exploitation. The emphasis on creativity and the

entrepreneur as a history maker; reinforced the notion that

entrepreneurial action is genuinely creative but within the bounds o

imagination, thus making history instead of merely responding to it.
One of the proponents of this theory (Shackle, 1988) defmec

entrepreneurship as action in pursuit of the ' imagined deemec

possible. Knowledge and experience . serve as Uiputs to the

imagination but do not fully constrain or determine it. Another ^ perceptive observer with an entrepreneurial mindset would be able

proponent of the creative destruction perspective of entrepreneurial ^ business idea that could be converted to a business

opportunities is Schumpeter in 1934. Starting with individual opportunity, from the above listed but inexhaustive sources. For

aspirations, limited resources and an open view of the friture, and instance, in a particular community, the public and corporate
implicit negotiations with different groups of people, such as employees need clean and well-packaged water to refresh them in the

suppliers, partners, and customers the entrepreneurial opportunity sum. This can lead to business opportunities for the

emerges. As noted by Sarasvathy (2004) opportunities are the results establishment of a bottled water factory in that locality. Not all
of efforts of particular entrepreneurs striving to construct corridors business ideas can translate to the business opportunity. A business
from their personal experiences to stable economic and sociological
institutions which comprise organisations and markets in the world.

In a nutshell, this school of thought sees entrepreneurial opportunities
emerging from negotiation in the social process devoid of forecast or

prediction.

customers

one's

in socio

opportunity is an idea that is based on what consumers want i.e., it

creates customers' value and serves an unmet need.
-

For an idea to translate to a business opportunity for a typical

entrepreneur, it must have the following features, such as large

market size and growth potential, the business idea must be suitable

k
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in terms of technical feasibility, financial viability, the product, terms of a lower price, ease of use, emotional value, acceptability of
service must be generally acceptable, there must be available skill and the product in the marketplace. Qualitative market research

other resources to exploit the business idea. Others are the provide information such as customer feedback and opinions which in
entrepreneur must be passionate in the business; have immediate turn can provide insights into how the consumers feel about the

family support, managerial skill for running the type of business and product or service. Furthermore, through market research, the
the peculiar personal attributes (strengths and weaknesses) for such a entrepreneur would obtain answers to ‘what specific problem can the

product / service solve? Is the target market easily identifiable? Do

they need unique customer value from the potential products?

can

business.

In addition, the entrepreneur should seek to determine the viability of
the business by asking some evaluative questions such as ‘what need

or problem does the entrepreneur seeks to solve? ‘Who are the

beneficiaries and are they aware of unsolved the problem? Can the

entrepreneur specifically identify them and how does he/she intend to

Sizeable market structure refers to the identification of drivers of

demand and the growth potential for the product or service. Market

entry requirement and the potential market share, the product would
have as a result of its competitive advantage. Apart from competitive

reach them? Is there a competitive product/service in the market? andj advantage, market research can help us determine the breakeven units
what percentage of the market can the entrepreneur access? Howfof the products i.e., fixed cost divided by unit price, minus variable
usable and functional is your product compared to the substitutes inECosts per unit. Moreover, the lead time of the product i.e., the time it

ftakes an entrepreneur to complete an order by a potential customer,

can also be determine through market research.

the market?

Evaluating and screening business opportunities
The raison d’etre for settingup a business is to satisfy an unmet need. J^urther, research would reveal the infrastructure and capital
Thus, being in business is not about the seller but the buyer, requirements needed to start the venture. The infrastructure includes

Customers buy a product not because of its distinct size, packaging, technical resources, the entrepreneurial team skills, the distribution

or price, but because of its capacity to satisfy an unmet need. A system, etc. to support the venture. The significant margins connote
business formation originates from a business idea (a concept that can ability to generate profit that is worth the risk involved. This

be used to make money) while an idea is metamorphosed into a i^^pHes the business must be feasibly taken into consideration the

business opportunity after it is screened and found to have operating cost and the profit to accrue. Verifying research questions
commercial viability. Commercial viability implies that the idea has ^ogarding resources needed to launch the venture include:

^ . What are the capital requirements to start the venture

^ What infrastructure and supporting resources are needed to

launch the venture?

^ What time is ripe to launch the venture?

(a) Significant market demand
(b) Sizeable market structure

(c) Notable margins and resources to support the venture

Through informal and formal market research the entrepreneur can

determine the market demand of his/her potential producl/service . ^ developed economies, like the United States of America (USA)
Moreover, through market research, the entrepreneur would gather ^d the United Kingdom (UK), there are common sources of research

information regarding the target market's willingness to purchase and diat are used to validate the viability of a business idea. For

forecast annual turnover. For instance, what competitive advantage in ^^stance, the US Small Business Administration (SBA) and US

21 22
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Census Bureau can provide insight into the population of your target
market. These bodies can give us information that can be used to

evaluate business opportunities, by evaluating the normative product
ideas, marketing strategies, and trends. Others are the evaluation oi
the competition in the marketplace, availability of skills for the

entrepreneurial team, and the sources and viability of fmanciai
resources. Moreover, the statistics on the economy and trade within

your market area can be extracted from these secondary data sources

In the United Kingdom (UK), there is a list of top United Kingdon
market research firms that helps in the research on the viability of
small business opportunities. Examples are vision one, Arlington
Research, Antidote. These firms are 70-100% involved in researching
new business market opportunities. Market research which can be

embarked at any stage of the business life cycle i.e., pre-launch and
beyond helps the entrepreneur to be aware of the market trends

understand the target market, identify consumer problems ant

pinpoint his/her competitors in the market. This research repot

enables the entrepreneur to maintain a competitive edge bj
identifying the business opportunities cropping up in the marketplace
Additionally, market research helps the new entrepreneur not onl)
ascertain the quality of services and the channels of communicatioii|
provided by competitors but also assess how fierce is the competition Although these mineral
in the market which is capable of adversely affecting sales. '

However, Africa has abundant business opportunities as social and
economic problems/needs abound. Problems like food insufficiency

shelter for all clothing, healthcare, access to electricity, qualitative
and functional education, youth unemployment have not been

adequately addressed. Nigeria like most other African countries'

economies is based in extractive industries. Nigeria has abundant
cmde petroleum, natural gas, and solid minerals such as gold iron

ore, colui^me, coal, limestone, oil sand, tin, bauxite, among others
The country s sources of revenue are mineral rents, royalties, levies
and corporate tax and dividends paid on equity paid by the
transnational oil companies in Nigeria. Other countries in Africa
whose major source of revenue is from crude oil are Libya, Egypt
and Algena. Dimng the oil boom era, Nigeria's petroleum sector

SimTf 1 export value
Qw for 70% of the

rna •> government revenue, and 95% of export earnings
(Edwik, 2007). Other emerging countries in Africa that are resource-

ncn (rents from natural resources) ^
Niger, Ghana, Mali, DR Congo. They
weak in governance.

economies include Tanzania,
resource-dependent andare

, . _ wealthy African nations can translate their
: ^^ono^es to prospenty through financing sustainable infrastructure,

Entrepreneurial business opportunities in Africa fransDortador^t^eWnmm^'^^^^!-^^ healthcare, portable clean water,
Identification of an attractive and marketable business opportunitj and industrial'use howevp^^^ services, and energy for domestic

has always posed a major problem to most aspiring entreprLurs it

emerging and developing nations of the world: The question hai abuses. Furthermore thpv n notable in human irght
always been should the entrepreneur introduce a new venture, or Uent-seekine behavior institutional corruption,
new product or service, through invention, to serve an unmet n;ed itand undSSr'i"TS!!!
the market? Should the entrepreneur select an existing product O'because most of the nniir- u where they are today

service, identify its shortcomings, listen to what customers are sayin! thus thev do not not entrepreneurially oriented,

and see whether he can improve on the offering or the marketin!revenue ToLv Lt L !^ u-' depend less on oil
process? Others may seek a franchise, duplicating the tried and testei cultivated mntivntpf ** seen as a national asset to be

formula in his/her environment. devZS, TV
eveiopmg countnes. This is because entrepreneurs along with their

"novations spur economic growth which enhances job creation

'I

resource-rich

m'.r\. ’
. V
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|CleurS; 'XeIopefsSs°'£ci?'
condit,Sg,‘te^Soad"Ve'iMare SnT'L^S rSrS?''''r African
lacking m contributions. As a resultTf ih^ k '=°nt>nents is limbering, huntL and fishlnf “i'lmg,
educationally equipped enfreprene^I anfla^'T- ^-"^e"L packfi^^^^^ have
^e mostly exported in raw material fom iSn t ^Ph^Ph'^ ‘^an be LreasedS s ^ "'r ‘=™ly
For instance, the West Africa^ “ the developing economy w ^
production of cocoa beans, while it is exnortprt * ”°*®hle for the business opportunities which ca i! the entrepreneurial

the industrialized countries purchase it aL tra ^ ‘=hain analysis These are h through industry
and other forms of beverage drinks aa!t ^ transform it into coffee exploited for ecmomip^ opportunities that could be

s rfT£H“
i» Nigeria .. other iSl r.TlT’T' Por inthtnee l»"o»l f««e. t.^Z “
annually; urbanization and middle class ^ P°P“lation is increasing strategic knowledge of new busine^*
«, coupled with incLTe/t^^^^^ also on the oon^unication, dLblrid
services. The socio-demogranhic chnnnp ^ ^htative products and enable the entrepreneur to
food, shelter, clothing, ^elLtricity \Lhhf^ hiilure
domestic waste disposal. In Si ’ ^“^Ph^hty, and ^
industrial) end up in landfilk wiiJio * ^ waste (domestic and . ®^^spreneur running his/her hiiQin^^cc
bodies and the streets in m pollute the river ^^^ormation would not only miide nap* f ersearch-based
knowledge and entreorenpi , With entrepreneurial ^^®l^oss failures, but would effectivplv^ costly mistakes and
wastes c^bruserS^^^^^ infrastructure Ts ^^^o cleverty idenrirnew S
use. In the same in fom™ ^ « ^^P-^on drive." to aid his/her

and poultry feeds. ’ ^ ^ converted

0 .
-3

TTl,

P/*, -■
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as provision of

socio-cultural and
s, potential competitors,
environment, marketing

of .u strategies, which would
steer the ship of his/her business smoothly

to animal
^or more information; Visit: WWW. cfcnigeria. com



imnlications of the business project before coirrauttmg
his resources

0 ft Furthermore, a feasibility study is a document an investor could

be interested in. Banks and venture capitalists would go otough a

submitted feasibility report to determine the viability of the project

and whether they can commit their resources to the project.

Chapter 3

BUSINESS FEASIBILITY

FOR VENTURE CREATION

Project planning
refers to plans of an

undertaking to buildup
productive capacities or
diversify its business or

extend its existing capacities
Uuknowi

V Richard Branson ^

A Sample feasibility report of graduates’ transformation
centre

(GTC)
Background of the business
Gradates transformational centre (GTC) is a new training

outfit

aimed at applying transformative pedagogy to help young
unemployed and underemployed graduates to establish and manage

entrepreneurial businesses as careers of their own. Entrepreneurship

as an activity of setting up one’s own profit onented business outfit,

has evolved for centuries i.e., since humans started to live m

Study nature, love nature
and stay close to nature.
It will never fail you.

Frank Lloyd Wright (2019)

Preamble
settlements.

The preparation of a feasibility study is a requirement for painstaking
evaluation of the usefulness and sensibility of a business project. In . entrepreneurship development is a
our private lives, we mentally appraise most undertakings we embark development, coupled with employment generation

for the

on, to determine the worthiness of the project. For instance, you are ^ developing nations such as Nigeria, which has high

invited to spend part of your annual leave in an uncle's house in ujig™toyment rates for the youths, over 95% of entrepreneurial

Lagos. Before you embark on the journey you will consider b^gj^esses formed, failed within the first three to five years. The
informally, the cost of the trip, the purpose and the benefit accruable far-fetched as many principals of these entrepreneurial
from the visit, the opportunity cost of spending part of leave in the bagig managerial skills and knowledge, which results

uncle's home, the experience and the means of transportation, etc. education. Entrepreneurship teaching is the
The evaluation of the above experiences would help you determine pjggg^g ^bat aims to improve the skills set as well as the knowledge of
the possibility and worthwhileness of the journey. In the same vein, aspiring and existing entrepreneurs. It helps aspiring and existing
we formally carry out a feasibility study of a business project or gntrepreneurs through online training seminars, workshops, coaching
venture to gamer information regarding the various elements of the mentoring; achieve their goals, by applying their entrepreneurial
proposed business such as what the business intends to do the j These programmes help new firms or ventures to start better,

location of the proposed business, the form of ownership and the ’ i^g^g jbe business template and achieve their goals of growth and
financing ofthe business, the marketability of the business's products development of their national economies. Ten notable developed

or services and the growth of the target market, etc. A well-prepared ggo^gj^gg ^bere entrepreneurship development is highly practiced
feasibility study serves different purposes: firstly, it is equivalent to a j^gj^^jg Norway, Netherlands, Singapore, Canada, Sweden,
business plan, which serves as a reference document for the operation Switzerland United Kingdom, United States, Germany and Japan
of the business. Second, it enables the founder of the proposed (CNBC corn) In Africa, only a few countries have made insignificant

business to think thoroughly about the financial, social and technical

tool for economic growth

'--if
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cMsro™econo^c^ba^^cfaesTinT« bachelor's and master's degrees in Business administration, he also

the Graduate transformation centre (C^r^' ^ doctorate in Business Administration. As the leader of the

and imnart pntrf>nrp • i (GTC) was established to explore team, his critical role includes the provision of the firm’s vision

young Lpiring and organizational structure and communication protocols, motivation

™r ventoes T^rnrolcn^ empowerment of staff and
teer^na r t r- ^asible as Africa has a large effective time management,

ming population of graduate unemployed youths and a high
business formation rate. ^

Environment and industry analysis
rnr«««« /u • . levels of domestic investment, education,

GradLe • effectiveness, and high rural-urban migration are some socio

firm P r fir I, (GTC) is a niche business consulting economic factors that significantly affect economic growth and

coTsulin^fi^ development in Africa. Others are high rural-urban migration,
asnirinp 'f- entrepreneurship for poverty and high crime rate. Literature has it that entrepreneurship
erLiiafpc^f t!?- entrepreneurs. Unemployed explained the variations in the growth of countries. Thus,
finanpio! ‘^“‘’■oos to gain their entrepreneurial business development, which could be in duplicative
break the w” '''f undertake our training programme and form, can be instrumental to economic growth in Africa,

aimp^ poveHy. This entrepreneurship training outfit is Entrepreneurship boosts economic growth by introducing new

pnh-pr, I young graduates the skills of establishing an lochnologies, products and services. It provides new job

Darticinam^5kfik”T^ m ^TC 'vill impact opportunities, increases the productivity of workers, firms and
onnnrtimifipc fi ' entification and exploitation of business economies. Moreover, it empowers the poor and is an impetus to
firm’c pn=tp’ product/service, satisfying the innovative tendencies. In line with economic parlance,
rpqmirppcf I'epeat purchase, managing human entrepreneurship is the engine of economic growth. In Africa
Thp^p arp ^ performance and running the business ethically. however, government ineffectiveness as a result of poor governance

hiisinp^ Ml °f entrepreneurship that no ^as adversely affected the growth of entrepreneurship through
Nwachnoa«;m°°T ""fi i formal classroom. Mr. eormption that has not only crippled economic growth and
Accoutitfnaanfi^'^^^^-?u‘?'^^ (ACA) has a background in development but also negatively affected the quality of education

accounfino fi-n ™™®® '''^h his Bachelor's and Master's degrees in (P°or infrastructure and curricula mismatch with current industry
exneriptipf’anfiT,, ^ foremost university; he has hands-on needs), efficient energy supply, portable water supply and motorable

of stnnil fine' accounting.and financial management •'ends, which are factors that boost entrepreneurship to mention but a
ot small business organisations. Mr. Addah Emmanuel holds a Ph.D. ^w.
m Information Technology (IT) University of Benin, Benin City He

ystems, ICT training for small-scale business organisations. Dr

Isimoya, O. A. who is the leader of the team is a management guru

particularly m marketing and insurance functional areas. Aside from

government

-1 r. ; t-G •7T="Ji. ■

The management consulting industry in Nigeria is of various sizes

and ranges. For instance, we have sole proprietors consisting of a
single consultant; small business organizations consisting of a small

number of consultants e.g., Novatia Consulting, Business On Top.
Others are mid-to-large consulting firms such as Workforce Group
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banditry, etc. Moreover, it breeds frustration, prostitution, rapist,

increases preventable deaths, lowers self-esteem, economic growth

and financial independence. In preliminary research, I found that

there are no formal entrepreneurship teaching consultants except for

Fate Foundation and some government-sponsored agencies

programmes such as the National Directorate of employment (NDE),

President Buhari N-Power Programme, Youth Empowerment and

Social Support Operation (YESSO), President Goodluck Jonathan's

Youth Enterprise with Innovation (YOUWIN) whose implementation
is not politically neutral due public official corruption. Since the

supply end of the graduate, entrepreneurship development market is

poorly served, I do not doubt that there will be minimal competition

and marketing expenses to confront, in my venture.

and multinational consulting corporations Mckinsey & company,
Boston Consulting Group (BCG), Ernst & Young (EY) KPMG, and

Price Water house Coopers and Deloitte.
Currently, management consulting in Nigeria is involved in the

following areas:

> Strategic consultancy services: These consultants are

responsible to help clients to focus on strategic topics such as

corporate and organisational strategy, economic and political
policies, and corporate functional strategies. They carry out a

lot of quantitative and analytical responsibilities, advising
overseeing implementation.

> Operational consultancy services: These are consultants that

help to ensure that clients improve their corporate
performance. Advisory services, hands-on implementation
support, who work side by side with experts in-house.
Financial advisory consultancy services: Consultants operate

in an advisory capacity in the finance functional area and other

flmctional areas of the corporation such as marketing, human

resources and production facilities management. In the Nigeria
management consulting market, there is a niche market

unattended to, i.e.. Graduate entrepreneurship development.

Surveys

! Marketing plan
The target market of GTC consulting is the teeming unemployed

graduates present in all African nations and other developing nations
of the world at large. This market has common identifiable features

and needs that GTC can satisfy. This segment of the market has the

demographic characteristic of age range between 18-30 years, they

are well-read in their chosen discipline (possess Bachelors and even

Masters Degrees) and sadly unemployed, financially depended,

anxious, frustrated and often depressed.

>

• V

Few there are, if any, management consulting firms in Nigeria, who
are focused on entrepreneurship development through training of
young aspiring and upcoming entrepreneurs, through workshops, The trend in this market is an annual growth rate of 2-5%. For

coaching and mentoring, on how to identify and exploit business instance, in Nigeria, the number of educational institutions producing
opportunities, establish and manage own business ventures. It is the these graduates is continually increasing in number. Currently, there
intention to fill this gap that GTC was founded by the proprietor Dr. are one hundred and seventy-four (174) federal, state and private own
Isimoya, O. A., a vast experience lecturer in the faculty of universities while polytechnics stood at 134, similarly owned by
management sciences at the University of Lagos - university of the federal, state and private institutions. The competition in this market
first choice and the pride of the nation. Graduate unemployment by with regards to entrepreneurship development is very minimal as
population rate has reached 25% in Nigeria. In short, the National there are not many formal establishments focused on training young
Bureau of statistics according to Vanguard newspaper, 17 December graduates on entrepreneurship except for fate foundation based in

2019, stated that 36.26% of recent graduates are

doubt, unemployment fuels crime, such as kidnapping, insurgency, technology (ICT), GTC has the opportunity to reach out to all

unemployed. No Lagos. With the advancement of information, communication
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A whiteboard or flipchart
A video projector screei^an ordinary projector screen

> A good internet connection
> A laptop computer or a tablet , j . ,

Electrical outlets e.g., plug sockets and adaptors
A coffee/tea machine and water fountain

unemployed graduates in all African nations and the world at large,

via internet services. Thus, with internet services, our projected

market share is not below 60% in Nigeria. Our market share will

grow annually as we provide an amalgam of services to these young ^

and upcoming entrepreneurs. Apart from online training services, we >

also provide face to face training, coaching and mentoring the) >
where the trainees and the trainer can meet fori

>

organized training conductedentrepreneurs
interactive sessions With regards to e-leaming, webinar or

i over the internet the facilities needed include.
microphone: Examples are Audio-

Headset; Sennheiser PCS
Audio-Technica and

Our communication with our potential customers through social

media platforms such as Facebook, Instagram, Linkedin, YouTube,

Twitter, Podcasts, blogs and websites is part of our marketing plan.

Unlike consumer products, which utilize trade magazines, direct mail,

promotional brochures, etc. to promote and advertise their products, ^
which are expensive and yet limited in effectiveness, GTC will be

omnipresent on all social media platforms. Another marketing

strength for GTC is unlike commodity goods we do not need a sales

force or sales representatives to sell or distribute one service, at the

local, regional, or national level. The pricing policy of GTC will align

with the value of knowledge transformation we are passing on to

participants. Our internet-enabled learning will transform our

participants from financial dependence, depression and fhistration to

self-confidence, autonomy, flexible schedule and financial freedom.

Quality headset with a
Technica BPHSI broadcast stereo
USB ON-Ear Headset. Brand names

1.

are

wS2 webcam: An example of a high-quality webcam for
::SsTs Razer Kiyo, as the brand nam. ^o^er ex^is the standard webcam for webinars i.e., Lo^tech cyzu

nu

?.r,h"..d name is LogiBoh. Today W. of comp„,» and
iSops have got built-in webcams that can be used for
webiLs. However, video quality can be improved with

3 Mmtech webLar platform: Martech webinar platforms
Lt and customised specifically to
of marketing and event professionals. They are essentia

4 good »..gh to, use in

Onera A Reliable internet connection will enable me

chat It ’is interactive between presenter and Participants
transmitted over the web using video conferencing.

Moreover

a“ etoar platform allows you to educate, instruct,
and

V

r.

are - P ■
.T 'ifTT.-

p ■

Operation plan
The business consulting and entrepreneurship teaching operations

plan will stress elements related to service production. In service-

related businesses E-leaming courses are increasing yearly over and
above the interactive, physical face-to-face training. However, where

the participants and the trainer will be active, in a physical and
interactive setting with still retains substantial appeal. This is

particularly tme for young aspiring and upcoming graduate
entrepreneurs who have not been exposed to the world of business in

all their life. For such interactive training the facilities the consultants

need to include:
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optionally sell to an audience through the live presentation. It Total sources
may include slides, video, interaction live chat. Examples oi

the platform are live storm, Zoho meeting, Click meeting
GoToWebinar, Everwebinar Demio.

Lighting: Use different light sources, depending on how big
the space for lighting is. Balance levels of light from above,
behind and sides to provide a balanced amount of light to

avoid shadows. Use the same colour of light all around.
Speakerphone: If there are many presenters in one room, a

speakerphone could be used. It consists of a microphone and

speaker. The speaker allows sound transmission for a distance

and removes acoustic echo and noises.

Uses of funds

Property

Equipment
Working capital
Total uses

Fig 1 Sources of funds

xxxxx

xxxxx

xxxxx

xxxxx

5.

2019

6.

Cash flow statement
This statement is very important to an entrepreneunai venture. When

the proprietor runs out of cash, he runs out of business. Starting from

the opening cash baiance, you add aii money that comes
into the

and subtract aii the expenditure for quarteriy, monthly, or

a

Financial plan

The financial plan is where you bring together information from

previous sections of your business plan such as marketing, operations,
etc. to form a viable profitable business. Projections should be the

best estimates of future operations. Elements in the financial plan
include:

^ Sources and uses of funds

> Cash flows projections for three years
> Balance sheet

> Projected income statements for three years
> Breakeven analysis

Depending on the type of business the details in the preparation of

these documents vary. For GTC consulting firm the following
statements can be prepared thus

Sources and uses of funds

This statement illustratively shows where money is coming into the
business and how managers are spending it.
Term loans

Lines of credit

Equity investment

business

yearly.

Opening cash balance
Add: Cash receipts

Receivables

Loans

Total receipts
Less: Utilities bills

Salaries

Leased equipment
Loan repayment

Marketing expenses
Miscellaneous expenses

Total disbursements

Increase/decrease

Closing cash balance

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxx

xxxxxxxxxx

' Projected income statement
The projected income statement

. not 100% accurate. The objective of profit and loss statement is to

make a close approximation of what sales revenue and expenses will

which is a projection of the future is

xxxxx

xxxxx

xxxxx
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be in the worst and most likely scenario. The practice helps to benefits of feasibility studies report
anticipate more likely projections. literature on entrepreneurship will not fail to state that a

■ • . , ■ . Feasibility study report or business plan is sine-qua-non for
The worst scenano is where environmental vanables that arer ^^rial success. This is because commercial bank managers,

uncontrollable to the proprietor such as the government closing a roadP venture capitalists, creditors, etc. who would want to fund
to your business location as a result of repairs, terrible environmentair ’ osed business, would consider the entrepreneur as not
conditions, such as COVID-19. In COVID-19 many businesses were' . ^ jf he/she has not thought through the key elements of hisdier
closed down as a result of lockdown orders. The most likely scenario.^ feasibility study report will enable him/her to consider

is where everything within the business environment goes out ^3,^^ proposition, competitive differentiation, staffing,
positively. For instance, customers are always there for patronage, . administrative structure and all assumptions earlier made,

competitors are unable to imitate your strategy. ’

7^
.4

r •y .

• •

Second, your feasibility report would enable experienced business

practitioners to critically review your proposed business plans and

sffer candid advice on how you can exploit business opportunities

ivithin the operating environment and minimize the weaknesses.

Application of SWOT analysis will help you capture missed business

ppportunities and strengths while minimizing threats and weaknesses

Df the business emanating from the environment. Thirdly the financial

projections such as cash flow statement, profit and loss statement of

ftie proposed business, would act as the initial financial budget, as a

:heck on the planned operating performance. A considerable
leviation of actuals from planned results would call for

investigation to take corrective actions.

Takeaway: Business feasibility studies
In the business world, a feasible idea leads to the project which, in

Cum gives birth to a product and the product in turn spawned into a

business venture. In today's business environment, there are a lot of

Jncertainties, resulting from the dynamism of the environment, thus

exposing business owners to lots of risks. To survive in the operation
3f a

feasibility study that analysis the viability of a project and long-term

*ustainability. As a result of environmental dynamism, business

incisions and strategies taken today may be found inapplicable
®morrow. Thus, management of every business setup must keep in

5ace with the changes in society. The hope of getting customers to

Sales:

Online & face to face training
Coaching

Mentoring

Business consulting
Total sales revenue

2019 2020 f;

xxxx xxxx

r
xxxx X

xxxx xxxx

.1

xxxx xxxx

xxxxx xxxxx

Cost of sales:

Training
Coaching

Mentoring

Business consulting
Total cost

xxxx xxxx

xxxx xxxx

xxxx xxxx

anxxxx xxxx

xxxxx

xxxxx

xxxxx

xxxxxGross profit
Expenses:

Salaries xxxx xxxx

Advertisement

Travels & entertainment

Rent

Bills (utilities)
Dues

Total expenses
Net profit

xxxx xxxx

xxxx xxxx

xxxx xxxx

xxxx xxxx

xxxx xxxx

business, the aspirant entrepreneur must carry out a
newxxxxx

xxxxx

xxxxx

xxxxx

t

>\

7
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I e your ran , encouraging them to patronage your busine unforeseen circumstances that can affect the business. It should be

regu ar y, thus generating profit are the goals of every business. noted that a feasibility study does not forestall business failure. There

easi 1 ity stu y will help to determine the practicality of ti are some internal management deficiencies such as sheer

usmess. t elps to answer questions plaguing the mind of th incompetence, dishonesty and inability to recruit talented staff and

entrepreneur with regards to the potentiality of the target market an external unfavourable factors such as change legislature,
site ocations. Others are the evaluation of current competitiol demographic shifts and catastrophic events like fire and flood that can
operationa costs, mariagement team and the review of the industq pave the way to business failure. The significance of this management
ust as e name implies, a feasibility study analyses the viability c control document cannot be underestimated; however, it should not
e project and helps to predict the likelihood of success and failurt be taken as a one-size-fits-all tool to avoid business failure and a

in an uncertain business environment.
guarantee for business success. Broadly feasibility study covers three

T T ^ 1 4^ u j sections with regards to business viability. The first section deals with
e a resu t o the dynamic environment is a constant th the suitability of the product/service to the market members, irsk

minimize the uncertainties, an analysis, legislations applicable in the marketplace marketing
^ management of a venture, the firm must changj strategies, organisational success factors and organisational structure,

adapt and incorporate new products and ideas into the business mil

WiAout proper planning and forethought, these moves are uncertafi The second section is the technical section; which appraises the
an on y a easi i ity study can provide some certainty. ] cutting-edge technologies needed in the industry, the security and

A feasibility study is a business document which specifies where The final section is the co™cial section
potential business should operate, how it will operate (theCe °Pf"honal expenses, costs of machinery, tools and

busine<!<; ctnirhirpi ^ f f ♦ u ^ j j d ^^^^pment, costs of product development and financial forecast for
Dusmess structure) the competition to be contended with, likel( the business
business challenges, the finance and funding
commencement. The study also provides an operational map to gui(^
the execution of the entrepreneurial vision.

sources

For more information; Visit: www. cfcni^eria. com

Given the above, it means that a feasibility study if thorough)
executed, helps to determine the extent of the profitability of tb

project. It also helps to acquire knowledge about the venture befol|
investing time, finance and other resources into it. It facilitates tb

success rate as numerous parameters have been appraised. Futui*

investors have information with which they can evaluate the ventur)
It also shows the smoothness of the operations of the business bod

for short and long-term goals. Feasibility study aids management i*
decision making, thus improving organisational performance
Through the feasibility report, management can identify tb

challenges, strengths, weaknesses, opportunities and threats which ai*
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To recognize business opportunities, the aspirant entrepreneur
should

IroSn^is/her mind with new experienee gamed from travelling,
meetog new people, learning new language, reading new

boote

haps unrelated to his/her discipline, attending seirunars riding
Lwspaper, magazines and trade journals, shanng ideals

with frien

and mentors and internships.

Chapter 4

SETTING UP entrepreneurial VENTURE

Good business leaders \
create a vision, articulate '
the vision, passionately
the vision and relentlessly

drive it to completion y

Jack Welch (2016) /

f ‘A big business starts ^
Small (Richard Branson)

You don’t build a business,

you build people, and then
people build the business

V (Zig Ziglar) (2019) >

An entrepreneur perceived business opportunities while ordma^
neoole perceive problems. An entrepreneur focuses on

societal

nroblem^ that he/she can proffer solutions to; or changes which

re^an make to existing itlings or processes, inventions and

creative ways of marketing. The invention to your stakeholders
or

community, could be outright competition hy creating
a better, fast ,

more reliable, cheaper product, service or process, than existing on .

own

- business to achieve financial freedom
is well managed and profitable).

Many people desire to
(where the business
Entrepreneurship is the dream of most Nigenan youths, however,

many worry that they don't have enough money, time, or expenence

to start and operate a business. You can create a startup by using yom

creativity and intelligence to market what people m your coiMumty

need want or enjoy? Your neighbourhood which could be your

market is known to you than anybody else. Entrepreneurship
is

connecting your business ideas to the needs of the market. This

means that an exploitable business product or service should provide

benefits such as ability to make life more pleasurable, or a solution to

a given problem (pain point), or a reduction to potential
customers

aggravation, enhance its attractiveness and tastefulness (if edible).

own a

Starting a business & self-evaluation
The Dreliminary steps in starting a new

the competitors and their modus operandi in the
of the legally accepted business structure in the mdus^

and/or the

locality, finZco and funding sources, business risks,
time for commencement, the human resources
availability. With regards to the target market, you

have Imowledg

of them, as they could be your friends, neighbours,
at work, and former schoolmates and classmates. Others

are

determining what you want and you love to do (passion) whc4er you

can do it (skill) what unique customer value you want
to create fo

customer, and «hem you want to locate your busmes,
and live.

business include discovering

;■

• K

.Jil* .•T-.
W-v-

:

of
Evaluating an exploitable business opportunity is the process

determining whether the business idea offers valuable opportunity

worth exploiting. Such evaluation should be able to provide answers

to the following questions - Ts there a need the product can satisfy^
and solution feasible?’ Ts there competition in the

conveniently assess the human

skill, vLeL wants to use and create, the ™
type of business to run and where he/she wants to live.
self-evaluation would lead the entrepreneur to find out among other ,

his strengths and weaknesses, his type of personaltoes ^ch
extroverts, assertive, visionary, perfectionists etc.

e typ

Ts the use

market?’ ‘Can the entrepreneur
needed for the exploitation?’

as

resources

42
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but also to identify his competitors. Moreover, understanding
the characteristics of your target market in terms of the

demographic shifts such as age, sex, income, and education
coupled with understanding what and how competitors have

been serving them, are critical to delivering your customers'

wants satisfactorily

Mission and strong name; Knowing what is the mission of

your venture, the strengths and weaknesses of the business,
can guide your decisions. In addition, having a strong
i.e. a name that can easily be spelled and pronounced can make

you stand out and have a significant impact on your
achievements.

Structure and tax burden: The form of ownership structure for

the business venture chosen by the founders at commencement
has many implications. Ability to meet up with payment of

taxes timely and the types of taxes, levies payable may be
dictated by the structure chosen. '

Finance and Product: Venturing into a business requires
capital that the aspiring entrepreneur may not be able to raise

easily. Therefore, raising capital for the initial take-off is a

hurdle. However, if your product or service is good and

significantly differentiated from that of competitors in

meaningful ways, patronage and turnover could be enhanced
through bootstrapping.
Business risk model and plan: Before the launching of

business the aspiring entrepreneur should know and plan]for
the risk in the industry. Risk varies with the nature of business;
knowing the business risk would help determine the type of
insurance to purchase. A business model is an organizational
arrangement that helps a company to create its value and make

money for itself The business model is the foundation and

main idea of the business. The business model, therefore,
comprise the following:

personality will influence the type of business (hospitality, school

management, health care) etc. an entrepreneur wants to venture into.

Other qualities that one should appraise himself against include

interpersonal relationship, adaptability and flexibility, physical and
emotional stamina, business management or managerial skills,
previous work experience and the availability of business seed

capital.

ii

2.

There are so many risks associated with starting one's own business.

We cannot wish it away or eliminate it, but the good starting place is
to evaluate one's strengths and weaknesses as an owner of a business.

While owning a business has been your dream, managing it [
successfully, may prove difficult because of a lack of management
skills.

name I)

I,(

- -.v •>-c

The business outcome is unpredictable; therefore,
entrepreneurship is an adventure.

-•U

At the onset of a new business, the founders should address the legal
form of the firm, although there are at least three different forms 4.

(Sole Proprietorship, Partnership, and Limited Liability Company) of:
business owners in Nigeria. However, most entrepreneurial ventures

are sole proprietorships. A sole proprietorship is an owned business.

It is the oldest and simplest form of business ownership. It is easy to
form and to quit as it is solely owned and one cannot separate the
business fi:om its owner. Legally, there is not much official

documentation before statutory authority. For instance, for tax 5.

liabilities, the owner and the business are considered as same. For tax,
this implies that tax authorities cannot tax the business owner and the

business separately.

Instructions before starting an entrepreneurial business
Owning and managing a business can be challenging, therefore

stressful. Experts, therefore, caution that before establishing one, you
need to adhere to certain instructions.

Research; The aspiring entrepreneur needs to carry out

research not only to determine the size of his/her target market'

a new

1.
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start ot the business.

Great website and strong salesperson. Marketing continually
and becoming a strong salesperson is the bulwark of
entrepreneurial success. To succeed, you must sell your

business continues to your target market and potential
employees. You are likely to be extroverted, confident,
positive, and trustworthy. Additionally, you must also
continually attract, build and educate your target market about

your business, through social media (Linked In, Facebook,
Twitter, Pinterest, etc.). You must also network continually,
writing content marketing, getting feedback by listening to

your

website is sine-qua-non for running a business in this digital

age. All stakeholders like investors, customers, potential
employees usually check out your site; therefore, your website

should be professionally designed. Ensure the site is:

> Search engine optimized
> Have high-quality content marketing postings
> Loading efficiently
> Clean and simple
> Efficient and navigation bars prominent
> Mobile optimized.

Strategies for successful entrepreneurship
Once an entrepreneur has chosen the right business opportunity that

matches his interests (hobbies), technical skills, work experience etc.

the entrepreneur would need to strategize on the human, financial and

physical resources needed by his team for success in the venture.

Aside from recruiting high talented employees, the entrepreneur

should recruit and nurture a co-operative and harmonious team,

which if retained; strategic decisions, difficult issues and conflicts

could be resolved through brainstorming.

additional benefits your products or services give to yo(

target customers

> The activities underlying your business idea e.g
distribution, marketing, management, and their costs

> The unique selling propositions
> The innovation and competency factors coupled with a

ongoing competitive advantage would make yo#
product/service stand out from the crowd.

6. Timing and employees: Timing is a significant element c

building a new venture because it helps to identify when I

move in into your prospective industry. For instance, is tli

industry expanding or contracting? For the agricultu^
industry, is the product in season or out of season? Th

employment of talented employees is very crucial in launchi^
a new business. Before you hire new hands into your teai

make sure he/she has relevant and cognate work experiencj
you have to examine his/her academic credentials at
references. Furthermore, you must ensure that the potenti
employee signs employment 'at will' letter/form, as a che(

against unnecessary litigation when terminated for any reasoii|
7. A mentor and a professional: As an aspirant entrepreneur yo

should not be a lone-ranger. You are treading on the pati
others have trod, therefore networking with more experience!
entrepreneurs and professionals in the industry would b

advantageous. Thus, as an aspirant entrepreneur, you shoul

endeavour to attend industry-specific workshops and eved

and meet with opinion leaders in the industry. Appointing]
coach may be a better alternative. An entrepreneur is not a jac

of all trades, who knows everything with regards to running]
business. For instance, it is extremely important to have leg*

counsel for preventive and proactive legal preparation, afl

then invite legal counsel when you run into a probleil
Similarly, hiring an accountant to help handle your busine^

finances is a wise decision for the entrepreneur. To guaranty

8.
A

t •

customers and following up after-sales. Your great

4645



Criteria for choosing the right business opportunity
Deciding on what is the worth of a business opportunity to embrace

is often difficult, whether the business opportunity is for expansion of
existing business or entirely a new business undertaking. The

following are some variables that the entrepreneur needs to consider
on - market size (through market research to evaluate the demand of

the potential product/service), the management skills set, the

entrepreneur’s passion, and relationship with technical people who
can exploit the opportunity or potential investors or customers to

make the opportunity run smoother.

Small business ideas

Prior the development internet services, entrepreneurs ventured into

small scale brick and mortar businesses. Examples of businesses

which entrepreneurs ventured into include baby -sitting business,
baking, catering, auto repair services (mechanic), entertainment,
handicrafts, lawn cutting, growing plants (flowers), house/office

cleaning, laundry service, courier, painting, furniture, pet

photography, t-shirts, tutoring, tailoring, typing services.

With the growth of service economy aided by the internet services,
there are daily evolution of virtual small businesses that entrepreneurs
are keying into. Examples are online shop, online bookkeeping,
affiliate marketing, data analyst, consulting, digital marketing

campaign manager, search engine optimization, self-publishing,
content wnter, blogging, you tube stardom, image consultant,
language teacher, online teaching video marketer, social media

advertising specialist, etc.

Entrepreneurship also builds self-esteem to the entrepreneur as he has

created a valuable object or project that serves useful purpose in the
society.

On the reverse, entrepreneurship is a challenging career, though it is
highly rewarding. Some of the challenges an entrepreneur would

contend with on a daily basis include loneliness, self-doubt,
competition, business unforeseen contingencies, such as bad debts,
unpaid bills and taxes, loss of market share, staff turnover and

dwindling working capital. Others are fear of business failure,
discouragement firom family and fiiends, financial insecurity, long
hours of work.

Takeaway: Starting your entrepreneurial venture
Starting a business venture of one's own requires critical thinking
through and decision making; however, not ignoring the individual's

instincts. It requires self-analysis, internal and external business

environmental analysis. As an entrepreneur, you must be aware of

your competitors, to match up or exceed their offerings. Continuous

innovation and the creation of your unique selling proposition will
overcome competitors' antics. A young entrepreneur will end up
working harder and longer hours for himself than he can work for

another. Thus, you must be prepared to make sacrifices in your life’s

comfort to establish your business. Providing good service and

quality products is crucial to gaining customers' loyalty and

patronage. Your services must be customer-oriented; the business and

Its customers would be in a mutually rewarding relationship.

B e ^ .. ' ^®lf*Assessment Questions

Entrenrenevtfshin^Ls^hnfrenrtli ^ rl tr, - a ' ® Discuss the pros and cons of owning an entrepreneurship
entrepreneurship has its strengths and weaknesses, gams and losses. venture. ^

^ ef^ins) entrepreneurship grants (II) For a potential business venture, you want to establishindependence to the entrepreneur. He IS not answerable to anyone evaluate your potentials. ’
himself only. The entrepreneur is also following his hobby; therefore,

Strenre^S"'^ he '^wJli is well managed by the For more information; Visit: www.cfcni^eria.rom
entrepreneur, he will receive bountiful financial reward.

care.
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Chapter 5

RAISING MONEY FOR BUSINESS VENTURE

Importance of financial records
Keeping accurate financial records for

business success and cash flow i.e., cash moving into and out of the

business at a specific point in time. Proper financial records c

[complete availability of diverse business financial documents, such
profit and accounts, cash flow statement, balance sheet, etc. These

documents help to ascertain the financial state of affairs of the

business through being able to determine how profitable is the

business, identify areas of strengths and weakness e.g., Stars -
product with high market growth and market share Cash-Cow:
Product with low market growth but high market share and Dogs:
products with low market growth and low market share.

business, helps to tracka

ensure

as

Business is still more

often about whom you
know not what you know

Unknown

One of the best ways
to attract capital is to

outperform the competition

Joao Atlanati (2023)

Many small businesses may require some handy thousands of naira t

get started. There are a lot of obstacles to getting finance from tb'through financial analysis, ratios are computed which helps us to
financing institutions, however, these obstacles are designed to above. Without it, the business is susceptible to

out those who may not be thrifty enough and could not survive jf^^P^oyees’ counterproductive behaviours such as poor inventory
business management. In another perspective, any entrepreneur management, planning and decision making
is unable to personally finance his ideas to set up a business may financial records can result in audits and penalties,
be able to manage a business. Starting a business is easy, howevd^^^P‘'^§ financial records is not difficult, it is only time-consuming,
running and funding, are the hurdles. it through books, software, programmes, and courses

on how to read and prepare financial records which are available in

mniversiiics, and colleges. Staying on top of accounts and tax

jobligations is the number one piece of advice to

•i:

Sources of nuance for the entrepreneur
In a nutshell, the source of finance for your business is broad

classified into two: Debt and Equity i.e.. Other People's Mom

(0PM). For instance, personal, family and fnends. Personal saving
borrowing from fnends and family members are classic and reliab

means to start off a business venture. Family and friends can trust tbj
entrepreneur with funds; for initial take off of the business. Om

sources are government grants, equipment lease, trade credit and so!
loans from government owned financial and institution such as b£

of industry (BOI) and subsidy. Furthermore, venture capitalist, an;
investors, crowd funding and incubator or accelerator, are also cht

sources of entrepreneurial business finance.

an entrepreneur,

udits; An audit is the appraisal of the business financial books by „„
utsider or professional. When government agencies suspect that

here is some measure of dishonesty in financial records, the

;»vemment can appoint an external auditor that would examine the
ecords within seconds

an

fh registered small businesses are expected to record their financial

f^^nsactions in their financial statement which contains the following
at-counts cash book, petty cash book, customer sales, purchase book
^counts, wage book account and ledger book. Others
^'dger balance sheet and profit and loss

are general
account.
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Types ofRatios
Tlie popular classification of financial ratios

- Liquidity ratios
- Leverage ratios
- Activity ratios

- Profitability ratios

Financial analysis

In the previous paragraphs of this section, we discussed the basi

financial statements of small business organisations. For instanci

cash books, ledger books, balance sheets, and profit and loss account

financial statements that show the true financial position of the

firm. Financial analysis is the process of identifying the fmanciaj
strengths and weaknesses of the firm by establishing relationship^ From the illustrative balance sheet as of 31®‘ Dec 2019 and the profit
between the items of the balance sheet and the profit and loss and loss account of Adebayo Enterprise, we can compute some of the

account. The nature of financial analysis would depend upon the ratios under each of the above classes of ratios that are very important

purpose of the analyst: For instance, trade creditors would be to the entrepreneur

interested in the liquidity of the firm i.e., whether the business woul^
be able to meet its current liabilities obligations. The lender would be

interested long term debt solvency, survival, and profitability ove

are

ADEBAYO ENTERPRISE

Balance sheet

As of 31 December 2019

AssetsCapital and Liabilitiestime.

Share capital:
Equity share capital(35,000

Shares) N 350,000
performance and position of a firm. Whatever ratio we have afte go/^ Preference share capital
analysis should be used to compare some standards. A single rati^ 200 000
does not indicate favourable performance or non-favourable unti

when compared with some standards.

Ratio analysis: Ratio analysis is a powerful tool of financial analysid

The financial ratio is used as a yardstick for evaluating the financial
Plant and machinery

N 1000,000

Less accumulated depreciation
250,000

Plant and machinery, net

750,000
Goodwill

140,000
Stock

150,000
Debtors

100,000

Prepaid expenses
25,000
Marketable securities

Reserves and surplus
200,000

Long-term loan (6 %)
100,000

Debentures (7 %)
250.000
Creditors

; 60,000

Bills payable
20,000

Accrued expenses
20,000
Provision for tax

65,000

Examples of the standard include
- Ratios calculated from past financial statements of the sam

firm

- Ratios developed using the projected or proforma financi*

statements of the same firm

- Ratios of selected firms especially the most progressive ant

successful at the same point in time
- Ratios of the industry to which the firm belongs.

If you compare a firm performance, when you compute its preset

ratios and compare it with past ratios, you will be able to see tb

direction of change - whether favourable i.e the firm's financi^
performance has improved, deteriorated, or stagnant

75,000
Cash

25,000

N 1,265,000 N 1,265,000



52,500
Reserves, ending balance
200,000

N 268.500

Net profit during the year
150,000

ADEBAYO ENTERPRISE
Profit and loss account

For the year ended 31 December 2019
Sales: Credit

N 268,500

N 1200,000 (1) Liquidity ratios
(a) Current ratio

Opening stock
N 175,000
Manufacturing cost

1,075,000

Current assets

Current liabilities

375,000.00
165,000.00 =

has enough liquidity to meet up its

300,000Cash

N 1,500,000 2.27:1 times
I

1,250,000
Closing stock
150,000

Cost of goods sold
1,100,000
Gross profit
400,000

This shows that the firm

obligations
Current assets - stock

Current liabiliti^
200,000.00

165,000.00

In acid ratio, stock and prepaid expenses
ratio looks for assets that can easily be converted to mon y.

(a) Quick or acid ratio

= 1.21:1 time

removed, because quickare

N 1,500,000 N 1,500,000
General & administrative expenses Gross profit

N 400,000
Other income

9,000

35,000

Selling expenses
25,000

Depreciation
50,000
Interest

23,000
Income tax

126,000

Net profit
150,000

Leverage or (Capitalization) ratios

(a)JDebt
Total equity

350,000.00
750,000.00

The firm is financial by 14.67% long term debt

0.1467:1

(b) Coverage ratio
Interest coverage= Net Profit before interest & taxes

Interest charges

1 nnn + 23.000 + 126,000

23,000

N 409,000

Reserves, beginning balance
N 118,500

N 409,000
Preference dividend

N 16,000

Equity dividend 54

53

1 J
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Net profit margin Net profit after tax299,000.00
Sales23,000.00 13

times
150,000.00

1,500,000.00 = 0.10
(2) Activity ratios

Activity or turnover ratio are employed to evaluate the efficiency
with which a firm manages or utilizes its assets. Popular activity
ratios are

(a) Inventory turnover ratio

10%

Net profit after tax
Total assets

(b) Return on assets

Sales

150,000

1,265,000
11.85%

Inventory or closing stock
1,500,000.00

150,000.00

.11:85

10 times

(b) Debtor’s turnover Takeaway: How to finance your startup
In this chapter, the various traditional sources for raising funds to

start your business have been discussed; however, getting the

required fiind is not without some constraints. Examples of traditional

include borrowing money from friends and family members,
banks, and venture capital. Other sources of financial assistance are

trade credit, equipment lease, equity, incubator, government grants,

etc. Each of these sources has its specific challenges that can frustrate

the efforts of an aspiring entrepreneur who is in dire need of funds.

For instance, in family and friends’ source of fund, which the most

likely source, few are the friends and family members who would

part with their money to invest in your business, when they have no

track record or pedigree of your financial management. Second,

banks do not invest their money in your business if they do not have

evidence of your past business management. The venture capitalist is

only interested to invest in your small-scale business if there are

likely bright prospects and you are prepared to grant him a stake in

running of the business in the future. In addition, your business

niust be scalable and has its business model, and not rely on

competitor's model. Though a high percentage of start-up business

failures in most developing countries of the world are attributable to a

lack of funds to finance the initial take-off of the venture, an astute.

Credit sales

Debtor

1,200,000.00

100,000.00 12 times sources

(c) Average collection period Days in a year
Debtor turnover

360

12 30 days

(3) Profitability ratios
(a) Gross profit margin Total sales - Cost of goods sold

Total sales

1,500,000-1,100,000
1,500,000

400.000.00

1,500,000.00 =
26.7%

0.267 =

5655

I



rdiligent, and resourceful aspirant entrepreneur would forge ahead

irrespective of financial obstacles without discouragement. Some

infrequent ways to raise initial finances for an entrepreneurial venture

is discussed as follows: i

Self-fiinding: The entrepreneur is the owner of the business;

idea. He should be able to figure out how he could personally,
finance the initial take-off of his/her firm. People must see

practical evidence of the prospects of what you are involved ini

before they can positively respond when you solicit their

assistance. In self-fimding you can use your past personal

savings, or if currently working, you can save a certain
percentage of your income. If currently unemployed, you can

sell a service to a target market, who you know needs your

knowledge or skill. This would help raise initial finance for

your business, then you can now practically meet your friends

and relatives for financial assistance and they will oblige.

The second is bootstrapping: This is another source of finance.

In bootstrapping your start-up, it means growing your business

with little or no venture capital or outside investment. You rely

on your savings and revenue to operate and expand.]
Bootstrapping is equivalent to self-flmding since the
entrepreneur can sell a service (his/her consulting and

freelance services) to a target market, to raise funds. In today’s

crowded marketplace, you can write a review of a product or

service, create a video on the benefits of consulting, etc. to

raise money. Furthermore, in bootstrapping your business, you

can seek a co-founder whose skills complement yours and seek

advice from seasoned professionals or counselors.
Crowd-funding: This is another means of raising funds that are

not loanable fund. Crowd-funding is used by individuals,
organizations to raise money through people or organizations
that will be willing to invest or donate to a crowd-funding
project. In Nigeria and many African nations this crowd
funding substitute for launching. At launching, people donate

towards the fimding of the project being marketed. Examples

are launching a book, town-hall building project, sports
sponsorship, etc.
Angel investors: Angel investors are
are interested in investing in small-scale businesses/startups.
They are quite unlike venture capitals who are a group of large

firms. Angel investors are individuals with economic resources

and are willing to help entrepreneurs not only with investment

funds but also with their advice, contacts, and knowledge
to

prop the business. Angel investors manage fewer resources
than venture capital because their investment is lower and their

funds of investment can be limited to friends, family, and seed

funding.

Self-Assessment Questions .

(I) Discuss self-funding strategies for your entrepreneunal busmess

How can you make your business become scalable

Formore information; Visit: www.cfcnigeritLCom

individual investors who
4.

1.

2.

3.
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hours as an entrepreneur. Others are the desire to become instantly

rich and famous.

Best time to start a business
- Now: The unschooled and enthusiastic entrepreneur will tell

you now. However, the skilled entrepreneur will need time to

carry out research and address issues such as how the process

will be tackled. Outside obligations such as medical treatment,

college tuition payment, domestic financial payment,
unresolved crisis, personal dilemmas. All these must be taken

care of to avoid distraction. Also important is the courting of

the support of spouse, children, partners, as the entrepreneur
may not have much time to be wii his loved ones.

With regards to the economy, the best time is the recession than the

boom era. In a recession, wages are low, rents are cheaper and

competition is scarce.

Chapter 6
LOCATING BUSINESS FOR BETTER RETURNS

Every problem is
a gift-without problem
we would not grow

Anthony Robbins

Play by the rules, but
be ferocious

Phil Knight (2016)

The entrepreneur is socially, psychologically and economically
demanding. Although popular opinion has it that an entrepreneur is £

master to himselfiherself, works flexible hours, takes or makei

decisions independently, however, there is this ubiquitous belief tha

life in most cases, never turns up the way it is envisioned.
Best place to locate a business
The popular answer here is where there are plenty of customers.

However, the specifics of the area vis-a-vis the nature of the product

or service are very important.

The decision taken to locate a business on a particular site such as a

brick-and-mortar business has a direct effect on the operation's cost
^d the revenues of the business. It should be noted that once made,

and facilities are installed it would be difficult and costly to change,

since customers may be adversely/inconveniently affected.

Given that small business contributes to growth in job creation, drive

Novation and promote healthier society or community as every

employable adult is employed, the following are some good reasons

that propel entrepreneurship in a community. A desire for high

^ .. ^ehievement i.e., to be one's own boss, as inventor, under-utilization

to work, because one is temporarily unemployed, a of current job. Others are inmate desire to handle more
responsibilities and to have career independence. On the reverse,

launching

An entrepreneur is like an explorer who set out into the unknowi

terrain, so he/she must note that the voyage is laden with irsk, hart

work, setbacks and personal sacrifices. Many entrepreneuria
businesses fall off by the wayside in less than 3-5 years of take-oi
due to lack of research and adequate preparation of the mind,^ poor
business skills, and unforeseen economic and social variables

insufficient rewards in comparison to the effort.

Given the above, one must therefore factor in good reasons^ that
propel one to decide to be an entrepreneur: For instance, the desire W

be one’s own boss, to create a positive impact in life, ability to choose

where and when to work, follow one’s passion, choose who to worjj
with, have a potentially unlimited source of income, self-fulfilling
and financially rewarding life. On the reverse, the following are somj

bad reasons of going into entrepreneurship. Firstly, a strong desire o|
neeu , - . - _

feeling to work for someone else, and the feeling to work for leSj

t
business-based desperation, or to struck out irchesa new

6059
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overnight is only futility. Other baseless notions of launching Location of E-business nhvsical location still

businei are owning a business makes life easier, wants to ha digitalized globed from
independent (I don’t like to work with others) and to have freer tim count? With the J ^ | employers can hire the best

to pursue personal interests. | «S; wU they .e. In bricks

The convenient location of a business creates competitive advantage, mortar business physical location is very important, but a oca ion

particularly where the site is best suited for the business, the businesj era, in which more and beyond physical loc^ion^ln
is domiciled in the entrepreneur’s best city and local govemmenj location is vital. The digital rnarketer

should be a e o o

area; where the business regulations, licenses, access to suitablj ^isAier target customers' location i.e. their social me la p a o

financial institutions and human resources, are tolerated. he/she could make his/her brand presence. Knowing eir
Taiet customers' platforms can help attract prospects and grow their

market share.Such a state and city site for viability and competitiveness, must have

available potable water, land for expansion, quality human capita 1
access to financial institutions, access road to reach suppliers’ found that our virtual world is defined by new digi

customers, transport facilities and public educational institutions foi services, which are rooted contextually in our physical wor

potential employees’ children. An emerging city where the cost oi behaviours. This implies that the physical world complements e

living i.e., housing accommodation and business apartments are world. As people are defined by where they come from, thus

comparatively cheaper, will be suitable for the take-off of the ne\' extending to their preferences 3000 tastes, consumption an

business venture. behaviours; this implies that where we are in the real wor e mes

how we behave and make our preferenees in our virtual woM For

instance, a young parent living in a suburb neighbourhood
is rnore

likely to spend his/her time on local parents ^oup
on FacebooK

buying and selling second-hand clothing. Similarly,
students Imng

suburbs are likely to hunt for bargains on second-hand onhne star ^
The use of digital services which tend to replace real-world

service

very much defined by the physical location and geographical
contexts

of where customers live. The implication is that physical location

impacts everything done online. Today, young adults
^

spend most of their time on smartphones, utilizing
location-based

■ services that would tell them where to find products and m

how to spend their leisure time. In the real world, digital services

have broken down barriers and disrupted *'®al-world semces e.g

financial services, etc. Virtual world ,
the real i

The entrepreneur also needs to evaluate the socio-cultural legal, ani .
economic factors that prevail within the locational zone, and theii

effects on the potential new business. With regards to the socia

factors, the convenience of the site to consumers, the expansion rules

and capacity, the traffic and the parking lot, the convenience of othei

business outfits such as restaurant, grocery shop, banking institutiori

etc. Furthermore, to economic and legal environmental factors, the

entrepreneur needs to evaluate, how conductive are they to the
business location. In the same vein, the accessibility of the ne\'

business such as the road patterns, convenient parking lot foi

customers and suppliers’ deliveries. For a small-scale business there

many and varied types of location such as shopping centres

(malls) stand - alone locations, service location, kiosk, event venues

coj^.mercial office space, business parks, incubators, industrial

warehouse, hospitability- accommodation, hotel and restaurant.

.. • >

• • • -

-V. ^4^

I

I

are

communication, food service, , . •
increasingly influence consumer behavior inservices now

world. 1
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Layout and designs

No matter the type of business offline or online, you operate, layout
affects the image of the business because this is where the activity
happens.

Takeaway: How to locate your business

For a brick-and-mortar business, once the entrepreneur has

successfully answered the relevant questions with regards to suitable

site selection, to choose the best retail location, the following are your
operational strategies to reduce operating expenses and have better
returns

Improve your inventory management; Increase the perceived value of

your brand; Reduce operating expenses; Increase your average order'
value; Increase order quantities; Consider raising your price; Build up®
a collaborative relationship with your vendors; Discounts based oJ
personalized offers. Whether the business is offline or online, location!
analysis should be done through the peoples' lens i.e. talent needed is

in abundant supply, operating costs such as transportation costs forj
example, costs of acquiring property, local taxes of employees and*
employers and other site environmental conditions; Help to increase
staff productivity; Where the existing staff is well trained to

overcome fear in selling, improve upselling and suggestive selling

skills, such staff productivity would increase. Hiring and training best
practices, motivating and empowering the team will ultimately

enhance productivity and profitability; Lastly, eliminating waste in

the operations of your business can improve the bottom line by saving
money. Through effective inventory supply chain and human

resources management, waste can be eliminated.

Self-Assessment Questions
What strategic decisions should be considered before locating youi
brick-and-mortar business

Do you think e-business require location: Discuss

For more information; Visit: www. cfcniseria. com

Chapter 7

LEGAL STRUCTURES AND BUSINESS

REGULATIONS IN NIGERIA

Controlleads to

compliance, autonomy
leads to engagement

Daniel Pink (2012)

It takes less time to do

Things right than to
explain why you did them
wrong Henry Wadsworth

Longfellow (2008)

.(I *■

Business legal structure

All businesses operating in any economy fall into four basic

categories i.e., manufacturing, wholesale trading, retail trading and
services. However, the legal structures (forms of ownership) for each

category of business are also classified into different classes, though
it varies from country to country. In Nigeria, there are four different

forms of ownership structure i.e., sole proprietorship, partnership.
Limited Liability Company and public corporation. In the US, forms

of business ownership include Business Corporation, Subchapters
Corporation and Non-Profit Corporation. The decision about which

form of ownership structure to adopt for a new business is driven by
the founders' objectives, taxation and other legal liabilities arising
therefrom.

!• Sole proprietorship
A sole proprietorship form of business is owned by one person. The
owner is personally liable; he receives all the profits and bears all the

losses. There are not many legal requirements for its establishment

^or is there any formal organisation or publicity. This type of
business is most prevalent in many countries such as Nigeria and
^SA and is usually named after the owner. Examples are Okorie

^atch Repairing Service; Adedigba Trading Stores and Strategic
hlarketing Consultancy Services. Sole proprietorship could be found

!!

!r
S!

!.
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r Technological advancement does not favour most
entrepreneurs as she has no enough capital to acquire modem

efficient equipment.in retail, wholesale, manufacturing, or services business categones. In

many countries owners may be required to register &eir
busmess

names, additionally, some businesses are required to
obtain a license

Lfore operation can commence e.g.. Gasoline and Liquor sellmg

businesses. Moreover, insurance professionals (insurance brokers)^
dentistry, medicine (healthcare) serviees, require

a license before

commencement. Other examples of a j
Subsistencefarming,Artisanship, Professional services, witnregaras,^ ^ proprietorship is an unlimited liability
to tax and other legal liabilities of the business, the business owner If an entrepreneur is an extrovert and enjoys working with

and the business are one. The law did not recognize the sole requires someone else's input such as experience, capital, or

proprietor as a separate entity. Legal claimants can seize the persons support, partnership business may be ideal. However, if an

property of the proprietor instead of busmess debts. entrepreneur is a loner and he/she enjoy running his/her business

single-handedly, the partnership may not be suitable. In law, a general

partnership is treated as a sole proprietorship for tax and legal

liabilities. Each partner is legally jointly and severally liable for any

loss. This implies that if partner A gives advice that leads to a loss,

the injured party can sue all the partners for the loss.

2. Partnerships (General partnership)
A partnership is an association of two or more people who join

together to form a business thus becoming co-owners to share profits

and losses, from the business thus formed.I

Advantages of a sole proprietorship
- It is unincorporated, therefore there is

paperwork
- It has no separate legal existence i.e. busmess and

the ownei

are legally the same ^ la
- There is no requirement for disclosure of information

authorities.

- Business can easily be liquidated as it is started
It requires little capital for a start

minimal lega

'1J

To avoid numerous problems in partnership, a document titled

Partnership Deed (agreement) is always prepared on behalf of the

partnership which specifies the rights, power and privileges of

partners. The partnership deed prepared by a counsel would consist of

the following: names and addresses of the partners, date of formation

of the business and the business mission, duties and

attract outside capital foj responsibilities of each partner, salary of each partner and profit-
the owner's reputatioi sharing formula. Others are the investment of each partner, inclusion

|or exclusion of family members, continuity or other if the business is

I ■

the name

Disadvantages of the sole proprietorship
Limited capital; It is difficult to
expansion. Only private loans based on
may be obtained.
The business burden is borne

after the owner's personal property to recover

alone: Creditors and investors bankrupt.
ti th

Advantages ofpartnership
Source of capital is enhanced unlike the sole proprietorship
The irsk of the business is shared among partners

Partnership business is regulated by the partnership Act, unlike

a sole proprietorship

can go

business debts.

Lack of continuity: The busmess often dies with the owner a-

there is no clear distinction between the owner and
tti

business. Most of the businesses depend on the owner's
and charisma for survival.
No limited liability as the business and owners

skil

finances ar^
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. , . XI, . members or shareholders. In Nigeria, there are private limited and
for the specialization of talents. The entity cai m m companies, while the private limited can be formed by

pool of eomplementai,! and privately traded, the public limited can be

formed by a minimum of 7 persons. It is owned and traded publicly; a

limited liability company is equivalent to a business
in the United States of America. Both the public and the

joint-stock companies, but the private

There is room

be a pool of capital for finance and a
skills for judgment and management of the business ^

Freedom from government control as only simple legal forms

public

Privacy; The audited accounts for the partnership business I companies
not open to public consumption . ■ company is restricted in the transfer of shares and the issuance

Ease of establishment: Except for the cost debenture notes whereas the public limited company is allowed to

partnership deed, the partnership is easy to establish, just iiKe, The formation of a limited liability company is

sole proprietorship. governed by the Nigerian companies Act No 51 of 1968. Some of the

requirements for registration include the following; among others

Unlimited liability: The business is not a separate enUty; &on objectives and vision of the company, principal address of the

the partners. It is just like a sole propnetorship “usiness m ^f formation, authorized share capital for the

unlike a corporation. Owners are liable to the extent or m particulars of the directors, names and addresses of all

assets f ,1,' shareholders and directors, voting privileges of all shareholders, and

Limited life span; The death of a partner or ba p y liability statement applicable to all shareholders,
business can bring an end to the business.

- Binding agreement; The agreement contract entered by on

partner is binding on other partners. This can cause fncti_

between partners. Outside the general partnership,
there is h

limited partnership which has both limited and imlimitd
(general) partners. In a limited partnership structure,

th

limited partners have no voice in management and are
on

legally liable only to the extent of the contnbution plus an)

other debt obligation earlier accepted In a most urn
partnership, profits and losses can be shared differently.

Fa

Ltance, if the general partners receive only 20% of
while the limited partners have 80%, it implies that if there is»

the limited partners would share up to 99% of the losses.

are

Advantages of Limited Liability Company
A private limited company can sell shares to selected public

(members) to raise capital. Members or founders are protected against

law suits arising from the firm’s debts, the founders owe majority

shares therefore are in firm control of the company. With regards to a

public limited liability firm, shares can be sold to employees and the

general public to raise capital, the company can attract business from

notable firms and she can sponsor social /events like public health

programmes and sport activities.

I '

-I ■
►mio’
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Disadvantages ofLimited Liability Company
^ private limited liability firm is not quoted at stock exchange;

therefore, she cannot raise capital from general public. Additionally,

also be transferred to someone else with the consent of

loss,

firnit^^Lfabmty'comMny Is the most modem form of busineS company’s management. The audited aecount of the company
must

orershio It features combines the best features of partnership an be laid in the office of the registrar, and the articles of association and

coroorations' forms of business. It can be formed by one person, memorandum of the company must fill out and filed,

partnership or a corporation. Its founders or owners
are referred to a

can
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financed from the revenue of the Federalif the founders do not controlFor a public limited liability company . ^
majority of shares, they may be losing the control. There is high cost

of incorporation and require the services of an attorney,
the business

is subjected to government regulatory controls, double taxation in its

profits i.e., corporation tax and tax in dividends. Moreover, there in

personality and inflexibility in decision making because
of its size

and the audited account must be compulsory made public.

Differences between private & public limited companies in Nigeria

The main differentiating features of private and public limited

companies inNigeria are as follows:
The public limited company, functions publicly in that she is quoted

in stock exchange, her audited accounts are^ made public
and

members (shareholders) are unlimited. In addition, her board oi

directors should be at least three members and her certificate ot

trading is issued by the registrar of companies if satisfied with the

minimum paid up capital. With regards to private limited company

her shares are not quoted in stock exchange, ownership (members)

cannot be more than fifty members. Her board of directors is limited

to two members. The private company is traded pnvately as

cannot invite the general public to subscribe to her shares. The

transferability of shares in private limited company is allowed as she

is regarded as a closed corporate unlike a public limited company.

4. Public corporations . n j u,.
Public corporations are big organisations created and controlled by

the Federal Government. They are monopolies and have strate^c
objectives for the control of the economy. Examples are the Nigenafl

National Petroleum Corporation (NNPC), National
Authority (NEPA), Federal Radio Corporation of Nigena (FRCNJ,

(ii) They are

Government

(iii), Their boards of directors are appointed by the ministers

(iv) Being monopolies, lack of competition often leads
to

inefficiency

(v) They are created as separate entities by an Act of Parliament or

the National Assembly

(vi) They are designed to be commercially independent
(vii) They are aimed at securing strategic objectives and controlling

the economy.

H

>1

n

.4r

Business regulations
A situation where there are no laws governing or restricting what

make and sell anything, drive as fastpeople do, implying that you
as you can means there is no government Where there is no

government it means there will be no payment of taxes, therefore, no

one restrains the other, thus, there would be chaos. Societies are built

laws such that people will behave orderly and in a- civilised ■

manner toward each other. In the business space, there are laws to

guarantee fair competition, enforce contracts and agreements,
and

protect property, employees and consumer rights. Moreover, some

laws and regulations impose a tax on individual and business incomes

from where the government collects the needed income to provide

protection and orderliness.

can
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Many small businesses run afoul of the societal order because the

wording of laws and regulations is often too technical and baffling to

be understood easily. Though the entrepreneur does not need to earn a

law. degree before he set up his business, he needs the backing of

good counsel at the initial stages of setting up of the business ^ to
comply with the governmental rules and regulations concerning

healthcare, business competition, protection of consumers, employees

^nd enforcement of business contracts and agreements.

t'

:

etc.

Characteristics

The features of public corporations are; |
(i) They are publicly owned, controlled and accountable

to the

government

I •:
I
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in a contract of service or an apprentice with an employerany person
whether by manual labour, clerical work or otherwise.

Laws protecting the consumer
Government regulatory agencies that offer ever-increasing protectio:

to consumers in Nigeria are Nigerian Standard Organisation (NSOj
and the National Agency for Food and Drug Administration
(NAFDAC). NSO is involved in protecting the consumer from unsafi

Contract law for small businesses
A contract is an enforceable promise. A contract may be written or

unwritten The enforceability of contract law is not dependent on
products, hazardous products, unsafe packaging deceptive tradi ^ijgther the contract is written or unwritten. A written contract may

practices such as unfair pricing and labeling standards. NAFDAC oi " g. ^ sketchily written on a letterhead that identifies the parties
the other hand is involved in ensuring that consumable products an jji the contract deal and does not necessarily be a

not contaminated and are safe for consumption. NAFDAC appraises (.^jj^pUcated formal document created by a counsel. Contract law

the truth in the nutrition labeling; regulates the content and messagi yeg remedies to those parties who may be injured if a contract is
of advertising flyers; to ensure that expired drugs are off the shelves.

Laws protecting employees
In most civilized free-market economies employment legislation

ensures equal opportunity. This implies that an individual is

considered for employment based on merit not with regards to

religion, region or state, race, federal character, age or disability. In
Nigeria two notable Acts of parliament that protects employee in the
workplace are

i. The Factory act 1987

This Act makes provision for the safety of workers and professionals
against occupational hazards. Factory owners are liable for all

accidents in the workplace where they fail to provide the safet)

standard required.

a. The Labour act 1974

This act provides for the remuneration of the employee by thf
employer. The Act requires that the term of employment such as

hours of work, overtime, and working environment should be

conducive. The contract of employment inclusive of the terms mus'

be stated in writing. An employee must be notified before his transfer

or termination of his job.

Hi. The workman compensation act 1978
This Act provides for compensation for the worker who suffers a®

injury in the cause of his official duty. The Act defines a workman as

>
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There are four basic elements of a contract

Legality: A contract is a legally enforceable statement. For

instance, you cannot enter into a contract for the supply of

certain goods from an enemy nation i.e., a country on which

your country places an embargo of trade.
Agreement: For a contract to be deemed fit, there must be an

offer and acceptance. If a customer agrees to pay two
thousand, five hundred (N2500) for a drop from the University

of Lagos to Oyingbo market, in Lagos, which is an oral
contract, it is a legally binding contract. .
Consideration: Something of value to both parties involved in

a contract must exchange hands; otherwise, the agreement is a

gift, not a contract. In the preceding example the sum of two

thousand five hundred naira is the consideration, which makes

the agreement legally binding.
Capacity: Some groups of persons caimot enter into a contract.

Examples are minors, mentally derailed persons due to alcohol

insanity. An entrepreneur should be familiar with these
car dealer and you sold on

1.

2.

3.

4. I

\

or

regulations otherwise if you are
hire-purchased a brand-new car to a person below 18 years old

(a minor), and he smashed it, the minor would not be liable by

law.

a
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Laws protecting intellectual property
Intellectual property refers to a product of some unique huinai

thought. For instance, a published book, a symbol, an artistii

interpretation, like a videotape or a computer programmes. TlJ

following are the legal protection of intellectual property. They ai

patents, copyrights and trademarks.

Patents: Patents grants the right to exclude another person or^
business entity from making use of or selling your intellectus

property for a specified number of years. The patent trademark officj
(PTO) grants this protection after one has paid both the filing aiij

maintenance fees.

There are four different structures or forms of ownership
structures of

business in Nigeria. They are sole proprietorship, partnership.

Limited Liability Company and public corporation. Each form of

business ownership as mentioned above has its advantages^d
disadvantages mentioned earlier in this chapter. The

cntical

of the variables of each will influence the choice of the

tiiat meets the founder's needs. Entrepreneurship ventures
’

mostly sole proprietorship and partnership structoed
limited liability companies (private and public).

To choose the type of business structure, certain factors below need

critically considered along with the vision and goal of the

entrepreneurial venture. They are

1. Vision: The founder’s vision in terms of future growth, ownership

and control . • i. u o
2. Control: Does the founder desire to share ownership with others.

Does he want to share responsibility with others in running the

business? . ,
3. Benefactor: Does the foimder desire to share his efforts md

perhaps the profits with other people? Does he want to be solely

in charge of deciding how &e business profits would be managed?

4. Liability: What is the acceptable level of liability the owner wants

to have. Is he willing to risk personal assets, such as your car,

bank accounts, building for the business?
5. Tax liability: The choice of structure will determine the tax

businesses like a sole

examination
structure

Nigeria are
businesses. Few are

m

Copyrights: Copyright protection is granted to literary, musical oi to be

artistic works. It provides protection for the intellectual property foi

the period of the creator's life plus additional 50 years. Unlike i

patent,, you do not need to register your work before you receivt

copyright protection.

Trademarks: A brand name, a symbol, design or a combination of thf

above elements, which may be used to identify or differentiate one's

product from that of one's competitors constitute a trademark. ^

trademark is a registered and protected brand. This implies that al
trademarks are brands, but all brands are not trademarks. Foi

instance. Coke is a brand name and trademark, while the symbol ofi
horse is the trademark for Union bank Nigerian Pic.

Takeaway: Business legal structures
Informing an entrepreneurship venture, consideration of the leg^

structure (a form of ownership) of the business is one of the foremen

decisions. This is because the form of ownership determines:

- The costs of setting up and running the business
- The complexity in the operation of the business
- The protection of assets of the owner and the founders
- The tax liability of the business and the founders
- The liability of the business and the founders

payable to the government. In some
proprietor, the owner pays only personal income tax on the profits

of the business, whereas, in a limited liability conipany, you pay

corporation tax on business profits and personal income
tax on

dividends paid to shareholders.
Capability: Does the founder have the skills needed to run the

business by himself. Is the business likely to benefit from a crop

of professionals with diverse skills recruited into the management

team?

.V
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Chapter 8

MARKETING ENTRPRENEURIAL

VENTURE FOR HIGHER PATRONAGE

7. Sharing Profits: Does the founder desire to share the business

profits with others or keep them to himself or herself?
8. Sustainability: Can be business continue to run in the absence of

the founder? Does the founder desire that the business should

survive him or her?

9. Financing needs: Can the founder provide all the financial needs

of the business or will external investors be needed?
10. Cash withdrawals: Does the business owner desire to have access

to withdraw cash from the business.

The examination of the above factors and how they are likely going

to affect the venture will determine the choice of business structure. It

should be noted that no structure is perfect. It all depends on the goals

of the founder, his resources and itie nature of the industry. For an

aspirant entrepreneur, who has identified an exploitable business idea,

he/she should probe his mind to find out:
> How much business liability exposure he will accept
> Whether you desire to avoid special taxes on your businesses

> Whether you want to share the business profits and
management with others

> Whether he/she possesses all the skills needed to run the

business

> Whether he desires that the business should out hire him^er.

However, depending on the nature of the industry, the business

regulations of the state or country and the knowledge and skills of the

founder, no form of ownership is perfect i.e. one size fits al.

however, a careful examination and choice will minimize our future

challenges.

Self-Assessment Questions

(I) Do you agree that limited liability structure/form of business is

modem man’s business? Discuss

(II) For a young graduate entrepreneur, is sole proprietorship for

business advantageous?

For more information; Visit: www.cfcniseria.com

Give them quality. >
That is the best kind

of advertising - So quality
is your watchword.

The best marketing
strategy ever: CARE

Gray Vtqfnerchuk (2012)

Milton Hershey (2013)

'iii
What is marketing?

Marketing consists of individual and organisational activities that

facilitate and expedite exchange relationships in a changing business

environment. The marketing of any product or
consummated through the creation, distribution, promotion and

pricing of goods, services and ideas. This exchange culminates in the

transfer of goods, services or ideas in return for something valuable.
'Human activity directed at

service is

Kotler (1997) defines marketing as
satisfying needs and wants throu^ exchange processes.

your customers’ needs ratherPractically "Marketing is focusing on
than on your product or service. When correctly applied, marketing is

the biggest profit-making tool in business. Look at your marketing

campaign and put yourself in the shoe of the buyer, how informative

and inviting, is it? People want value, fim, excitement, honesty,

fairness, and not necessarily the cheapest prices. They want to be

treated with care and respect as individuals. They want to be treated

like a friend and don't want to take risks doing business with you,

seek and tell them how your services can remove their perceived

pains (risks).
Marketing is so important in business that no astute CEO should

Completely delegate it to subordinates. It is like hiring a key staff.

a
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of the organisation. Management must restructure the
organisation such that business activities will be coordinated and

integrated, create a marketing intelligence unit, which will be charged

with gathering information about the customers’ need and objectives.

In addition, the employees must be involved, empowered and

motivated during the implementation of marketing concept
philosophy. Thus, marketing orientation is a marketing strategy that

customer satisfaction, enhance brand loyalty and word of

customers and

The CEO should be involved. areas

Importance ofmarketing
Today the whole world is tagged a global village. Therefore, with the

globalisation of business and competition, companies have been

driven to focus on marketing or market orientation.
Globalized market-oriented philosophy enables a company to sell

more products, attract more customers, increase the market share in

every country she operates in. The brand’s influence will increase as

a result of the brands’ reputation, which creates a sustainable

competitive advantage as she out performs her rivals.
Thus, the survival of firms through the activities of marketing,
contributes to improvement of consumers’ standard of living, healA
and ultimate growth of world economy.

ensures

mouth advertising, which in turn, attracts more
increase the firm’s market share.

Identifying your target market
The success of a business starts with the ability to identify a particular

target market to serve. It starts by first dividing the total market into

segments. This is because it is impossible for you to be all things to

all people at the same time, because of the limitation of resources.

Segmentation is found on the thesis that marketing is a dialogue

overtime with identified group of customers whose needs and wants a

marketer can conveniently serve based on her resources
-

MacDonald. This implies that the more a firm focuses its resources

and efforts on a particular segment of a market, the greater the

chances of success. The total market could be segmented on the basis

of geographical variables (country, region etc.) socio-economic
variables (income, education, social class) demographic variables

(age, sex, religion) personality variables (lifestyle).
Having segmented the total market, the next is to choose which of the

segments to serve. One or two segments chosen form your target

market. For instance, under the demographic variable, a typical

entrepreneur could serve all the female potential buyers, and under

the socio-economic variables, the entrepreneur could choose the

highly educated group; combining the two segmenting variables in

order to get its target market, the entrepreneur could now focus on all

educated female buyers in the market. Such segment is based on

customer characteristics

Evolution ofmarketing
Marketing or exchange process has passed through distinct stages i.e.

i. The production era
ii. The sales era

iii. The marketing concept era

Marketing concept philosophy according to marketing scholars,

postulates that the best strategy to enhance sales and profits, is to
provide excellent customers’ service. In the early 1950, businessmen

in US recognised that efficient production (production era) and
extensive promotion (aggressive selling era) did not guarantee

customers large and well-deserved patronage. They therefore shift to

determine first, what the customers want before production. This

amounts to marketing orientation. Marketing orientation enhances a

brand’s reputation and creates a sustainable competitive advantage
unlike production orientation which forces the products down the

consumers’ throat. Marketing concept however, is not easy to adopt.
It has general conditions and challenges in adoption and

implementation. For instance, top management of the organisation
must wholeheartedly accept the concept of market orientation
philosophy whole as its implementation will affect all functional

f
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because we are the ones that make decisions and spend money. We

are in the problem-solving business. You must at all times recognise

peoples' needs and desires and find a way of satisfying them to put

smiles on their faces. If you can consistently do what is quicker,

cheaper, better, more conveniently, with more trustwortliiness
and

honesty than anyone else, you can make a lot of money. With your

technical skill and expertise, you can provide a unique solution that

will sell and sell well.

Now that you have gotten your target market, the next is the

positioning of your product/service. You must understand the target

market's (people) perception or values to truly and successfully

position your product or firm. You must minimise the firustrations in

the target market you intend to serve. For instance, you must speak

the language they understand reverently, whenever you are in contact

with them. They must be treated well at all times through such

activities as quality of services, promptness, dependable delivery, etc,

anytime they transact business with you. In marketing parlance this is

called the augmented product. The main takeaway firom this unit is

that having discovered and chosen the target market (customers) to

serve, all your planning, thinking, communication, service,

promotion, etc. should be directed at the customers (your target

market). This implies that all your marketing mix (product, price,

promotion, place,) should be tailored to address the needs and

behaviours of the customers in the segment.

Marketing mix variables
i. Product- The product is one of the marketing mix variables. It

deals with researching the consumer's product wants and designing a

product with the identified characteristics. The marketing activities

under product also include creation or alteration of the packages,

brand names, repair services and guarantee. The best product is the

product that is suited to your market. For instance, not everyone can

afford the Hummer jeep, and there are plenty of people looking for a

reasonably priced Nissan or Saturn car.

Study the market to be able to know which product meets their need.

The product that sells best is the one that appeals to most buyers. You

must educate your customers about your uniqueness i.e., why they

should buy from you. See that you appeal to their emotions and their

perceptions of your product or firm.

What interests you (your product, your business, your staff and your

processes) is irrelevant to the customer. What satisfies their need or

wants is what they are interested in. We are all in peoples' business

I'

Product competitive advantage
You can create a competitive advantage by

. Leveraging existing skill capabilities - Understand what you

do well and use those skills to enter new markets
. Target niche markets - Niche markets are less crowded with

competitors and customers are willing to pay a premium price

for specialized products.
• Adding new capabilities - Build some set of skills such as

technology, marketing or distribution.
• Top management leadership -

repositioning your organization.
• Skilled workforce - Successful small companies have

employees who are skilled, flexible and self-motivated.
• High employee productivity - Without adding more

employees, outputs are increased and overhead costs
are

lowered.

Always taking risks

Successful companies have a lean
investment in building

• Low overhead

management structure and avoid new
and equipment by adding extra shifts and overtime.

O Packaging - If you market packaged consumer products, think

last resort to catching customers'of packaging as your
attention. Good packaging can make handling or storage

more

convenient. It can reduce spoilage or damage. It makes the

product easily identifiable and easier to find out on the shelf.

businesses, the product may be tangible goods, intogible
combination of these. Many businesses offer a

In some

services or a
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combination of goods and services e.g. A restaurant offers food and
toi* as goods; services as preparation and delivery. Products are said
to be a bundle of satisfaction^eneflts that consumers receive in
exchange for their money.

The augmented benefit level - This represents the additional benefits

and services that would differentiate your business. For instance,
hotel business health club facilities in the hotel,

ii. Price - Price is a critical component in the marketing mix

because through price consumers measure the quality of

goods. A price is a competitive tool. Price can also help to
establish a product’s image. This implies that through price
you can determine who buys the product.

We have various pricing programmes such
a. Penetration pricing - This is when the price is set lower than

the competition to stimulate demand. It could be used when

lower prices could result in increased demand when
competitors have higher cost structures; and when the

sells higher-margin products which
complementary products to the lower-priced products,

b. Premium pricing - Setting prices above competitive price
levels. This price strategy is used when a company can

differentiate a product in terms of higher quality and features

(e.g., furniture). Also, when a company has little excess

capacity and competitors find it difficult to enter the market

(expensive capital outlay)
c. Parity price - Setting prices very close or at par with

competitive levels. It is used only if total volume will not grow
with lower prices; and competitors can easily match any price
decrease, leading to price wars.

!Potential product

The benefits that consumer
receive from the products
purchased.

Augumented product

Generic product

i

Expected product as

Generic product

Core

benefits
company Ir ■

are

1R

It
• r

V -

Philip Kotler^s 5 Product Levels
The core benefit - This is the fundamental
product. For instance,
transportation purposes.

•1^

reason why people buy the
an automobile is purchased primarily for

~ represents the make of the product
purcha ed. The steel, plastic, and glass represent the augLnted
d«Wh ™ business, the building, the reception
desk, the rooms, represent the generic product. ^

This

Price represents what the consumer considers as the value of the

product. The value of the product depends on the benefits consumer

received compared with the monetary cost. People buy benefits -

'vhat the product will do for them. If consumers buy based on core

products alone, then there will be no Cadillac or Convertibles. People
buy premium products for what they perceive the product will do for

Ihem socially, physically and psychologically. Mostly they perceive
^em to have higher benefits and. increased quality that delivers value

despite the higher cost.

The expected product benefit -
conditions that consumers
For a hotel,

represents the attributes and

assume should be present in the product,
expects clean bed-sheets, a relatively quiet

soap, etc. For an automobile,
comfortable seats, responsive handling, and

one

environment, towels,
one expects

ease in starting the car.

i:
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Promotion- Decision in promotional mix variables, just like

marketing mix variables, must closely follow the direction of

the company objectives, competitive strategies, marketing
objectives and strategies.

Promotion includes all activities designed to inform, persuade, and

influence people when they are deciding to buy.

Objectives ofpromotion
The following are general promotional objectives

i. To provide information
ii. To increase demand

iii. To differentiate the product
iv. To acclaim the value of the product
V. To stabilize sales

vi. To persuade people to take immediate action
vii. To remind people that your business or product still exists

viii. To change the perception of your business rather than trying to

sell specific products
Testimonials — using athletes and movie stars to attract
attention

does not want the cheapest product, but the 111.An average consumer

best product at a reasonable price. While other marketing mix

variables increase your cost of doing business, your price helps you to

those costs. In pricing decision, many elements come into
recover

play e.g.

Competition - competition will play a great role in your pricing

strategy. The number of competitors and their proximity to your

business influence what you can charge for your product because diey

direct substitutes choices for your customers. The more direct

competition you have the less control over the price you charge.

Direct competition makes product differential necessary so you can

compete on points and not on price.
It is noteworthy that today, customers have more access to

information about you and your competitors than in the past.

Therefore, price competition brings more challenges to the

entrepreneur. In whatever business you are, do not look at your

business myopically rather all other businesses apart from the direct

competitors compete with you. For instance, in the insurance

industry, the banks, the discount houses, the stockbroking firms, are

all indirectly competing with insurance. In the entertainment industry,

the radio, television cinema, movie theaters, athletic events, are

indirectly competing with the video rental business.

are

ix.

The advertising media which comes in a variety of forms they are

part of marketing strategy to promote and market a product, service
or brand-. It is to create awareness and get the potential buyers to be

interested and convey informative knowledge for the sale of the

product or service. Such as radio advertising, television commercials

newspapers, magazine and trade journals print, advertising, flyers,

billboards, banners, social media and in — store stands. Others include

leaflets, direct mail, yellow pages tradeshows and internet services.

If you find yourself in business competing with big firms, do the

following to keep afloat:

• Do not compete without differentiating your product or

service.

• . Specialize - carry belter quality products and very unique

ones.

• Empathize customer service
® Extend your working hours
• Advertise more of your business through having Unique

Selling Promise (USP)
• Network with other small businesses.

Trade shoMf: Trade show is a promotional device used to

establish one’s presence in a marketplace, gain an overview of

the industry at present, and obtain a list of serious buyers more

quickly than would be possible with a traditional sales
approach. It is quite expensive; however, it offers the potential

high return in sales and contacts, if planned properly. The
.^1
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trade show is part of the sales promotion element of the

marketing promotional mix. Other elements include in-store
displays, free samples, contests, coupons distribution, rebates,

gifts, etc. These activities are used to prompt customers
to

action. They enhance advertising and personal selling efforts

but do not replace them. They are applied intermittently,
whereas advertising is continuous,

e Publicity: Publicity provides free advertising for the producer

through new stories in newsletters, newspapers, magazines,
and television. A media release of a one-page letter identifying

a newsworthy event outlining who, what, where, when and

why the story, is sent to a radio, television, newspaper
and

of the most effective and

A trained salesperson can tailor his presentation around three aspects

of the product
• What the product is

• Why is the product a better alternative
• What the product will do for the customer

The personal selling process involves seven steps or stages

• Pre-approach - Before a salesperson meets with the customer,

the salesperson must acquire Imowledge about the product and

perhaps about the customer and his or her business problems

or concerns.

• Approach - Upon meeting the customer for the first time, the

salesperson must establish a rapport with the person. People

seldom buy from someone they don't trust or like; therefore,
the salesperson must, first of all, earn that trust. For instance,

you start your rapport by using anything in his office that you

admire, his history, e.g., the school attended or the church he

attends, etc.

• Questioning — Find out what is important to the customer,
the

salesperson will try to define the consumer's needs early in the

selling process. For instance, what (problems) do you know

about his business or life.

• Demonstration - The salesperson shows how the product will

solve the customer's problems or meet his or her needs.
• Handling objections - An effective salesperson must listen to

what the customer is saying. An objection shows the customer

is interested and only needs more information about the

product benefits. You as an
objection to a salesperson talking to you if you are not

interested in his sales.

• Closing the sales - When the salesperson senses that the

customer is ready to buy, having been convinced about the

benefits of the product, the salesperson would ask for a sale. If

the customer is ready to buy and the salesperson continues to

sell instead of asking for a sale, he would lose the opportunity.

magazine offices. Publicity is
least costly means of advertising. Publicity is an aspect of

public relations (PR) that consists of any message about your

_ communicated through mass media that you may not
for. Public relations involved promotional activities

one

company

-pay ---

designed to build and maintain goodwill between a business
and its customers, employees, suppliers, investors, government

agencies and the general public. PR generates publicity. Public

relations involve a variety of communication formats including

company publications such as newsletters, annual reports,
bulletins, public speaking, lobbying, mass media. Each format

has its target audience, its use and the effect or benefit for the

business marketing effort.

Personal selling: Personal Selling involves the personal
presentation by an employed trained salesperson, to make sales

and build relationships with prospects. Many service products

because of their complex and differentiated nature call fot

personal selling e.g. insurance. Throu^ personal selling, three

things are accomplished
Identify the customer needs
Match the needs with your products
Show the customer the match between their needs and the

individual would not raise an

product.
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Suggestion selling and follow up: Suggestion selling implies , They bore the canying irsks ofthe goods they purchase in bulk

recommending products that are complementary to the one just sold , They provide storage and inventory of goods

to the prospect. For instance, the prospect buys a theft insurance

policy for his house-hold; you can recommend fire insurance for the

prospect. This would broadly cover his risk exposure. Follow

up involves using the phone to call after the sale has been

consummated to build on the rapport established in the approach

stage, to work towards creating a long-term relationship between the

prospect (customer) and the salesperson,

iv. Place (Distribution)
Producing desired products is important but not sufficient to

guarantee satisfied customers. Part of the customer needs which must

be co-opted into a firm's marketing strategies is that produced

products, must be available at the right places, at right quantities and

at right times.

Physical distribution functions have the following element

warehousing, order processing, inventory management, transport, etc.

These functions account for a third of all marketing costs and have a

great impact on customer service and satisfaction.

The strategic importance of a physical distribution system is evident
in all elements of the marketing mix such as product design,

(differentiate products by colour size, style, etc) competitive pricing,

promotional campaigns, must all take into consideration the

additional demand of warehousing and delivery effectiveness.

Distribution refers to activities or decisions taken to make the desired People: People are the greatest asset of any organi^tion. It is Ae
products produced, to reach customers efficiently and effectively. The backbone of all activities and a controllable factor m business. In e

channel of distribution describes the movement of the goods from the service industry, your customer service quality is depended on tne

producer to the consumers. Members in the channel perform the nature of your staff. For instance, in insurance, bankmg and airtoe

following functions. efns, their services are as good as the staff responsiveness. T e

^ I u implication is that staff needs to be trained to be customer responsive.

• They gather information about the current and potential buyers

• They develop persuasive communications to attract customers Physical evidence: Services are intangible however for customers to

• They order the goods from the producers have a satisfactory customer service experience, certain elements in

No one distribution system is suitable for all marketing situations.

Marketers must recognise customer characteristics, their changing

needs and preferences and design a distribution system
that would

provide products/services for customer satisfaction.
The conventional marketing distribution channel is illustrated thus

same

> Customer^ Wholesaler RetailerManufacturer

However, depending on the following variables such, as

• Organizational objectives and financial resources
• Market characteristics

• Nature of product

• Buyer behaviour
• Business environmental forces

Services marketing mix: The extended 4Ps framework ,

The service marketing mix is an extension of the traditional 4Ps

framework. The essential elements of product, price, promotion and

place.remain, but three additional elements - people, physical

evidence and process are added i.e., 7Ps mix. In addition, to me

traditional 4Ps discussed in the preceding paragraphs, three other Ps

(3Ps) are discussed here below.
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business with you. You should compete on service, values benefit-

^ven promises and not on price, know your customers inside-out to

build a unique and excellent product or service for them.
the firm need to be tangible. For instance, the office layout, ik

working tools, the tables and chairs must be suitable and modem.

Process: The process of service delivery is very important. Where the

service deliverer does not have cutting-edge tools, the cu'&Xoxm Understanding consumer buying behaviour
service experience would not be satisfactory. For instance, medici An entrepreneur must not only segment and choose a target

services require that healthcare personnel should have the latest ano he must also seek to determine why the target market would buy

his/her products/services. Information on consumer buying behavior

comes from psychology, sociology, biology and other disciplines that

explain why people behave the way they do. For a small business -

why do people buy your product or service? To a small business

owner, closeness to your customer is an advantage as you will

understand the internal influences that are going on in the customers'

minds. Their beliefs, values, motives, as well as their perceptions of

your products, are critical factors of success.

newest technology to deliver their services.

Knowing your competitors
A market is a playground for everybody. Thus, competitors are in

market. Competition challenges firms to design dynamicevery

business policies that keep them on their toes and make them

continually seek better ways to serve the customer. How competitive

is the environment you are operating in? What are the success

factors? The competitive variable mostly used in Nigeria is the price,

Price has its weaknesses. Other non-price competitive factors, such as

quality, image, customer service, promotion, etc. could be used to

distinguish one-self.

Customers do not buy products but solutions to the problems or needs

in their lives. Problem recognition occurs when we are motivated to

reduce the difference between our current state and the desired state

of affairs. For your products to sell well, give the potential prospect's

reasons to want it (e.g., your umque selling promise) (USP),

otherwise, they would keep their money or to buy somebody else's

product.

Another non-price factor to beat the competition is carrying out a

market analysis. Once you can know what percentage of the market

share and what stage of life cycle your product is, then you willyou

be able to see the prospects in the business. If you know what yoiu motives
customers like, and don't like, what they read and don't read, wheit emotion. Only a few professional buyers buy
they live and what they do for a living or fim, your business IS on sitf j • purchases are made to fulfill emotional or

ground. For instance, a business tycoon has an estate (office bloc p • j ueeds Build up enough emotion into a customer

for sale. With expensive brochures, telephone calls, *ey tried Don't leave them hanging without backing it up with
reach prospects. When success did not come forth, they replaced j ^ product, you need not only to create emotional
brochure with a simple invitation card to come m ^d visit, feelings about buying your product or service, but also you must have
invitation was sent off with a free car parking voucher under tli sound joeical reasons to help the customer justify their decision. For
building. When the prospects arrived, there were hostesses to ^ ^ fee-paying private school, the logical reasons to buy
them in the parking lot and escort them to the reception area, m qualified etachers, good pay, good governance,
boosts sales.

etc.

People will always be willing to buy, if you satisfy their needs ^
desires, remove their frustrations, fears and concerns in doi^c
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skills during the data capture and interpretative skills during data
analysis.

The quantitative research method is referred to as structured. To

enhance response rates:

- Make questioimaire visually attractive and fim to answer

- Try to structure possible responses (not open-ended questions
e.g., what do you think of it?

- Do not have more than 20 words in a sentence

- Be specific and unambiguous
- Include a cover letter explaining the reason for the

questionnaire
- Include self-addressed stamp envelop
- Include a return date: Give a reasonable deadline.

Marketing research: Feedback.
Thriving marketers crucially rely on building relationships; therefore,

' feedback to the communicator is vital. Marketing intelligence system

which consists of marketing information system (MIS) and customer

information system (CIS) is the means of gathering information from

the market. It should be noted that marketing research is one part of

the overall MIS/CIS through which the marketer listens to the

customers

Sources of data collection
(i) Secondary data: Secondary data has the advantage of being

accessed at a very high speed and relatively low cost compared to the

primary data. It should be noted that direct access to a host of

databases is usually to people who are members. There are many

sources of secondary data; such agencies like chartered institute of

marketing has an agency called INFO MARK that provides online

service as well as other secondary data. Her services are open to

Chartered Institute of Marketing (CIM) members and non-members.

Governments throughout the world are major sources of secondary

data. Some countries publish guides to previous research for sale.

Secondary data apart from alerting the marketing management on

main issues in the market, it is hazardous to accept secondary data at
its face value. Thus, information obtained from secondary data should

be tested for impartiality, validity, currency and reliability.

Primary data; Qualitative research and Quantitative research.

Qualitative research is the only reliable way marketers can obtain

information about customer motivation. The research creates the

circumstance in which the customers can open up to inform the

researcher what motivates them without the research prodding them.
This form of research is called unstructured research, mostly

exploratory. There are many ways of conducting qualitative research

such as depth interviews to focus groups discussions. Questions am

mostly open format employing the 6Ws (i.e., what, who, why, wheOj

where and how). The research requires a high level of interviewing

The data is obtained from a controlled sample of respondents
representing a targeted population or information may be obtained

from all members or elements in the targeted population.

Data analysis
This is a process of statistically determining what the research

responses mean. Once the data has been collected, they can be

analyzed and translated into useful information. Your research is

primarily- aimed to aid you in making management decisions. For

instance.
- Should I expand into new geographical areas
- Should I change or add to the product mix
- Should I change the business closing hours

Vour research will give you information that will help take proactive
decisions.

limitation of market research
^though market research is very significant to small business

owners, it has its limitations. Respondents can only give you

*itformation of what they know currently and perhaps what they
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focus his/her marketing efforts for greater impact. The brand which

traditionally styled the name, colour or logo would help identify your

target market and choose your company identity, choose your

marketing channels and active ities such as print advertising, website,

social media, brochure and flyers etc. set your marketing budget

according to the available resources and the goals to achieve, nurture

your target market by delivering or promises, follow up after sale,

revise and monitor your marketing programmes to determine the level

of achievement of set goals because it not only distinguishes you

from competitors but also makes a memorable impression on

consumers. Examples are free drinks and snacks to hungry waiting

guest in a restaurant coming from the restaurant manager; a gift of

popular music cassette with a thank you note from a car dealer in

appreciation for the patronage and a friendly welcome with a

comfortable chair and a bottle of soft drink to a shopper, in men’s

wear shopping centre.

Other gifts which can make a lasting impression on customers are a

choice fruit and a choice newspaper, eoming from a taxi driver/uber,

clean towels, baby sitting coming from health fitness centre and

plantain chips coming from the owner of a ‘bukar’ (comer store) to

hungry customers waiting in a queue.

expect in the future, but they cannot predict accurately what people

would do in the future. Despite its shortcoming, marketing research

confers the following on an entrepreneurial business; it helps the

business to strengthen its position in the market, mini^zes failure of
investment in marketing campaigns, facilitates strategic planning and

uncover emerging trends. Moreover, it helps the business to stay

ahead of competition, evaluate the success of a business agamst

bench marks and helps to identify customers’ needs and demands.

Branding & delighting your customers
When you undertake to do something beyond your customers
expectations you give them value above what they paid for. Thus, you

have created a magical experience. Magic experience will leave a

long-lasting positive impression. Make sure that yom magic

experience becomes an integral part of your business i.e., it happens

every time for every customer. If you treat a customer well, he will at

least tell it to two customers but if you treat him bad (murderous

experience) he will not forget it, but will tell it to at least 10 people.

Brainstorm what you do to customers for your magic experience. For

instance, by saying thank you to your customers. Send them a note, a

card, some flowers or a gift, tell them how much you appreciate their

business, help to identify and brand your business.
Delighting and amazing eustomers (target market) can take different

In branding, however, do not do what others are doing. Not doing fonns. The following are ways you could delight your existing and

what your competitors are doing implies that you have to develop potential customers i.e., maldng customers’ experience better each

your business brand. Branding is needed by every business time they call in, anticipating customers’needs and delivering beyond

irrespective of size. A brand traditionally conveys a name, logo or expectation; providing a unique and excellent product/service for
colour, however, it is more than that, as it emotionally connects with customer value; eliminating dissatisfaction among your customers

the identified target market that the entrepreiieur has chosen to serve. empathizing with your customers by being responsive. Others are

Since providing a typieal product or service to everyone in a ^ven empowering and satisfying employees who in turn will satisfy your

country or community will be expensive and ineffective, choosing a customers, being reliable and keeping to time and promises, listening

certain segment based on certain characteristics such as demographic customer complaints and attending to them with dispatch and being
educational level), behavioural responsive to the customers needs which would improve theirvariables (age, sex, income,

tendencies, (attitude, usage rates loyalty), lifestyle (social class,

personality and personal values) and geography which deals wi

location and climate conditions; would propel an entrepreneur
to

^^gagement.
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Importance of branding
Branding is a veritable marketing tool in that it confers the following
- brands (product/service) recognition, brands loyalty (well-deserved

patronage); brands advocates (word of mouth advertising), trust

within the market place, ability to generate new customers and

increment of business worth, and employees’ pride and job
satisfaction, among others.

Practical strategies to make your customers feel welcomed
unwelcomed

• Cold reception and treatment from employees constitute a

buying hindrance. Your employee needs the training,
empowerment and job satisfaction, to become customer
friendly, otherwise there would be customers’ distrust.

• Organisational policies e.g., money back or refund for faulty
goods, otherwise there will be no buyer’s confidence in you, as
well as in the business organisation.

or

Entrepreneur: Friendliness and hospitality.

In today’s market place where buyers and even suppliers are well

informed, forcefiil, confident and astute businessman must be

prepared to take the risk off the customers in a business transaction.

Unlike in the past, where the unwritten law in a business transaction

is buyers beware, today it has reversed to sellers beware. To be able

to have your customers feel welcomed to your business, you must be

able to affirm to some or all of the following questions.

• Do all your employees know their jobs?

• Do the employees truly understand the issues on hand and the

needs to serve, so that they can become part of the effort and

contribute to the organisation's success?

• Are the needs of the employees met i.e., do they feel

comfortable, and understood?

• Are all your employees highly motivated and empowered?

On the reverse, the following are proven strategies that would make

your clients feel welcomed:

A smile on your face, and a smile when you are on your phone will
positively transmit effective tone and rate of speech; your office

appearance will show forth in the public perception of your reception.
The acknowledgement you accorded to your clients - a good
handshake, greetings and make eye contact with them.

Others are automatic welcoming e-mail and communicating regularly
with clients by replying each email and thanking them at the end of

each transaction. In addition, paying attention to your customers by
eliminating every distraction when attending to them

Attracting customers
The preceding paragraphs in this chapter's discourse assumed that the

customers are in existence already. Customers are hard to attract; this

is a fact every entrepreneur should know. You may have opened the
door to your business, launch your website, announce your wonderful

new product or service on many social media platforms, yet

customers avoid you in droves. If you have conscientiously built your
business, customers may not necessarily come, at least initially and
not without some poking. The entrepreneur should not panic or
despair, this is one of the preliminary risks of business formation.

If there are no affirmative answers to the above questions, then your

internal marketing is wanting or faulty. A business axiom says, look
after your people and the business will look after itself.

We must sell our philosophy, goals, issues, services/products to

ourselves. Employees must be trained to know their jobs as subject
matter experts. We must motivate the employees on the job, and not
demoralize them; otherwise, they would pass the demoralization to

the customers, in form of complacency or doing the minimum at

work.
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The first task of the entrepreneur is to use promotional ideas to let hi
target make know he/she exist. Your short-term promotional device v
focused to announce your business and build
awareness. Examples of promotional strategies

(1) Give your product/service away
A typical entrepreneur Mrs. Adams established a takeaway luncl
pack shop made up of baked cake, fish roll and filed chicken

located in a popular shopping centre in the city centre. On the

first day of business, she opened her door for business, and low

and behold she waited fi*om morning to end of lunchtime
(specifically 4:30 pm), and not one customer visited her shop for
patronage. Mrs. Adams knew that the following day, her lunch

pack will not be fiesh if kept, then she took a drastic decision and

thought within herself if I can't sell them, I am going to give them
away. She packed her lunch packs and started giving them out!
fi-eely to passersby. Initially, not everyone was interested in a free*

lunch pack; however, some bold ones took it. The following day
many of those who tasted and ate the lunch pack came back for^
patronage. ,

(?>. Persistence and attracting attenHon
; Mrs. Ademola (not her real name) a retired head-teacher in a

public school, decided to set up aii entrepreneurial venture to care

for early childhood education (Nursery/Pre-school institution).
The school was well located in an urban residential area. Mrs.

Ademola went through the teething problem of not having
customers for upwards of 3 months after commencement of

business. With her persistence and attention getters strategy to
mothers in churches, market places and even in their homes, she
was able to break the jinx when she got one child that enrolled

after 3 months of opening the school's door to customers.

Taking the irsk off the customers & making your business stand

out

Bad customer services, customer unfiiendly practices and policies kill
business. In your business, make yourself a customer for a particular
day, call and drop in as a normal customer. See how the telephone
was answered, how you were greeted. What barriers did you

experience emotionally and physically; would you want to do

business again with the company?

Here are ways to remove the customers* perceived risks
• Sample or trial product free of charge
• Let them purchase at a low introductory price
• Unconditional money-back guarantee
• Offer to pay a penalty if the product/service does not perform,

such as 110% of the money back if not satisfied.

If you cannot guarantee your products or services, not only are you
missing out on a great opportunity, but your product is something that
you shouldn't be selling.

Taking away the irsk from your customers is a Unique Selling
Promise(USP) itself, and it will make you unique. For instance, if you
don t like it, just return it and we’ll give you a full, no-questions-
asked refund. You can also ask your customers to find out the irsk

removal offer you can give them, just as you did with creating a USP,
by knowing their concerns, desires, needs and fhisfrations.

removal

For a retail shop - Is the parking lot good? Is the entry inviting
enough? Do you have customer-fiiendly signs to indicate where the ^
products can be found? Do you have baskets, carts, supportive j

persoimel to carry goods? Etc. |
If the business is by mail order

• Is the form as simple as it should be?
• Are the instructions clear?

up customers

-V-
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• Do they ask for information that is not needed?

• Is there a stamped addressed enveloped?

Carry out your research very well to get the right persons for your
targeted sale, your advert should address the reader's needs by
offering a USP in the headline, so that you will be selling to the
people who can buy.

Differentiation in product and services

Making your business stand out from a host of competitors comes by
differentiating your product, customer services, etc. though difficult,
but not impossible as it has made the big brands like Pepsi, Coca-
Cola, Zenith, etc., successful. Effective differentiation is a great
challenge to entrepreneurial business which is competing against big
names. However, the following are some differentiating factors that

can help a business to stand out:

> Customer service: A customer’s experience at the point of
service delivery leaves a remarkable impression either
positively or negatively. Where it is positive, the satisfactory

customer service will earn a repeat purchase, which may lead
to customer loyalty.

> Build a strong relationship: A negative customer service

experience, which is not corrected, can spread like wide fire;

through word of mouth or social media. Any complaint by a
customer should be attended to immediately to build a strong

relationship.
^ Honesty in business transactions: Lying to customers in

business transactions, especially by a sales representative is

against the principle of "Honesty" is the best policy. Lying to
one's customers is like shooting yourself in the foot. Tell the

truth at all times, for it earns your customers' respect.
■ > hmovative: With the emerging technologies you must continue

to reinvent, your processes and products. Unique ideas make

for long-lasting positive impressions.

> Corporate social responsibility: Social responsibility of

business goes beyond being a philanthropist and taking care of

core stakeholders, but it includes programmes of serving the

best-rated quality products or services.

Social media: Having a website, Facebook page and writing a

blog contribute to attracting and educating potential customers.

Hi^-quality content blogging grants the benefits of blogging.
Guarantee: Guaranteeing the implementation of whatever
promise you made is an assurance to potential and existing
customers that you truly care about their satisfaction. For

instance, refund of money if unsatisfactory and next-day
delivery services are often stated. The question is does

business implement these promises 100%? The ability to stand

by one or more of these marketing tactics makes your business

stand out from a horde of competitors.

Takeaway: Satisfying your customers
Marketing is all about satisfying customers' needs and wants. It is the

easiest way to increase sales and make more profits. Meeting the
desires of the consumer starts from finding out what the

longing for. Therefore, an astute marketer needs to find the answer to

the following basic questions.

>

consumer is

> What do customers think about my products/services?
^ What problems do they want me to fix?
> What features do they want me to add?
> What are the problems my distributors and resellers

encountering in selling my products/services?
> Where are the competitors excelling and why?
> Is changing customers’ demand affecting my capabilities?
^ What new markets are emerging that I should enter?

are

The following are your takeaway in pursuit of satisfying your
customers

Put yourself in customers' shoes always
Find out what customers expect from you
Hire a mystery shopper (A hired customer) to evaluate the

service process of business
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attract more customers through traditional mass media technology-
such as print media (newspaper and magazines) radio, television,
direct marketing, joining a local business group e.g.. Chamber of

business/commerce.

Offer staff incentives
In today’s market, for all products in increasingly competitive, the
sales team is task to drive the company’s revenue. Therefore, sales

incentive programme in which rewards are based on performance will

motivate the sales/persons to achieve goals more efficiently. All

category employees can be involved in customer referral programme.

Participation is voluntary. With a certificate bearing the companies
logo and participants identify, number, participants are enjoined to
distribute to friends, family members and anybody also they
come in contact with. This is called on-site marketing tactics, which

involves the company best assets (empoyees and customers.
Employee contest is estimated to have as much as 27% conversion

ratio of first time to regular customer.

Positioning your product
Tell the story of how-to use of your products or service leads to the

benefits. Good positioning can make your product/service attractive,

different and special. Find out the features that make your product
special and use them as the main thrust of your positioning. Establish

a memorable brand for your product or service. Branding is about

selling everything about or associated with your organisation. Thus,
establishing a lasting and attractive brand connotes the brand

brand signal or logo, employees' engagement idea. A
perception of the brand is the brand knowledge,
recognition and recall, brand image, etc. denote how
perceive the brand based on quality and attitudes towards it i.e., what
Slays in their memory.

Customer service in a manufacturingfirm
*^ustomer service is the direct one-on-one interaction between

Consumer intending to make a purchase and a representative of the

Observe your business objectively: Observe what customers
say, when they are attended to

Always talk to your customers: take one or two customers
aside and ask for their opinion of the service
Encourage your customers to give you their opinions on the
service and how the business is run

Opinions of customers should be implemented
Carry out a customer satisfaction survey always.

Face-to-face customer service: Face-to-face interaction with the

customer is the first component of customer service. This is followed

Be welcoming: A strong, warmth and sincere greeting are

some of the most basic of customer service. It may be over the

phone or when walking through the front door, with good eye
contact and a smile.

Teach your staff to be organized: An impressive trait that gives
the customer confidence in the business

Teach staff to be prepared to make a recommendation. Trained

staff or office sales personnel have the ability and confidence

to recommend a product.

They should talk to the customer, not through the customer
(talk in details), you must recognize that that waiting customer

is the one that pays your bills, so he must be served by a
fnendly and interested person (staff).
Teach staff to do the unexpected: good customer service is aH

about details and doing small unexpected things that make the

customer feel fine. Look for ways to do little unexpected
things that would make your business stand out (be unique)-
People will talk about the extra little things that you do.

Remember to say thank you, when a customer leaves your
premises after purchase it is nice to say Goodbye, thank you.

Other virtual marketing tool to attract customers include Facebool:

advertising, content marketing, email marketing, webinars and

consultation and employee referrals. In addition, the entrepreneur cafl
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company that is selling the product. Most retailers see this direci
interaction as a cridcal factor for buyer satisfaction and repeat
purchase. However, in a manufacturing organisation that has many
sections or umts where customers and employees interact, there is
other technical equipment that enabled customer service another face
to-face interaction. Examples

I

Chapter 9

MANAGING HUMAN RESOURCES FOR PEAK

PERFORMANCE IN AN ENTREPRENEURIAL VENTURE
tf

i
r Train people well >
Enough so they can leave.
Treat them well enough
so they don’t have to

sMichard Branson (2022).

are;

/ Hiring the right people
r and developing them is
, the most important job
V of a manager

Unknown

> Telephone: Customer service could be made
pleasant through the

convenient and

of the telephone. Good telephone
service amounts to good customer service. In the use of the

phone. Speak audibly make your answering service friendly
keep background noise in check etc.

Internet; The Internet provides access to information for the

customer at their convenience. Making your website friendly,
quick response to emails and the
people amounts to better customer

Promotion: Customer promotion material which is written in a
friendly, clear and
facilitates customer

use

hi
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Managing the Human Resources

The management of human resources deals with the recruitment,
training and development, reward, and motivation, retention,
redeployment, safety, and departure of employees. The activities of

Human resource management go further to include the provision of
satisfying work and environment, to enable employees to experience
job satisfaction. ' .

Recruitment and retention

Recmitment of new employees into your workplace must be preceded
by establishing adequate policies and procedures. An organisation’s
recmitment policy represents the organisation’s code of conduct in

Ibat area. For instance, an organisation’s recmitment policy could
have the following:

• Advertise all vacancies internally and externally

• Reply to every job applicant with minimum delay.

. • Inform potential recmits about the job details of every job
advertised.

• Process all applications with efficiency and courtesy.
• Seek candidates based on their qualifications and experience

for the positions vacant.

• Treat everybody invited for an interview fairly.

• No discrimination against an applicant on the ground of sex,

t-'' '

n••L'

of real-life photos ofuse

service.
>

easy-to-understand professional
service. A friendly written promotion

matenal answers all common questions, communicate without
technical jargon and specify contact details.
Employee contact; Where everybody in the organization is

committed and dedicated to their work facilitates good
customer service. In the past, customer service is attributed to

the sales department's offer, but today
contribution enhances

way

>

every employee's
For instance,

customers are not to suffer as a result of internal bickering,
every department must see customer, satisfaction as its focal
point.

customer service.

Self-Assessment Questions
(I) Show how you can use branding strategies to enhance

positioning of product/service

(II) Discuss how your business can make customers feel welcomed
and what can make them feel unwelcomed.

For more information; iVsit: www,cfcnigeria,com '
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• race, age, religion, physical disability, etc.

• Hire an applicant that has the potential of a peak performer

Selection of employees
To hire the right and suitable employee, the entrepreneur has to select

an employee from a pool of applicants by matching their application

details (resume) with job requirements i.e job description and job

specification. The job description is a document that specifies the

duties, tasks and responsibilities of a position. The document

summaries all tasks associated with each duty and the essential role of

the jobholder. Job specification, on the other hand, indicates the

skills, abilities, knowledge and other personal requirements a worker

needs to successfully perform a given job.

In selecting an employee, the entrepreneur evaluates the applicant

through the applicant’s application, resume and selection interview,

which may be an oral or written test. The interviewer must strive to

select an ideal applicant, who demonstrates self-management skills

and independent achievement, has positive self-esteem (confidence in
selfrworA) and believes in controlling his life's destiny. Furthermore,

the selected candidate must have personal and professional goals, the

ability to overcome setbacks in life rather than blame others or

him/her.

Employee orientation and training
Employee orientation normally involves an introduction to methods

and procedures of the job and the rules and regulations of a company-

Employee orientation should not be left to the coworkers to be carried

out informally, a time permit basis. Employee orientation should be

formal and comprehensive covering issues such as;
• Provision of a job description and job specifications
• Overview of the organisational mission statements i.e., the

general values and principles which guide work standards in

the venture. Ways to become a role model employee or
manager, such as having a positive attitude, trustworthiness,
integrity, etc. The department's relationship with other

departments and the employee's role as it relates to the goals of

the department
• Introduction to the departmental staff and his/her colleagues

Review working conditions such as; working hours, lunch period,

overtime, probation period, illness, time and attendance recording,

personal emergencies, performance appraisals.

■m

Review of benefits
Insurance (life, disability, medical, travel, accident, workers

compensation), tuition reimbursement, holidays, sick and vacation

days, career development, employees’ assistance programme.
Pro\dsions of employees’ handbook, security procedure, copy of the

newsletter, organisational chart, telephone directory, restaurant guide.

Employees' names, positions and starting dates should be announced

on Ae notice board.

Methods of training
There are various learning styles available for imparting knowledge

to workers of an entrepreneurial venture. Some learn through

visualization, bands-on-experience while others prefer one-to-one

demonstrations. Moreover, on-the-job-training, where a

employee works with an experienced employee or supervisor, lecture

classroom, where one or more instructors impact
knowledge to others and conferences i.e., group discussions which is

similar to lecture method. Others are role playing, which involves

acting in new roles within the company, job rotation, where employee

*nove from one job skill to another and correspondence course, where

updated current knowledge are acquired through sponsored
professional associations.

Compensating employees
The primary purpose of wage and salary administration is to assure

^oth management and employees of fair and equitable compensation

for services rendered. It is difficult to arrive at the practical wage and

Salary which is fair and equitable because it is not entirely an internal

company matter because of Government and labour union forces.

new

in a seminar or
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However equal pay for equal work is most equitable pay system

Most human resources (HR) leaders are imder pressure to attract,
motivate, engage and retain its employees especially the high talented

management positions, through their pay system. There are many
types and methods of compensation plans that a company may adopt;
these are salary structure, commission, bonuses and hourly pay. The
pay structure a firm adopts must be seen to be fair and equitable,
consistent with compensation structure of comparable organisations,
particularly in the same industry. Moreover, it must recognize
individual capability and proficiency, provides how to resolve

compensation conflicts in a rational way and recognition of changes
in cost of living in the labour market.

Incentive pays programmes
Two common types of incentive pay programmes
Bonuses

Bonuses are given to individuals or groups to compensate or reward

employees for high performance. For instance, when employees meet

objectives set for attendance, production, cost savings, quality, or
performance. To be an effective motivator reasons for which a bonus

is awarded must be communicated to the employee.

Profit-sharing plans

This is a hi^ly flexible plan. A certain percentage of salary

contributions is credited to individual workers’ accounts. The

percentage of contributions varies according to the profit earned, h
gives the employees sense of partnership.

Monetary rewards and motivating the employees
The payment policy in an organisation is designed to meet the

following purposes:

• To attract sufficient and suitable employees.
* To retain satisfactory employees.
• To reward employees for effort, loyalty, achievement and

experience.

In practice, wages and salaries are paid for the following reasons

i. To fulfill Ipgal obligatioj> - the ‘minimum wage’ reason

ii. To obtain a fair share of .the labour market - ‘competitive’
reason

Hi. To provide an incentive for employees - the ‘motivational’
reason

To keep pace with inflation - the ‘cost of living’ reason.

An organisation's payment policy is influenced by the prevailing
circumstance in the labour market and the nature of work. Other

variables that influence organisation’s payment policy include

organisation ability to pay, bargaining power of trade union officials,

cost of living, productivity, custom and practice, in the industry or

state and technological changes.

Effectively rewarding your employees intrinsically and

psychologically, such as sending a personal note of thanks from the

boss, giving out a football match ticket or movie ticket, giving out tee

shirts, having a dinner with employee’s spouse and bestowing a

travelling trophy. The above intrinsic motivating factors create better

public image of the firm, cordial relationship among the staff,

releases the untapped reservoirs of physical and mental capabilities to

propel employees to excel in their tasks.

Motivating factors
Motivation is the process of stimulating people to act accordingly to

achieve pre-determined goals. It is a managerial process that

stimulates en^loyees to work best of their capabilities by providing
them with motivational factors that are based on their unfulfilled

personal needs. The significance of effective motivation in the

Workplace cannot be over-emphasized. Some of the importance of

niotivation is as follows: High efficiency at work - effective

luotivation releases the untapped reservoirs of physical and mental

capabilities of employees; the organisation earns letter public image

iu the employment market, creates room for cordial relationship

in

iv.
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among staff and helps employees overcome resistance to change an]
other employee counterproductive work behaviours
absenteeism.

Ingredients of motivation
(1) Intensity: Motivational intensity was to do with the strength of

the reward (motivation) i.e. what's in it for me (WIIFM)? Is the

motivating factor strongly desired by the performer
(employee)? If the performer strongly desires the motivating
factor, he/she would be motivated highly but would be slightly
motivated if the intensity of the motivating factor is low.

(2) Durability: Motivational durability fv bbbrefers to how long-
lasting the motivating factor is if the motivating factor is

intermittently reinforced the motivation would last longer. For
instance, continuous improvement breeds durable motivation.

(3) Context: The context of motivation has to do with the

environment i.e. the time, place, and how the motivating factor

is delivered. For instance, if the reward is dispensed
immediately after the act, that immediate reinforcement leaves

no confusion in the mind of the performer. He is assured that

reinforcement would take place immediately after he/she
performs the act.

(4) Perception: The perception of individuals with regards to their
values and needs vary. What might be considered

such as?
i

The following are some of the factors
employees

(1) Set smart goals: Goals setting for employees become meaningful
it is based on SMART acronym, where:

Specific
Measurable

Achievable

Realistic

Timely

liyou can use to motivate your

S

M -

A

R

T

To motivate employees, they should be able to understand what is

expected of them, visualize the success in their roles and to

explain how their contribution makes a difference to the business.

(2) Recognize and celebrate achievement by management, should

not recognize and celebrate only big wins, but weekly,
monthly or quarterly goals should be acknowledged

(3) Provide positive feedback: Positive feedback is meaningful
when it is linked to something specific e.g.,
presentation’ ‘well done’. ‘Your talk is highly appreciated’, ‘it

will help improve one employee commitment’.
(4) Follow through on promises: Management should be mindful

of promises made and see that they are fulfilled as it has a

direct impact on employee engagement. Losing trust
manager as a result of unfulfilled promises can lead to distrust

of the whole organisation.

(5) Promote transparency and listen to employees.
(6) Rewards: Focus not only on extrinsic but also intrinsic benefits

or rewards

as a

motivating factor could be considered of little worth by
another. For instance, the reward the employer considers
positive motivating factor can be perceived as negative.

as a

Positive and negative motivatingfactors
Motivating factors can either be positive or negative reinforces.

Positive reinforcement in workplaces include monetary reward, better

Working conditions praise, paid vacations, fringe benefits respect,
recognition, a pat, etc. negative rein-forcers, on the other hand,
include calling of names, kicking butt, penalties, reprimands!
docking, or withholding of pay, removing privileges, cancelled

Vacations showing contempt or non-recognition. Negative rein

forcers demotivate rather than motivate employees i.e., making them
niove in the opposite direction such as stealing, absenteeism,
sabotage, uncommitted attitude, etc.

in a
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Intrinsic and extrinsic motivation factors
Extrinsic motivation factors are job promotions, monetary rewards,

praise, fame and other special perks like individual parking spaces.

Extrinsic motivation factors are external which irval organisations

and others can dangle at your employees. Intrinsic motivation on the

other hand originates from within the Job itself. It is personal and

internal, unlike the extrinsic motivation factors. Intrinsic motivation

factors are autonomous, belonging, mastery, love, meaningful,
curious. In a typical worlq)lace, the following are intrinsic motivation

factors such as the job itself - where the job is meaningful and

challenging, an opportunity to achieve something, excitement in

doing a challenging job, empowerment control over the job,

recognition of the role by the top hierarchy and curiosity to prove

secret point, for the sole pleasure of learning.

ii'

I

■ f
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The need for self-fulfillment

growth, creativity and
utilization of abilities y

Self-actualization

The need for respect,

prestige and recognition
Esteem needs

^1
The need for a sense

ofbclonging y

•4-'- r '
fT-=f5i

Social needs • 1

some

The extrinsic motivational factors include promotion, bonuses,

monetary rewards, badges, competition, contest, fear of failure, fear

of punishment, praise, power of affiliation, appraisals, gold star or

golden wrist watches, visibility or exposure.

The need for protection

and stability e.g. Job

security
Safety needs

The need for biological
maintenance e.g. food,

water health, sex f
Physiological needs

From the base, once a set of needs e.g., physiological needs are filled/

satisfied, they no long motivate one. This implies that once an

employee has satisfactorily met his physiological need i.e., food, sex,

they cease to motivate him, while the desire to satisfy the safety needs

will preoccupy his mind. To suitably motivate an employee the

entrepreneur must find out the stage he is in his five-step charted

Maslow hierarchy of needs. He/ she will be motivated and job

satisfied if he/she is supplied with the resources to satisfy his/her

unfulfilled needs.

Theories of motivation

In this section, we examine two notable motivational theories in

management literature.

Maslow hierarchy of needs, (1943) and Herzberg two-factor theory

(1966).

Maslow hierarchy of needs is a five-step charted set of human needs,

which is motivation everyone starts from the base (physiological
needs) till he gets to the peak of his career (self-actualization need).

11

I

herzberg two-factor theory
Herzberg (1966) propounded a
Herzberg stated that there are two categories of factors that influence

employee job satisfaction. These are:

two-factor motivational theory.

I

I
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For employees, empowerment means employer of first choice that

provides
always willing to work with as compared to other employers.
Employees tag an employer, ‘employer of choice’ based on what they

saw or heard prior joining the organisation, treatment at the outset

and ongoing relationship within the organisation, i.e.,
organizational culture. Other management philosophies that influence

being tagged ‘employer of first choice’ are employment of right

persons who are more skilled and talented than the entrepreneur.

Moreover, the entrepreneur seeks out for the best interest of her

employees, ^making the job exciting, meaningful, challenging and

intrinsically rewarding.

For any employer or manager to successfully apply the WIIFM

principle, particularly to his direct reports, the manager must:

(1) Be fair in all his/her dealings with the subordinates. He/she

must not show favouritism i.e preferring one worker over

another.

(2) Have a positive attitude: Most people always want to attach

themselves to one who is optimistic, winner minded than a

pessimistic or loser-minded person. Make sure you are
positively oriented not negative and offer your employees a

fair share of all the rewards. This would motivate them highly.

(3) Assist: A manager should be good and generous to his

colleagues. It is your interest for your colleagues to perform

well on the job, therefore provide your colleague with
whatever assistance you can.

(4) Let your colleague shine: Your colleagues also desire their

successes. This implies that you should not become too visible,

moving ahead of all, such as getting a regular promotion,
otherwise you will be perceived as getting at their expense.

(5) Help your colleague to look good; Your immediate boss also

loves to look good before her boss. Thus, your work must

make your boss look good for her to appreciate you. Let your

superior employee experience and whom workers are(1) Work content factors e.g., employee’s sense of achievement,
responsibility and personal growth.

(2) Work setting factors: work environment factors such as salary,

supervisor’s training policy.

To improve productivity and stop absenteeism, murmuring and

rumor-mongering among employees, the entrepreneur must identify

which of those factors are not provided for. If an entrepreneur decides

to furnish offices with modem furniture without looking into the

work content factor, motivation would not be achieved. The same is

where intrinsic job factors e.g. job enrichment, flexible working hours

and the work setting environment are unattained to, the motivation

will be inappropriate.

‘What is it for me' (WIIFM) Principle in motivation
Human motivation rests on the premise that all people i.e., both

workers and non-workers are motivated by self-interest. According to

Kushel (1994), self-interest is explained as
(WIIFM). WIIFM motivates everyone including your good self and

all managers must be good motivators. WIIFM principle is a

universal principle that is true in motivating everyone irrespective of
work class and type. Motivating people through the WIIFM principle
is to make them excel and achieve peak performance. Since it is

known that everyone responds to WIIFM of praise and recognition,

there is always more room for that to lead to higher self-motivation.

Employee empowerment
Employee empowerment
authority and responsibility' from
Empowerment can be used to motivate employees as they will view

the entrepreneur's action positively since they are recognized and
treated as partners. Empowerment makes an employee develop hi®

self-worth and operate with less close supervision. In empowerment
clear goals and guidelines are established, workers work as a teamj
they prudently solved their operational problems such as reduction of

costs increase productivity, and quality output.

Jlra
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'What is it for me

is the transfer of ongoing job-related
managers to workers.
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1
must provide relational connections to keep a greater
number of key employees.

Start rebuilding trust - Highly entrenched organisational
hierarchy is a barrier to rebuilding trust. Cross-training can

help create a culture of trust which makes employees value

the organisation.

boss know how helpful she has been to you and publicly
attribute your success to her good work.

(6) Show loyalty; Almost every boss placed great emphasis on the

loyalty of the staff. Bearing the principle of WIIFM in mind,

you can motivate your boss to appreciate you further. Project

to your boss that you are loyal by showing it to him through

your actions.

Retaining the right employees
Retention starts at recruitment - If you have to retain your employees,

make sure you make yourself the employer of the first choice coupled

with employing the right people.
The employer of first choice is an organisations that is hi^ly sought
after, i.e. where potential employees are desirous to work in. Creating

positive work environment, where there is cordial interpersonal
relationship among the employees, an altruistic and outstanding

organisation brand would make your organisation an employer of first

choice.

Aside from the above, to retain the best performers in the job, the
manager must apply WIIFM (self-interest motivation) principle. The
following are some tried and true WIIFM principles for peak
performance:

(a) Trustworthiness: Self-responsible performers are realists and

they know it is in their best interest to be loyal to the company
i.e., to be trusted and be trusted. Therefore, WIIFM of trusting

offered would surely motivate self-responsible performers.
Mutual mission: Self-responsible workers would be highly
motivated if allowed to share in leadership responsibilities,
corporate mission, vision and goals, and in authority and

responsibility for operational processes. Participation in

management can help motivate the self-responsible workers as

they would have a psychological 'bury in'.
Total quality management (TQM): TQM is defined as a

management approach to organisational long-term success
through customer satisfaction where TQM is practiced; all

members of the organisation participate in improving
processes, products, services and culture in which they work.
Making employees involved in the process of producing high-

quality products will be useful WIIFM (motivation) for peak
performers. Also is developing total quality people (TQP).

Benchmarking: Benchmarking is a method of comparing one's

industrial production output with the quality of a particular
company's production. This can promote greater quality
awareness among peak performers at all levels in the
organization.

a

(b)

Retention strategies for the organization
1. Better work/life balance programmes: Organisations can

improve productivity and revenue or both by implementing
better work/life balance programmes such asDependent's-care
leave. Child care subsidies (education sponsorship), Elder's-

care programmes. Counseling and referral, Flexible working

Offer the opportunity for professional growth and

(c)

hours,

development.
2. Mentoring which is an informal method of inculcating

knowledge and skills help to revitalise older workforce
members matched with younger employees

(d)
O Treat employees as partners: Apart from empowerment,

of ownership. They want
path to be a betted

employees now want a sense
feedback on performance and want
contribution.

Help employees to find community in the workplace. Ther®

is a high need for a meaningful relationship. Companies

a

116115

i



Employee’s performance appraisals
An employee's performance appraisal is a process of combining both

written and oral elements - whereby management evaluates and

provides feedback on an employee's job performance, including steps

to improve or redirect activities as needed.

Documenting performance provides a basis for pay increases and

promotions. In addition, appraisals are also important to help staff

members improve their performance and as an avenue by which they

can be rewarded or recognized for a job well done.

A manager's appraisal of an employee's past performance should be

first of all, a partnership of shared responsibility of problem-solving

and career development between the manager and the employee

S' -T
motivation for Manaeement by objectives

(f) Management by objectives ( plformers in setting goals. In
® is theWess of involving ‘™on ^ value

.0 «

makes the work meanmgfu V ™P increasing variety
flexible work schedules f ^ task i.e job
of work done by individuals, ^ gjnem. This work
enrichment rate (self-interest

isthat

Performance appraisal goals

is the most commonly i. To improve the company’s productivity
ii. To make informed personnel decisions regarding promotion,

job changes and termination
iii. To identify what is required to perform a job (goals and

responsibilities of the job)
iv. To assess an employees’ performance against these goals

v. To work to improve the employee’s performance by naming

specific areas for improvement, developing a plan aimed at

improving these areas, supporting the employees’ efforts at

improvement via feedback and assistance, and ensuring the

employee’s involvement and commitment to improving her

performance.

arrangement
motivation) for peak performers,

(h) M«n««y „„t up
used motivation factor. cVielter clothing as
their physiological needs such as footehete^ ^

i^terial gifts to themselves a
motivator has its many s o , monetary rewarti

l=,.l of 1»«>” “ »•

reinforcement quickly attai would discover tha
is innovative and imaginative,

infinitely more motivatmg than moneiai)

with
■ If i

well ^ '

as

as a

manager is

many things are
rewards. . . „ -u-ip rewards that are likely t®
Psychic income: These performers. Examples at
appeal to s^er opportunities for To realise the above goals the employer must-see performance
pres tS ’ ’ feeling important, doing a meaning appraisal as a process of dialogue, whose ultimate purpose is for the

motivated workers/performers, psychic T-annl .
eaten unlike real income (monetary revmds), A y T^ypes of appraisals
u nne- and leave the other. The extnnsic and tn m i. Traditional: This is the process in which the employer sits

^ combined to effectively mo i j down with the employee to assess his performance for the
previous performance period; usually one year. The discussion

0)

a..

.^1

factors of motivation are
peak performer.

-
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tasks noted in the job description and employees' Legal considerations in employee performance appraisals
Consideration must be given to discrimination suits, by employees,

and since most promotion, pay increases and termination are tied to

performance appraisal; all appraisal results should therefore be

documented. Second, as appraisal system has its impact on the

employees’ status, their results must be communicated to all

employees. Moreover, performance measures must be related to the

task performed, managers who provide the performance input, must

be sufficiently trained and should provide timely feedback on

employees’ performance.

is based on

abilities as observed by the employer.
The performance is rated and the ratmg is tied to salary
increLs promotion, etc. Some professionals have suggested
"vds of ratings vis. outstanding, folly competent and

. pi

unsatisfactory,

ii Self-appraisal - Staff members are
appraise themselves. This is to encourage
rSonsibility for their performance, by assessing
achievements and failures and also to promote
management of development goals. i c at?

hi. Employees initiated review-In this system, ® I Unleashing employee creativity
encouraged to ask for a review from the manag . ^ challenging work environment is an environment which drives

promote attitude a self-management among the s a workers to put in their best. In such environment employees are

makes critiques more honest. between empowered which will make them to be initiative and imaginative.

This review system promotes more explore their potential, improve their skills, rewarded for positive
the staff and managers. It should be noted tha i contribution and no punishment for the mistakes made in work

replace the semi-annual or annual appraisal. anoraisal process. A challenging work environment provides organizational
360 Degree feedback - The 360-de^ee tee ac pp support, such as skills acquisition and training, supervising

the situation whereby feedbac on p y | encouragement, which would unleash employee creativity for

increment in organizational productivity.

individually asked for self
staff to take full

their

I

t

iv.

process refers to
performance is being provided by the
- Management
- The employee’s colleagues (peer evaluation)
- The external customers

- The employee himselfrherself

n

When hiring an employee, you do not need such affinities like similar

traits; common religious beliefs, ethics, background, alumni of one

great institution, etc. rather lookout for similarities in work ethics. .

A A QTTiall values, attitude, vision, etc.

This type of performance appraisal is recominended fe ^ I
organisations because it ensures that employees pe orman | employees
observed by those who work closely with them. The discipline of employees involves action to modify or correct the

bl employe^ 1 ^ttiployees' behavioural tendencies and performance output. The
itena esep discipline is to ensure that the company rules and

:ks wi no regulations are adhered to. The employee handbook is the document

^ost organisations use to communicate the employer's mission

^latement, the business code of ethics, business policies, etc.

Examples for inclusion in employees' handbook

Employee performance appraisal is beneficial
to see their career future clearer. Positive feedbac
light areas of improvement such as \ improvei
will increase motivation and job satisfac ion, o „ , g goo|
engagement, retention and productivity of employee.

Others g

and cordial working relations with his boss and co-worker
.

as
:

1
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Disclaimer - The disclaimer specifies that the employee
2Sb™is not a contract of employment. A fired employee

sue based on the provisions if there is no disclaimer
notice,

b Employment policies - This section would descnbe
*e Iwi®

of woric, regular and overtime pay, vacations and holidays,
Srrmanrreview, equal employment opportumties (no
discrimination)

c Benefits - Relate insurance
nroerammes, tuition reimbursement, etc.

d EmSyee conduct - Explain your expectations
y^consider as important, such as your hygiene, dress

code,

punctuality to w^^etc. ^ organisation has business
e. therefore, HR will do all the work, to explain to 1 Managing business systematically implies setting up procedures that

termino ^ terminologies stand for. ensure the predictable outcome of business operation - A system

the new e p y employee a se^e approach implies that every employee does his or her work
and how the parts of the organisation effectively and also would be able to perform in another division

when the need arises.

focus on team building, values driven, encourage initiative, leadership

by example, zero tolerance for ethical violations. Moreover, thus, an

ethical manager must have the following mindset at work i.e.,

integrity, humility, altruistic, collegial and would demonstrate

confidence without arrogance.

a.

! I
can

, I it'

,1

System approach to business management
Business is a living entity just like a human being the human body is

a system because it has many parts working together, as a whole, so

also the business with many parts must work as a system. Examples

of parts of the business are sales, finance, production, marketing,

administration, division, etc.

plans disability plans, retirement
11 'i

f. Organizational chart -
of place in the business
fit together.

I Benefits of system approach
Ethical approach to managing , or rules of behaviour. To Where a business owner would like customers to come back for a

Ethicscanbedefmedas asysteino I purchase, the business should be quality-focused and

say that a particular act is lega o ^ however customer-oriented. The quality delivery process would be influenced
For instance, advertismg direc e thei-quality of the system’s management, the right attitude and
many would see it as unethical. training given to staff. Given an effective systematic approach in

A anaeer is said to be ethically minded in his work when he has a ^ business organisation i.e., a laid down procedure for

f und sense of ethical principles. Values and character are at tn operations, this would result in consistent customer satisfaction and

° f his work An ethical manager sees his job as making other Furthermore, a good systematic approach in management
them to pursue their hopes and dreams. would enable the entrepreneur to leverage on employees’ skill in

An ethical manager considers and takes responsibility for the efte which a subordinate staff with lower-level skill would be assigned to

A Perform a higher skill job at less cost to management,
of his actions on .t. i » j

‘Customers’, ‘Suppliers’, ‘Employees, Communities
other ‘Stakeholders’

^ '

h 1 I

■

^^easuring business performance
Measurement of business performance is a process of aligning the

Ethical leadership characteristics include justice. An ethical leader i operations of the business to its strategic goals. Every business has

fair and just, has respect for others, transparent, humane m behavio .

; i
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ii. Net profit marginkey performance indicators i.e. data elements that measure your

progress towards achieving your objectives.

To measure

develop, what we called a
scorecard would have business key strategic perspectives

such as

Net profit after taxes
Sales

need to iii. Return on investment

Total assets
the business performance accurately, you

business intelligence scorecard. Each
Net profit after taxes

Return on Assets (ROA

Return on Capital employed (ROCE)
Return on shareholders’ equity (ROSE)

• Liquidity ratio
i. Current ratio

• Financial

• Customer

• Operational
• People

Current assets

Current liabilities

In each perspective, you list out key performance indicators
which

could be measured quarterly or annually in order not to device from
plans. For instance, from a financial perspective, the key

performance indicators selected for measurement could
be

• Leverage ratios
i. Debt equity:

ii. Quick ratio Liquid assets
Current assets

With regards to customer perspectives, key performance indicators

include information on

- Repeat purchases

- Customer loyalty
- Market share

- Number of new customers

Operational perspectives would have, for instance, the following
key performance indicators such as

- Number of new ideas or suggestions adopted
- Level of production cost

“ Time required to produce a product or service
- Cost of raw materials

^-niployees’ perspectives. This segment of the business scorecard

Examines the employees' capabilities and training as well as

synergistic innovations and innovative capabilities achieved through
structural and cultural changes. Employees must have opportunities

improvement through training and development programmes to be

°n the cutting edge. Measurable performance indicators may include

- Length of employee tenure

long-term debt

Shareholders' equity

ii. Debt total capital Long-term debt
Fixed plus current liabilities

• Coverage ratios
i. Interest coverage Net profit before interest & taxes

Interest charges ■IJ

• Activity ratios
i. Inventory turnover

OR SalesCost of goods sold

Average inventory
Credit sales

Debtors

Inventory

ii. Debtor turnover

iii. Average collection period Days in year
Debtors’ turnover

SalesTotal assets turnoverIV.

Total Assets

• Proiftability ratio
i. Gross profit margin Gross profit

Sales

L k
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vision, their work would have a meaning to them because they
are addressing an issue they are concerned with, they would

passionately pour their hearts to do better work. Praise and

encouragement will cause people to be highly motivated and put
in extra effort in the course of their work.

- Employee education and knowledge
- Employee loyalty and commitment
- Employee training opportunities provided and accepted by

the employee
- Employee turnover
- Employee absenteeism rate
- Employee job or pay satisfaction

To inspire your employees, you need to draft and distribute an

inspirational statement of the organisation's values:

To be real: We need to be what we say we are, inside out.

We are reputed to be fiiendly, enthusiastic, caring, high-
quality conscious
We are the best: We out-perform competition; therefore,
our products would be euphonic to our customers.
To be inclusive: We embrace individual differences. We

perform better and serve the market better when in
diversity we work together.
To be creative: We grow in strength because we are
creative and see beyond conventional thinking.
To be accountable; We do not tolerate poor performance.
We all do what we have accepted to do to minimize the
company’s risk.
We believe in the Golden rule; In dealing with all our

stakeholders, we try to be fnendly, courteous, fair and

compassionate
(4) Demand excellence: No excuses you demand excellence and are

obsessed to do it right first and at all times.
(5) Be open-minded to your employees: Employees must have all

the necessary information about the company's performance and

how they are performing concerning it.
(6) Treating all employees as equals: Treating all employees from

CEO to shop floor staff gives way to building a trustable
partnership between employees and management.

(7) Build a team spirit: By stripping away all the unnecessary perks
and privileges and managers and treating all staff equally, we

Takeaway: Tips of managing people in the workplace
People or employees are the greatest and most valuable assets to any

business establishment; however, managing people in the workplace

is the hardest and most challenging aspect of running
a business

organisation. A company is as good as the people it
works with.

Employees must be treated concerning attracting and retaming the

skillful ones. In this competitive era, organisations rely on people

skills to weather the storm. The following are the tips for managing

people for motivation and retention in this 21“' century. With regards

to employee retention, the following tips are necessary:

(a)

(b)

t

(c)

(d)

(e)(1) Employees are the backbone of your entrepreneurial business

Most managers and chief executive officers (CEO) of
organisations acknowledge that people are the backbone

of their

business (most valuable asset) therefore they hire the right (best)

people and motivate them in the best way.
(2) Hire the right people: Hire the right people to fill every job

vacancy. It is not enough to hire based on one's eandidates
qualifications and talents, smart people i.e. people

who are

creative, innovative, and capable to challenge the status quo.

(3) Inspire your employees: If an organization's CEO
wants ms

business to prosper, it is not enough to hire well, but also, he/she

must inspire those hired. You do it by making employees feel

good about what they are doing, a chance to do a good job by

creating an environment where people can freely relate with one

another. Moreover, create a sense of holism and a feeling
o

interconnectivity in the workplace. If people relate with e

they work with, if they buy into the organisations

(f)

f'

I

M '

company
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(17) Provide tools and equipment for work i.e cutting edge
technology;

(18) Provide adequate rest period, encourage employee creativity,

foster respect for one another in the worl^lace and provide
positive feedback.

team spirit, which is inevitable for the success of
the

build a

Listen to your employees; It is good to listen for you dont learn

anything while talking. As the CEO, you need to visit
a cross-

section of people all across the company.
Empower your employees to do the right; Empowerment im^ies
the means of turning the traditional organisational pyramid. You

put your employees on top and give them the power to
make

decisions. You support them and they don't support you

I I

(8)
lit

(9) Self-Assessment Questions

(I) Discuss retention strategy you can apply for your talented

employees
(n) How would an entrepreneur unleash the creativity of his

employees.New

Organisational
Pyramid

Traditional

Organisational
Pyramid

Top

For more information; Visit: wwwxfcnigeria.comranagem^t
iiiqjloyees\

Employes

Middle '

Management
Middle

Management

Lower-Level

Emnlovees
Top Management

0 ^

In the new organisational pyramid, at the top is the operational

employee, front lines staffs who are in the field and make things

happen. They are experts in their respective fields; they are the

heroes while management are the people in the headquarters.
They supply and support the heroes. Thus, management

should

(10) Trust the employees; ,
(11) Small is beautiful in business setup; A company is likely to

operate at its peak when employees in the company know
eacn

strengths and weaknesses. We should not allow people

;

Other’s

get lost in the corridors of power.
(12) Praise the employees to success;
(13) Share the financial rewards;
(14) Fire the un-performing employee;
(15) Encourage healthy work-life balance for all your staff,

(16) Provide a clean and safe working environment;

L
. I
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The process of setting goals
Goals setting by sellers helps them to steer their ship, improves

efficiency by prioritizing the activities involved, and keeps them

motivated. Goal setting process involves creating milestones for

oneself and the strategy to help in the attainment of the goals, such as

putting the goals in writing, making the goals personally challenging,

actively pursuing the goals, rewarding yourself when, you succeed

and updating your goals periodically. Once the goals have been

penned down, the entrepreneur must work like a demon in order to

attain goals by arriving on time at meetings grooming decently with

right dressings being able to welcome customers with a handshake

and address the customers in a friendly and charming smile.

Pitch your small talk on common interest
Common interest is often the best bet to breaking the ice quickly. You

can begin by referring to your club, associations, schools attended

etc., for instance, you are a footballer. Do you know I have never

kicked a ball? I don’t know what it is like! Second, you can start up

by saying ‘I am impressed with omega as a product, in your product

line The packaging is attractive at first sight, know it is just recent,

John, do you know it is just recent, I got to know you are an old boy

of St Gregory high school?

Sales dialogue
You open up by summarizing the agenda of your meeting. For

instance, what I would want us to accomplish today, is to explore

how we can help you meet the need of your customers better than

I competitors.

The art & science of customer-focused selling
Although selling is not offered as a separate course or discipline in

post-graduate studies programmes, in Marketing or Business
Administration in most Business Schools yet most entrepreneurs

consider it as the most important part of their business. The success of

&ny business depends on its ability to sell its products/services to

^geted customers. Customer-focused selling helps you to

' II

Chapter 10

CUSTOMER-FOCUSED SELLING PROCE^ FOR
OUTSTANDING SALES PERFORMANCE

I

^ If you are not taking ^
care of your customer your

competitor will

Bob Hooey (2019)

Make a customer not a sale
^ Brian Tracy (2016)

I

^Approach each customer >
with the idea of helping

him/her to solve a problem
achieve a goal, not selling
a product or service

I I

or

t, ■

Brian Tracy (2016)

focused seUing approach?
of establishing trust in your

desires. It

11

What is a customer-

Customer-focused selling is a process ^
S,ility to recommend a solution to “^“8
involves well-grounded ^ ^ presentation of the
prospective clients giving a to
product/service which P business sphere,

business, as the survival of the business depends on
it.

I,

and your actions, play strong roles , mi tbeir
: gLis are set by sellers to help them.coordmate all

their

on how to

Ij*

!i

appearance
Goals setting

best sales goals for a seller must be motivating, challenging
.

achievable in order to steer up his/her ship.

i
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Be appropriate with your enthusiasm;
The level of enthusiasm is different in different situations. For

instance,

• Phoning to an unknown person versus phoning to one known

to you

• Getting information on the nature and scope of sales
performance of your sales force

• Selling to a sole proprietor versus selling to a corporation

The traditional selling approach & customer-focused selling
approach

Traditional selling approach
In this approach, most salesmen focused on themselves, their

company, product, and features, etc. instead of the customer. Some

traditional sellers will start with product benefits - for instance, you
will be given a discoimt of 15% if you buy now. Does the customer

care about your 15% discount? Is financing his current problem?

• Some traditional sellers brag about their company. My
company is N 10b recapitalized

® They also sell against competitors by listing their weaknesses

• Some traditional method sellers pitch their sales on today's
special offer or fear.

For instance, if you do not buy our service product and you die, the
trauma on your family would be great.

Customer-focused selling approach
In customer-focused selling, both the seller and the customer have

similar objectives i.e. to create mutually beneficial values. Thus, in
customer-focused selling; the seller:

• Forgets finding perfect sales introduction

• Forgets perfect sales presentation

• Forgets looking for perfect response to every sales objection

• Forgets finding the close of the perfect sales

differentiate yourself from the crowd of competitors through your

collaborative approach. It is largely based on your attitude and ability

identify, connect and influence the sales decision-making process

of customers. A customer-focused seller helps the customer, just as

he would want to be helped if he/she is the customer. He/she would

ask:

to

• What solutions, am I providing to their identified problems?

• What is my/service going to do for them?
• Why must they listen to me?

Customers do not care about you or about your product: Customers

j about themselves more than they care about you and your

product. They want to make their own business or career to succeed

than they want you to succeed.

i':

1
care

more

Getting enthusiastic as a seller
Enthusiasm is as contagious as laughter is. Getting enthusiastic means

getting excited. Enthusiasm must be found in the selling process

because you believe in your product/service.
No product/service is superlative, think about it positively. The

positive features come from your
• Product’s knowledge

• Competitor’s knowledge
• Industry’s knowledge
• Mastering of the sales process
® Sales successes

I

Enthusiasm gets the right message across:
Scientific evidence says that in a face-to-face meeting, 93% of the

than written

■

is effectively communicated more
message

communication. In telephone communication, 85% of the message is

effectively communicated through the tone of the voice, while 15% is

through words.

[•

!•
: :-ilE
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Instead, focuses on how he/she is going to help the
customer to find

out what the customer wants; what the customer cares
about, and

what objective is the customer trying to achieve. In
customer-focused

is for how tho productyservice may
out desk research

consultant, you must know or have knowledge of your (i) product /
ser^ces (ii) the competing product and potential customer’s industry
and the sellers’ industry. Having knowledge of your product and your
competitor’s product/ industry, would enable you to competitively
respond nval market offerings and make your product/services
unique.

I

I : !l

selling, the seller's concern
provide value to the customer. You need to carry
about the customer's business before you set out to

meet him.

,1 I '
'• 1

'■| I

. Have an attitude that you are there to help; not just like another

salesman i. -ij

. Ask questions about his concern, this will help you build up

trust

• See him as a new friend you want to help
. Listen to the customer. Allow him to tell you his concerns

. Address the need of the customer which you have explored
• Customized your presentation

The second stage in the selling process which the seller must be

aware off is how to find new prospects (technical styled prospecting).
Two most prominent sources of new prospects are getting repeat
purchase fi-om current customer and referrals. Other sources of

prospects include phone books (unqualified lists), brokered list, word
ot mouth leads and self-developed lists. With regards to self-

developed list, the professional seller must constantly think about

how to get new prospects anywhere such as on the way to office, at
airport, at the cocktail party, wedding and birthday parties and club
associations. Moreover, he should be curious to find out if his new

contacts could be interested in his/her products.

Referrals are the salesperson's lifeline; however, it does not happen
without prior effort. From a built-up relationship with the customers

based on your understanding of their needs and problems, which you
can offer the best solutions, you can get referrals.

Customer-focused selling method builds up - a strong, positive
relationship and reputation for you. The more your reputation the -

more referrals you receive. Ask for referrals, immediately after Lies
re made. Ask with an open question, such as "Sir, whom do

rmow who has a problem similar to yours, which we just solved?" ■

is what modern-day sales
C....bo,.6v. »em.g »

S" buiLg „d =™.ine . eto.™
customers' needs and expectations, listening to the

customer to

"Sdher needs md vies and linking your value propo.tton
meet the customers' needs values and expectations. Collaborative or

partnership selling is a selling Philosophy *at J
loing and mutually beneficial relationship between the se ler

the customer. This selling philosophy helps hj® sales executive ^
only to differentiate him or her m the market but too large, d

and trustworthy customers.
b’ I

you

Preparing for a sale and ‘7 steps’ in selling
Knowledge in selling
People say knowledge is power ...
the customer's business situations or life is important.

In customer centric selling process, the seller empathizes
wi* the

customer needs in each of the selling process; by adapting
to

specific customer circumstances in a two-way dia ogue.
n o

effectively and efficiently serve as the potential buyer s pro es

^ethforking as a means ofgetting leads
Networking is building trust, mutually beneficial relationships with

opie of similar or related business professions and using that
^ meaningful introduction to potential

developing a personal relationship with other business
pie who can mutually benefit from a relationship with you.

. A little knowledge that is relevant to

the

to

L
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h
broadcasting your business or separating your self from the crowd,
rather business networking aimed for mutual benefits.

be nurtured include

Common ^*c^arn^^tomhood associations college
rotary club associations, local chambers of business
alumni, local and heal c u . associations a professional
symposium and new contacts, referrals for new

The strategies ^or successth^si—
a relationship with people y por an appointment, hold
follow up note after itie ,,rief probably over a lunch
the networking ' Her the meeting. Business networking
time and send a summary note after the^ ,
should not be aimed at ^^ ^jng your self from crowd, rather

iSed for mutual benefits. For instance, in one
of such meetings, Joseph met Ade

Pre-call planning and prospects need analysis
Pre-call sales planning must aim at gathering certain information

about a prospective client such as the changes in the potential client is
industry, how the changes impact on the client’s business, the

competitiveness of the client’s industry, the biggest issues or

challenges facing the client and whether the challenges are people or
profit based.

Furthermore, on meeting the prospect, you need to qualify the

prospect: If you meet a prospect who has some information about his

life, family, property owned, etc. and you want to qualify him. to
know whether he would need your product now, ask him open

questions; not a closed question. For instance, 'Tell me, sir, how you
assess a fee-paying to public schools in Nigeria'.
How your product/service would improve the position of your

prospective client, in a competitive marketplace?

S:

Joseph, a lawyer, I help people with estate
t

Joseph; Hello Ade, I am
purchasing
Ade: Nice meeting you
Joseph: Ade, you
you in? . t am the senior salesperson
Xde; I am in party “ecision-makers
Joseph; Who are your ^® ^ potential couples, etc.

Ade; Sure, that would be fine.

The prospective client (individual)
When carrying a need analysis of an individual prospective client,

certain cogent information about the client, must be sought for before
the meeting. For .instance, why did the prospective client agreed to
see you; does the client see you as a consultant (problem-solver),
what do you think the prospective client want to achieve by meeting
you?

card handy/ what business arehave your business

'“,'1

What are the clients’ biggest issue now, and who recommended the

Steps to successful networking networking include cultivatinB prospect to you (a customer, a friend, client’s boss etc.) what do you

The strategies for successful ^ similar client base, sending^ think the prospect want to achieve by meeting you - possibilities such

relationship with people who ^ appointment, hoi as product information, service standards, pricing information,
follow-up note after the first mee nrobably over a lun^ | 'Company information, processing and market place information,

networking meeting which must oe ouc f networkiflS
Hme and send a summary note after the mee business- formation about your product or service including the description of

should not be aimed at focusing on your | tie features of your product/service, uniqueness of the features,

Ml,, .f""

it I

a

the
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hPTipfits to the client your, product/service as compared to competing

why lould ot it buy otrn you »d who yotu
com^etitots. InteteOi.s infoimtion about ot talas ^“^2;

CTeate (your client business process can become more
efficient reduce

costs, eL a better public image), why are offenng the
best solut ,

what are your main objectives in this meetmg.

Different strategies should be adopted in selling to different

personality styles. For instance, in selling to an amiable personality
you need to pay greater attention, give him /her plenty of time to talk

^d make him comfortable feel comfortable with guarantees. Second,
in selling an expressive personality, present yourself as an interested

listener, provide to the client testimonials (customers feedback)
positively react to their suggestions.

and

Reading body language of buyers
Body language of prospective buyers during sales presentation is

informative as to whether the prospect is engaged or disengaged to
what you are saying. Engagement behaviours indicate interestedness

and receptivity, while disengagement behaviours show disagreement
and resistoce to your presentation. It should be noted that in sales

presentation, body language according to communication experts
accounts up to 70-95% of communication effectiveness. This implies
that our body language communicates more to

listener, provide to the client testimonials (customers
feedba )

positively react to their suggestions. w,. - our audience
(listeners) than our words. For instance, nodding of the head implies
acceptance or agreement while scratching the head means con&sion

disagreement. Tapping and shaking the feet, with lots of

movement shows apprehension. Direct eye contact indicates respect,
sparking eyes indicates interest, excitement while widening and
darting eyes show surprises and shyness respectively. A prospect may
indicate lack of interest, apathy when he stares at walls or ceiling
^mng the sales presentation. Moreover, a smile shows approval,
mendliness while non smiling shows seriousness and reservation,

awning shows boredom while frowning conveys anger and
disbelief When a prospect clasped his/her hands, it indicates dislike

while open hands indicate honesty. Pointing fingers indicate threats
While hands-on the hip means aggressiveness.

;

Tust as every buyer has different needs and challenges,
so also they

““LhnS ot hc^she
understand his thought process, which gives you a

or in

implies you
edge over the competition.

Gene* coto.Ui.8 *<

communication process

2 Analytical: The analytical are
accurate and precise in the supporting. Every case
They are not aggressive and belligerent

3. Amiable: Relationship is the keyword with
personality.

\'A

more systematic. They are; very
with building up trust

uilding up trust with prospects is the foundation of every good sale,
t means the prospective customer believes in you and you have been

jDle to develop a long and mutually productive relationship; based on

our product knowledge, customer service provision, sales abilities

an
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much distance you have to keep when in a sales interview or

presentation. For instance, there is no chemistry, when in discussing

with the prospect, you notice his eyes are looking away, that implies

disinterest. Some of the strategies to get noticed to boost the

possibility of developing good chemistry, include engaging prospects

social media, write a clever subject line, speaking engagements

create a positive image, write articles, be humorous, provide choices,

revamp your

advertising etc.

Sales presentation
In sales presentation, the professional seller starts by asking strategic

questions which help him among others, to build up a rapport with

your prospect, get to know the prospect’s personality type,

opportunity to educate him about your product/service to keep him

engaged while you are with him and to receive helpful feedback on

his greatest concerns. Effective strategic questions must be open

ended questions such as what are yom primary objectives of your

business this year? Why are you interested in buying our product?

When did you purchase insurance service product last? Where were

you in year 2000, before the commencement of your company? How

would you want me to serve you as your professional seller?

Shut up and sell
Customer - focused selling requires more listening than talking.

Ideally, for most traditional sellers, the focus is always on making

your next point or quickly overcoming an objection, however in

customer - focused selling approach, you get your clients to be

talking as much as possible, when you first meet him, or when you

call on him.

.a «»ach » b.si».s. TO “O7
peraou mosl be at hisfliei best ™a mg S t„ push

^ she has sacrificed goodwill and trust.

Antecedents to building up trust antecedents are
For gradual building up bonding

customization, perceive ^ jjj techniques, dependability,
strategies, expertise and effe^we j ^ ^integrity, benevolence and flexibil
fake. You need to convince prof
(customization of services), tha y
perceived quality of services). ^ carry out
(dependability and f about the prospect, his business
lots of research to gather inform g^amples are customized
and in what areas you referrals for your products/services,
reference he may wish to , interested in, customer service

industry iriformation he fW be « ^
department, custoimzed soh^ f ^onst his reselling
frustrations, available V u apply the following strategies
business. In addition to thfhoj c^dibk U your words, voice and

m-'bul.dtag.p »s »b.-^|-V^ (word.) add. »
body language. Your , ■ (vocal) adds 38/o
credibility to our up to 55%. For
credibility while body l^g ( ) ^ conversation SS”/"
S™ otm »»"

on
as

email, send a video, leave a voice mail, newsletters

'11

Making the chemistry (changes) chemistry
Wh„ »p.b SlSfhe—. » atp'”- “ “2between two people of the seller chemistry can

i^isten with concentration
show customers that we are absorbed in what they are

showing the customers that they are

Ifbe we can

saying, then we are
Communicating with us. For instance, using your body language, you

Occasionally nod your head, strong eye contact, standing erect

k
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IP?

to add features to the
potential customers and suggestions
product/service

Handling objections and follow up after sales
Sales objections are buying signals. They are normal and nothmg to

be afraid of; sales objections are temporary reasons for not buying.

For instance, reservations regarding the price of your product/serviee,

value, relevance to the potential buyer current situation,
or his/her

purchasing power/ability. As a corroborative seller, asking lots of

strategic questions will lead to greater viable information
of what

condition exist; so that you can correctly position yourself for long

mutually beneficial relationship through networking, friendship.

said and listen to his
will be able toposUive. Yo. ™y “I'm you

own body language t about your solutions,
■ deciphe, if et or thoit [«rch.sing

prioe. vU™. will b. able to disoov.t
;ib d... ,0. can reempbasiae

the value of yout pp,duot/aemee ,t need be.

« :

«e uote that no easterner S S
for its usefulness to ® ’ • their corporate objectives, you

some strategic questions and ot g instance, to stem
will be able to convince your PO™ organisation may be

the tide of excessive ^ to cover staff and also
convinced to buy group life P° retirement saving scheme,
install or initiate a ^wers received you will be
With strategic questions so as to position

able to determine the organisation, have an open-
i« - .o.ab» »«'

term

Listen with concentration

If we can show customers that we are absorbed in what they are

saying, then we are showing the customers that they
are

communicating with us.

Seeing objection as a request
The most effective way to handle objections is by changing the way

you hear them. Objections are simply a request for somethmg. Here

objections, their interpretations and handling

your
door

making yourself visible.

CusBmer-fOPUsed selling r=qui» ““Jf“llLy^™SS
Ideully, £=, n»s. “ »pWio.’ however »
your next pomt or quickly ^^jhing as

^Srfrrs. «e, bl„, or when you c« o„ blur

are some common

Request forCustomer hesitationObjection

Price too high
Value

Articulation
Perceived cost Vs. Benefit

Create comfortAfraid to make a bad decisionTil think about

Risk reductionJustifying a decisionTalk to my

.gytner
Presenting solution selling management of your
As a seller, if an mteryiew ^
potential corporate clien , yo offering them problem-solving
with them is a short one, “e brief introductiou
product/service. Thus, your agen solutions tailored
and overview, strategic questions, p customer situation and

“:sr“'s«Vp—-

Targeted solutionEnsure you are meeting his
needs

Get others rl^

Quotation

Satisfied with

vSrrent

DifferentiationDoes not perceive you better

Proof

improvement
Past bad experiences, sees you
as one of them

Supplier bad

Justoryyour I
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• In customer-focused selling, gaining agreement (closing the

sales) is just the next logical step in the selling process

• As a customer-focused seller, you must be as candid and as

straightforward as possible. You are not using tricks to close

the sale

• You must have taken the customer to a point where he agrees

• In traditional selling, they always do not want the customer to

know they are closing the sale by using words that trigger

irrational, emotional and negative feelings. However, in

customer-focused selling, reaching an agreement is an

important thing that requires a positive voice tone and body

language

• Trust is generated by voice tone and body language
• You should be in the irght mindset by saying “we are moving

ahead with this

• Do not overlook any hesitation the customer has, whether

expressed verbally or by body language
• If you have just answered the objection, you can ask "Does

that make sense at this point?

Offer proof testimonials/GuaranteesIf the client skeptical
Offer more information (in wnting;

descriptive)

Go to their objectives and minimize the
drawbacks

clienttheIfI

misxmderstood you I !il ''

If there are real

drawbacks

Take action to change or eliminate itIf there are real

problems

In summary, the customer focused seller’s model of handling

objection, include listening, emphasizing, asking questions,
summarizing the presentation, answering the request and confirming

agreement.

Listen: Listen to the request (underlying reason) not the objection

Acknowledge/emphasize: Let the customer know that you
acknowledge the objection

Ask questions: Try to uncover new information about the situation by

asking a question. For instance, "Could you please elaborate on that,

for me? Tell me more about "the price is too high" or "

satisfied with our current suppliers"

Once he agrees that you have gotten his concerns suitable, and then

he is prepared to listen to you.

Answer the objection: Different objections call for different answers.

For instance, on price is too high “you can respond. You mention that

the premium is very high

Conjirm the agreement: You have not successfully dealt with a^

objection except the prospect agrees or confirms that e.g., does this

satisfy your concern? A question you ask him after you have

responded to his/her objection.

Gaining agreement (customer-focused selling vs. traditional selling}

• In traditional selling, there are techniques, that help get the
customer to agree to purchase a product/service, he is not sure

»

we are

Closing the sale
In the traditional selling method, you are taught various closing

techniques which try to get the buyer to buy what they don't want to

buy. On the reverse, in a customer-focused selling approach, you are

going to sell to the customer by showing him how you can deliver the

solution to his/her frustrations. In closing a sale, a customer-focused

seller must be as candid and straightforward as possible. In the

traditional selling method, the seller would say 'so you would like the
red car or the green car? Avoid using scary words - The words like

we are entering into a 'contract' 'legally binding contract' final

documents' 'closing the sale'

The following words could emanate from the customer-focused seller

in the process of refreshing an agreement (closing)
It sounds we have answered everything objection

I

I

of

I
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Bob - Really? Haven’t you felt comfortable with everything I have

shown you?

Sandy: (Hesitating) Yes. I just can’t make a decision today

Bob: Yes you agreed on you like our approach. It is a money

problem?
Sandy: The cost of something is always a consideration
Bob - (interrupts) if I can show you
Sandy - Bob, I have appreciated everything you have to say yet I

need to reconsider.

Am I pretty much on target with this?
Should we move forward from here?

Identify any hesitation and ask is there any object that needs to be

addressed? Once the customer shows an agreement outline the next

step - 'So we will move ahead to the next stage' 'The next step in this

process is'

An effective way ofbringing the sale to a close
Bob just finished asking or answering some questions and now

reviews his notes

Bob (the seller) - Well Sandy it looks like we have covered just

everything. Do you still have any questions?
Sandy (the buyer) - No, I think you have answered all my questions.

Bob - Tell me how you want to proceed from here
Sandy -1 will need you to put up a specific proposal for our review

Bob - Who is involved in that review?

Sandy - Well I will take the proposal to a review board. We meet

every Friday morning
Bob - Can you tell me what the board looks for in a proposal?
Sandy - We are looking for people who want to understand our

business inside out. We also look for creativity, flexibility and

fresh ideas.

Bob - Is there anything I can do to make the proposal easier

Sandy - If you could get me several references that I can check

before the meeting that would help.
Bob - No problem. We have worked with several firms like yours;

anything else?

Sandy - No, this has been great!
Bob -1 look forward to working together soon
Sandy - So do me.

Follow up the sales
Proper follow-up can increase one's sales by 20-30%. Every sales

presentation or meeting requires a follow-up. It can take many forms,

such as sending a thank you note, or telephone call. It is proper

business etiquette.

• It builds up a long-term relationship

• It helps to generate referrals
• It builds reputation and keeps customers satisfied

Follow up should be done to the following events
• Successful sales presentation and commitments
• Demonstrations

• Post-sales activities

• Referrals

• Introduction of new product/service
• Accounts maintenance relationship contacts
• Product testimonial

• Sales refusal

I '

Formatforfollow up
• Telephone calls

• Letter e.g.. Newsletters

• Thank you note

• Email message

Ineffective approach to close a sale
Bob the seller puts his briefcase on the lap. He is a little nervous and

edgy.

Bob: That’s about it. Sandy. So here is our agreement form

Sandy: I’m not sure I am ready to sign anything
146
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should be reviewed and updated in line with the dynamics of the

society.

In planning for a specific sales call, the seller, should figure out

where the customer is in the process, determine the anticipated

outcome of the meeting, the purpose of the meeting, craft an agenda

for the meeting and prepare for anticipated questions. Familiarize

yourself with the organisation before the meeting by reviewing

anmifll reports, review their products in the literature, who

their competitors, make friends with one or two of the company’s

personnel. In addition, read press release/articles related to them, visit

their websites, use their products if possible and prepare your

introductory letter of the meeting.

Takeaway: Customer-focused selling
The central thrust of this chapter is that the sales executive must learn

to sell himself before his product or service. Potential buyers buy

from a salesman they are convinced, that is the right person. The

buyer must develop an interest in him trust him and be convinced that

the product/service is the right one before he can buy from him.

Customer selling is a process of persuasion in which the potential

buyer is induced to see issues in agreement with the seller. The chief

elements in persuasion are that the man or woman is trustworthy; he

is willing and desires to help. Persuasion is factored into good

communication. Good communication, although hard to come by

these days, is about your audience, and listener, comprehending the

message you intended for him. A poor communicator is like bad a

speechwriter who writes great literature for posterity, forgetting that a

good speech should be written in the writer's style and for the

audience's ear. In customer-focused selling, everything you do sends

a signal to your listener. For instance, the way you look at your

potential buyer, the way you use your hands, the way you stand or sit,

the reflection in your voice, etc. all influence the message you send

and the way your listener receives the message and the decision

therefrom.

Customer concerns after the sale
The question probably ranging in his mind include
Whom do I contact if I have a problem?
What is the status of my order? (As a customer)
Who will handle delivery and installation activities?
Who will be my customer service contact person?
Stay visible to your customers

• Send them to thank you cards

• Send your company trade journals

You’re staying visible to your customers, will put to rest their above

concerns.

If your sales presentation failed, the first thing to analyse is your

process of presentation. Was the presentation customer
centred? Was

the presentation filled with much information? Was
the value

propositions unique. Presentation must be tailored around customer

point of view and the sales person should be able to tell why and how

his product /service is uniquely different and suited to the potential

buyer.

company

are

Time management in the selling process
In customer focused selling, time management is essential. Good time

management skill enables the seller to know when to stop a

conversation with a prospect which is less promising and move out

for other opportunities. It helps to finish a task at a faster rate and

effectively. Furthermore, good time management skills improve
more

sales, thus increase productivity.

Good time management requires plans your monthly, weeUy, daily

and hourly sales activities. Planning makes the seller more efficient in

utilization of the sellers’ time. The pareto - principle i.e., 80/o to 2U/o

rule in very germane in sales planning i.e., allocation of 80% of your

time to 20% customer who contributes to the highest or 80% of

turnover while the remaining 20% time is sparsely distnbuted to 80/o

who contributes only 20% of the sales mmover. Plansof customers

148
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InI
Chapter 11

making your business ethical and socially
RESPONSIBLE

This chanter summarily covers the seven steps (7-steps)
of successful

2toSh™ves prospecting and qualifying prospects; pre-sales
caS^fcier need analysis; sales approach and bmldmg up

handing ''X
the sale and follow up the sale. A trained customer focused seller.

mLSt eS stage show himself or herself friendly and supportive to

the customer He should invite potential customers to partmipate in

the sales process by describing their issues and the
solutions *ey

seek This^would forge a mutually beneficial long-term relationship

«w»id "“only endear the seller bn. ako dlfterenna.e h.m in *e

eyes of the buyer.

^^“"“re.e.11 planning for a ensUrnrer fceused
(ID aiming yon «« engrloyed to sell your guest ho»»
‘" tZnJdion) sendees to a corporate buyer for h«

executives: Present your sales presentation

I
If ethics are poor

at the top, that behavior
is copied down through

the organisation

Robert Noyce (2012)

It takes 20 years to build
a reputation but five

minutes to ruin it. If you

think about that, you will
do things differently.

Warren Buffet (2013)

What is business ethics?

Ethics as a field of thought has existed in relipon and philosophy tor

decades. Currently, it has been applied to business operations, just as

ethical values and norms have been applied to everyday life. Aristotle

makes a normative judgment about human greed and the pursuit of

wealth for its own sake, noting that fair treatment and justice have

been a part of our social existence since the beginning of civilization.

> The nature of an individual's good or private good
> The nature of social good or common good, i.e., something

that benefits a larger majority of people such as clean water,

literacy, etc.
> The ethical motive that exists for the individual to pursue

social good or whatever is morally right.
> The duty and moral obligation and the ethical worth of

‘positive morality’ i.e., moral laws disconnected firom legal

rights.

Business ethics, therefore, are

acceptable or unacceptable in
decision making. It is. the study of suitable business policies,

and decisions making regarding certain controversial

I

Formore information; Visit: www.cfcnigeria.com I

I I I

•i

f

I

concerned with what is deemed
the realm of business action and

procedures
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issues such as corporate governance, corporate social responsibihty,

sexual harassment, bribery, insider trading and discrimmation.
However, what is deemed acceptable or unacceptable vary from one

industry to another or one culture to another. Ethics is a collection of

moral principles or views about right or wrong actions in a pven field
of human endeavor. Every profession such as medical, legal

industries has its respective ethics. For instance, in the field of

management, management ethics comprise ideas and thoughts about

right and wrong behaviours by managers in the course
of their

managerial duties. What managerial decisions or actions are

acceptable or unacceptable in a particular society?

!

Ethical dilemma

Covert (concealed)Overt (open)

Figure 1

> Theft

> Bribery

> Sabotage

> Espionage
> Insider trading

> Bad HRM policies
> Corporate acquisition and mergers

In a typical enterprise, the following are examples of unethical

practices, mostly converted (concealed) in its functional areas

General management -

dealing with stakeholders based on sex, religion, region, race,

etc. showing no interest in environment degrading and
pollution, no clear policy guidelines, etc.

(II) Marketing - Misrepresentation and sabotaging deals;
disclosure of marketing secrets; giving bribes to obtain
contract; collusion with competitors, price-fixing, etc.

(ni) Materials and production - Violations of ethics in tenders,

delays in payment to suppliers, creation of scarcity leading to

emergent purchases. Favouritism iii the purchase, violations in

patent irghts, producing substandard goods, delayed deliveries,

Cheating
Dishonesty

Fraud/fraudulent behaviour

Deception
Delude

Mislead

In this competitive era, literature has stated that ethical behavior is

influenced not only by individual behavior but also by organisational

influences such as role models, ethical codes, policies, practices,

reward and punishment systems. Others are external environmental

elements like the cultural, political, legal, economic and international

arena. For most employers, the costs of labour, the morale of the

human resources, which are mostly determined by ethical
relationships in the modem organisation, are important determinants

of organizational success. For instance, employees' talent, and the

ease of replacement from the labour market would determine
the

economic importance and independence of employees. The non

availability of alternative job opportunities would determine

employees' dependence on a particular employer. In the application oj
ethical principles and moral standards to business operations, ethical
Hilpmmas confront the manager. An ethical dilemma is broadly

classified into the overt (open) and converts (hidden) types. The open
be seen by

Favouritism and discrimination in(I)

dilemma is a problem that is open to the public and can

theft, bribery, sabotage, espionage. The convert
insider trading,

. The

everyone e.g

(concealed) is hidden and secret. Examples are
discretionary HRM policies, corporate acquisitions and mergers

figure below illustrates the ethical dilemmas.
etc.
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(IV) Finance - Falsifying reports, delaying payments
without

cogent reasons, nLipulation of bills or expenses dehberate
costing of products, misuse and wrong allocation of

(V) Human resomces management (Hm) - Co^ptrecrm^^^^and selection process; corrupt trammg selection method,
of opportunity for advancement and achievement, exploitation
of employees, sexual harassment and gratification,

immoral

behavior, etc.

Stakeholders and business ethics
The most important group of people that are
operations are called stakeholders.

Owners Financial^

OommunityPolitical

Groups

. I
7

! 1
.i

wrong

funds, etc.

I

It-

Activists

Groups
Govern

ment,

'^j^^CustomersJSuppliers I

connected with business
Pressure

GroupsCon^etitors
I

Traded

isociations

I
Unions

Employees

V

I'.It,'

dgm hrmDG»»

Marketing

DGM

Production Source: Isimoya, 2012.DGM Finance

& Accounting

The incorporation of ethical values and behaviour in organisation

commences from the top management who are the decision-makers.
Ethical values can be institutionalized in formal and informal ways.

While the formal has to deal with ethics programmes such as codes of

conduct, training for systems of organisational control on ethical

behavior informally deals on managers' concem/role modeling, ethics
communications, rewards and punishment, etc. Some of the

frequently cited and known ethics programmes include
- A code of ethics

- A code of practice
- A code of conduct

- Ethics officers

- Ethics training

- A dedicated reporting system

UnitMaiiaget

Recruitmeat
Unit Manager

Audit
Unit Manager

Advert
Unit Manager

Sales

Unit

^ Manager

^ Unit Manager
Training &
Development

Unit Manager

Financial ControlUnit Unit Manager ^
ResearchManager

Figure 1: The firm’s organisational chart.
In figure 2 below we diagrammahcally illustrate a
stakeholders

firm and its

11 *
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Ethics programmes may be supportive or frustrate workers'
ethical

behavior. To be effective ethics programmes should be mutually

consistent and founded on expressed shared vatoes. The mfoi^
ways of institutionalizing ethical behavior border

on Ae ethieal

eulture of the organisation's organisational culture enibed the values,

norms and practices experienced in the organisation. Vanous aspecte

of the ethical culture can foster ethical behavior and practices, ot

institutionalising ethieal culture an
behave responsibly when faeed with an ethical dilemma

standard that is appropriate in the society also applies to the

business that operates within. For instance, tax evasion is seen

as unethical behavior in most societies, therefore any business
which fails to pay its rates or dues and the business owner that

fails to pay his income tax is assumed to be unethical in

behaviour.

The expectation of the public - The public expects a high level
of ethicality from business organisations. For instance, the

public frowns against deceptive advertising and the circulation

of unsafe and expired drugs. Therefore, businesses should be

seen to "Doing the right thing" 'Be good to all' 'Not harm'

Costs: Unethical practices embeds hidden costs such as low

commitment, absenteeism and low productivity, lack of trust,

the deteriorating relationship between employees and their

supervisors.

Employees satisfaction and trust - Employees who work in

business ventures that are socially responsible and ethically
oriented have a high level of morale in productivity and job
satisfaction because the employees are treated with respect and
acceptable moral standards which make them happy to work as

a team.

High reputation: Any organisation that practices ethical culture

commands trust and a high-level reputation from its
stakeholders. Ethical image is built for itself and all

stakeholders benefit from it.

First choice employers: Firms that are ethical commands
respect as first-choice companies from the public. In some

climes the government and private consulting groups rate

companies' policies with regards to labour turnover, profit
sharing, bonuses, social responsibility, work-life balance, etc.
as yardsticks of public companies' performance.
Organisational effectiveness: Overall an ethically oriented

company is a win-win situation for stakeholders and the

general public. Integrity and ethical practices boost
organisational performance.

‘ I

2.

employees to
throu^ ethical programmes in place, such as>

which expected ethical behavior of the 3.- Clarity: The extent to
employees is completely and accurately stated.

- Consistency: The extent to which an organisation's expectations o

employees are coherent ^
- Achievability: The extent to which the orgamsation

assists its

employees to meet the organisation's expectations. . .

- SupportabiUty: The extent to which an orgamsation instigates

employees' commitment , , . *
- Visibility: The extent to which employees' conduct

and outcom

are obvious

- Discussion: The extent to which ethical issues can

4.

be advanced and
5.

debated

- Sanction ability: The extent to
standards and punishes unethical conduct.

which management rewards ethical i !

6.

For enhanced competitiveness in this era of globalization of business,

beneficial for an entrepreneurial venture to oe
this would put off unethical

fairness and justice in human

It is more

institutionalized ethical culture
behavior which is antithetical to

as I ,

interrelationship.
7.

Importance of ethics in business r ia -c are
The importance of behaving ethically is in many folds. Example

1 Business is part of society. The entrepreneunal venture you

established is part of the society, therefore whatever
ethica
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make large enough profits but do not plough back to the society it
operates in. Stakeholder’s expectations are discussed below:

Employees: When an organisation makes a huge profit it is

natural for employees to expect more and more monetary and

non-monetary rewards. It is after the caring of the employees
the balance surplus could be plough back for social

(II) Directors and owners: About 90% of owners of business
enterprises in Nigerians seek to grabs as much as possible for

themselves. They normally try to follow only the compulsory
requirements of environmental care. Less than 10% of them

are involved in voluntary and extra work for the benefit of

society. Thus, there is, therefore, the need for owners to be

broader-minded and become more socially conscious.
(Ill) Government: Both the central, state and local governments

would be satisfied if taxes and bills are paid regularly
(sustainable accoxmting) and pollution control are attended to.

In some cases, discriminatory taxes are levied on businesses
based on their ability to pay and at some other times,
persuasion is applied to ask corporate entities to be involved in
social concerns.

(IV) Community: The consumer public expects quality goods at
reasonable prices. The community also expects jobs to be

made available to local indigenes.
(V) Suppliers: Suppliers and sub-contractors' usual expectation is

prompt payments on agreed terms. Avoiding uimecessary
delay in payment of debts could be regarded as a service to

society.

(Vl) Dealer: Dealers expect more commission and incentives for

exceeding targets. These groups are very important in the

promotion of the goods. Thus, where the dealers are happy, the
enterprise improves its sales.

(^II) Customers: Customers just like the employees are the primary
and focal stakeholders. Issues such as customer safety, value

for money and satisfactory product performance are all social

responsibilities of business.

Corporate social responsibUity (CSR)
Corporate social responsibility is one m which itie

business

nrpTnisation incorporates social concerns into its strategies and play

a™We role in the environment it operates in. It is
a win-win

strategy between the company as well as society.
worldwide have both positive and negative mfluences

on the soeiety

they operate in. Additionally, since the existence
of an

den^ends on the acceptance of the soeiety it operates m, it becomes

p^ially compulsory and partially voluntary for the businesses to

cStribL to the well-being of the society. For mstance
indiscriminate dumping of landfills sites that pollute ^
is negative effects, which the business as a responsiWe enhty m^
contribute towards the upkeep of the environment. On

”

financing the education of poor school children, employment
of

disabled people, such as the blind and the deaf; sponsormg sport“g

events and contribution to orphanage and old people ^
all positive activities corporate bodies go the extra

mile to build

roa^ provide electrieity and water supply to the society they operate

in Se above positive activities are what is regarded as

of profits into the society. For instance, Coca-Cola
iniLtive programme for women empowerment Women
entrepreneurs were to overcome social and ^
obtaiLg skills training, access to finaneial services and asset ,^d
connections to mentors. Women participants m the imhahv

the firm's value chain as retailers,
the socially responsible

(I)

concerns.

to work inareprogramme
Qimnliers oroducers, artisans, etc. Focused as

can’empower employees to leverage the “mpany resour^s-
their disposal for social good employees feel more

““

leads to greater, productivity. Furthermore, commumty-onerte^
policies attract and boost customers loyalty which

is essential

company's sustainability.

Stakeholders’expectation
Stakeholder expectations fi-om the corporate body are
interest-oriented rather than the public interest. There are

exceptions, while also there are corporate orgmsations

sell'more

thoiigl^
who

some
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ensure that there is good corporate governance in place. Furthermore,

it has been noted that poor corporate governance has been the

Achilles' heel of many developing economies such as Nigeria where

official corruption is endemic (Okike, 2007). Corporate governance is

the system by which limited liability companies are managed and

controlled. The purpose of corporate governance is to ensure that

effective, prudent and entrepreneurial management is in place to

acilitate the long-term success of any company. The board of

directors of a company, that are appointed by the shareholders who

are the owners of the company, are in turn entrusted with the

responsibilities of ensuring appropriate governance structure through

the appointment of top management officials and internal auditors run

the day-to-day operations of the company. The boards of directors'

responsibilities among others include setting the company's strategic

aims, the company values, provision of leadership and the supervision

of top management and reporting their stewardship to the

stakeholders. In an entrepreneurial venture, the owner-manager and

lerhaps his mentor (consultant) are responsible for the above

responsibilities to guarantee good corporate governance.

social responsibilityImplementation of corporate
In addition to profit-making, a company
credibility and trust of society, customers

stakeholders are vested in top management through the
CEO.

should earn goodwill,
and employees. Credibility

enhances social and
! I

?ob SS^
d.,elopment»d.oo.tei«wortog«™^
“kSTaS-GO—- of—-
bills, ii
mployment of 1^1 ^ atSiiss efficiently and
SX ot. snstenane. - g.o«b of
company).

Importance of corporate governance
The importance of corporate governance for companies is that it

provides the structures and processes for the direction and control for

the companies, establishes the relationship between top management,

board of directors, shareholders, stakeholders and the general public.

For instance, through high transparency and accountability as part of

the principles of good corporate governance, companies strive for the

^tainability of the companies and the society they operate in. In

addition, to avoid mismanagement or financial scandals, good

form of self-regulatioo corporate governance ensures that companies operate within the
tenets of societal law and morality. Effective corporate governance

Advantage ofCSR creates

Examples are CSR “W ^ helps
room to earn hrgh^F0fit, e^"^ stakeholders, improves

the organisation.

Corporate governance . , .

Corporate social responsibility in business ^ business entity

that is integrated into the business. societal also facilitates the response of companies to the demand of

needs to operate in a way ^ „ nrivate companies and public stakeholders such as environmental preservation and social

benefits. To avoid mismanagemen o p ^ have an immense 'development. Good corporate governance ensures, the accessibility of

corporations (limited liabilities economies, most capital for new investment, which in turn boost economic growth, job

impact on the economic and countries of the worl^i 'Creation and enhanced standard of living. Ethical corporate

'' 11
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an outside observer. To this end, the board shall ensure timely and
balanced disclosure of all material information; such that all investors

have equal and timely access to information and the company's
announcements are factual and presented in a clear and balanced way.

Independence: To ensure the truthful and satisfactory factual

presentation of the company books, the coiporate governance would

have in place a structure to review and authorise, apart from its
internal auditing proeess. The board must have in place a structure to

independently verify and safeguard the integrity of the company's
financial reporting. To enhance independence, the board of directors

constitutes an audit committee that is in charge of reviewing
management processes, the performance and objectivity of internal

audit function; and the performance of external auditors. The

existence of an independent audit eommittee is recognized internally
as an important feature of good corporate governance.

Leadership: Those in charge of corporate governance are responsible
for the strategic issues and in establishing the right organizational
culture that would help to drive the performance of the business. The

board must ensure that there is a balance of independence, diversity
of skills knowledge and experience and gender perspectives among

the members. The board should have effective composition, size and

hTtv- Th's imnlies ownership of strategy and required risk 1 commitment to enable her to discharge her responsibilities. Effective

Aecountability- ^. K jg implies that every member of leadership helps to guide the organization against the poor direction,

achieve organisa i staff to top management embrace the no clear cut policy that may lead the company to flounder and be

formally defined risk appetite of the unable to realize its goals and potential. Leadership with appropriate
culture of compliance to the rules bowledge and experience is desirable to steer the company's ship

into sustainability,

with equity and \Stakeholders* engagement: Good corporate governance executives

of stakeholders' should be able to identify the company's key stakeholders and their
niteraction with the organisation. These stakeholders should be

^ engaged in the annual strategic plan to ensure the best outcome for

This implies being open to the public, in its processe the company. To this end, the board should ensure a satisfactory

Ld transactions, which can be observed by outsiders. It is a cntic dialogue with stakeholders, through

element in good corporate governance since it
actions and decisions can be ventiea ;

w —.

stakeholders foster better communication and relationship
members of the press and community.

Non-institutionalization of good corporate governance leads to profit

foss Tormption and tarnished image for the corporation and hy

extension to the nation she operates in. Moreover, poor corporje
JvTmance erodes public confidence and
corporation in her operational-based society or even

worldwide, m

adEn it breeds expropriation, unfair treatment to rmnonty
shareholders and conflict of interests among top management

bo
1 ;

members.

Accountability, transparency,
inexhaustible

to

the organisation from shop
risk management within the
organisation, and also foster the
and regulations governing the company s operations.

treating all stakeholders
redress scheme for violations

Fairness: This means

providing avenues for a
rights.

'1

secrecy, as all the company s
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alone, but also their impact on the businesses social
environment.

11. Socially responsible firms develop positive brand recognition
and superior image, which increases customer loyalty and

attracts top tiers employees.

“

they are shareholders.

Takeaway: Making your
Business ethics is

s,“d sssr™- .to
of interest etc.

business ethical
the application

I! Self-Assessment Questions

(I) Discuss how good corporate governance can endear your

organization to its stakeholders

(II) Show how your company can be socially responsible to four

primary stakeholders

of ethical behavior in a
1.

For more information; Visit: www.cfcnigeria.com

3. B.i.« . otl.V

coii«nteie!«>m«‘»'to*sg»* „ increase

a„eo„p»ys«^^,^^ ats.

“X°s m.»le .ni efe ft.” nshts to
S;^£“r”toS”LLe.gh,..etoewh..»

10. Businesses that are socially res
double bottom-line; they judge

'll

4.

social responsibilities to
and equal

ithical

In the same6. appropriate wages1

ponsible have been found
their success not by

to

fit

have
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Chapter 12

entrepreneurial risk management
With regards to risk identification, it is a process by which businesses
systematically and continuously identify their risk exposures. These

exposures could be attached to the property the business owes, its

personnel, interests and liability, etc.

Unless a risk manager identifies these risks exposures before they
emerge, there will be no opportunity to determine the best means to

manage the imdiscovered risks. Where risks are not identified, the

business will unconsciously retain them by default, which is not in

their best interest.

/ Risk management X
/ is a more realistic term \

than safety. It implies that
hazards are ever present, that
they must be identified, analysed,
evaluated and controlled or

^ rationally accepted y
\/eromc Lederer (2020) /

^ If you don’t invest
in risk management it

doesn’t matter what business
you are in, it is a irsky

business

To accurately identify risk, the risks manager designate in a particular
business organisation, must be aware that risk exposure varies on a

business-by-business basis. Business risks are ongoing risks’ that are

best handled by the business irsk manager who is experienced in the

business.

Gary Cohn (2017)

Lite 1, atgh. wig. —‘f
exposed to inability to pre i unable to predict their

b.« ra”fdSrH.rSL,.in.i..; n*. exist wheeew,.
Scientific means of risk identification

Records of the firm - The recorded values of buildings, stock

and other property owned by . firm can help estimate their

values if there is a loss arising from risk materialisation.
Flow chart - A flow chart which shows the flow of materials,

parts of products, from suppliers through various production
stages, can also help to identify risk exposure.
Organisational chart - This chart shows the organisational
reporting structure in the organisation. With the organization
chart a risk analyst can trace the origin of a risk, in order to

ascertain the cause loss.

Event analysis

Check list - The risk exposure analyst can list all potential
sources of loss in relation to the company’s operation, to

identify the most potent.

Information from people - professionals can help identify
potential sources of loss in the company’s operational system.

1)outcomes

the future is unknown.

For instance, should a business or
product? What distribution channels h^ “ , U
Lough agents? What assumptions does he/she t^yn wii

g

LLepolhical, economic or regulatory environments?

2)

3)

B.,»exx irsks ..d ..ri.d, S
some are inevitable, therefore ;elated. To

-.d k= avoided, „d.e.d «

transferred, depending on their nature.

4)
5)

SS obexes »de
from expectation.

6)
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strategic decision such as employing unqualified and less experienced
personnel to manage sensitive positions in the organisation.
Reputational risks constitute risks arising as result of unfavourable

publicity, brand erosion, fraud, competitors outperforming in the

areas of customer service, poor product quality, inability to adapt to
changes in consumers’ taste, etc. Others are inability to study the
changes in the business environmental factors such

demographic/sociocultural trends, political and regulatory trends and

technological innovation. Operational irsks which businesses
exposed to, include legal irsks — irsk of being sued for misconduct

e.g., environmental pollution. Inability to adjust to turbulent changes
in the external business environment can . adversely cause operational
risks. Non-compliance irsks, such as legal fines, forfeiture and

material losses due to failure to comply with the rules and regulations
prevailing in the industry and/or industrial policies in the state,
constitute operational irsks. Corruption and illegalities in the

worlqplace such as bribery, embezzlement, non-observance of

worlqilace health and safety rules can implicate an organisation in

non-compliance irsks and environmental sustainability principles.

Enterprise risks management
For an existing enterprise, in these days of technological and

knowledge advancement, . managing irsks have gone beyond
identification and focusing on ways of minimising irsks exposures.

Strategic and operational irsks, which when they happen, affect the

firm's capacity of attaining its objectives must be managed through
enterprise irsk management. ERM is a framework that involves the

identification of the events or circumstances, (risks or opportunities)
of organisations that impact their ability to attain their objectives.
These events or opportunities must be assessed in terms of likelihood

of occurrence, its magnitude of impact and design response.

Component ofenterprise risk management
1) Internal environment - This encompasses the tone of .the

enterprise, i.e. how irsk is viewed and addressed, such as irsk

Classification of business risk
Physical irsks — These are
assets like building
machinery, stock and motor vehicles, etc.

This property both moveable and immovable are exposed
to the mk

of fire cfeft malicious damage, arson, natural disasters like sto^
no.® ;S^qu.to, These *k otr, or hee»ds w,th»
the environment that can harm o firm or mdtvidual' * f'
Tn addition people in the orgamsation i.e., the employees,
management, supplies and customers are similarly exposed

to nste

that L life threatening, such as permanent disability,
untimely death, retirement, labour turnover, poor work

- life balance

These irsks mentioned above threatens the survival
of ^

where they are not adequately managed. Furthennore, fim^ and
™s cLld be exposed to liability risks. Liability nsta are

operational irsks of being held liable or
inaction whether not at fault resulting m immeasurable

direct or

actual or potential financial gain or loss, pecuniary
“Berests su h

increase in interest rate, credit transactions, legal expenses,

default, litigation, etc.

risks that threaten a firm’s physical
and equipment, other property like

1.

as

are

Enterprise irsks - Enterprise irsks are classiTied into shate^c,
reputational, operational and compliance nsks. Strategic

nsto

possible external and internal events that may '"^ibit ^
to achieve her predetermined objective and strate^c go .

risks have serioJs consequences as they affect the deve opmert an^
implementation of a company’s strategy. They ./the
organisation in achieving her goals such otbule ;j-correct
business economic environment. Additionally, g

2.

r
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management philosophy and irsk appetite, integrity and ethical!

values in the organisation.

2) Objectives setting - There must be a process of setting i
objectives to be attained, which must be in line with the’

enterprise mission and consistent with its irsk appetite.
Events identification - Events affecting the achievement of the

enterprise objectives must be identified e.g., the internal and

external irsks and opportunities; while opportunities are

exploited, the irsk is minimized
Risk assessed and responded to - Identified irsks are analyzed

and management selects irsks response strategies e.g.,
avoidance, acceptance/retention, reducing or transfer.

5) Risk control activities - Policies and procedures are designed

to ensure that irsks responses are compiled with information
and communication - Relevant information is identified and

communicated to all people concerned to ensure that they

carry out their responsibilities effectively. Effective
communication must be flowing down, across and up the
entity.
Monitoring - The entire enterprise irsk management should be

monitored and modifications made where necessary ongoing
management activities, evaluations of activities to high

deviations and identifying reasons (causes)

small-scale business, the application of enterprise Risk

Management philosophy would commence on the following:

i. Employee screening: Every astute entrepreneur must know

whom he is employing. Without an in-depth information
search about a potential employees’ background, management
is exposing the organisation to a higher irsk. Information
relevant for screening an applicant include;

> Verification of his activity for the last five to seven years,
such as his

> Education (schools attended)

> Previous employment (places he has worked)
> Unemployment (in the last 3 months)
> Criminal record history
> Residential addresses for last 7 years
> Driving history
> Others3)

ii. Validate your business contact persons: The entrepreneur
should know whom he/she is doing business widi. For
instance, your suppliers, customers, agents, bankers, etc. This

will reduce the irsks of fraud, liability, work stoppage, etc.

iii. Retrain your workforce: The best plans never work except the
employees have been trained and can respond positively, 'fhe

entrepreneur must continue to educate and train his employees,
key managers again and again.
Equip the workforce- ensure the employees have the necessary

tools to carry out their jobs
V. Review all contracts to detect risk

4)

IV.

exposures- lease

agreements should be reviewed to identify potential risk

exposures. What are the clauses in the lease agreement that

make the lease liable, e.g., perhaps security protection? Or

property loss? Is it stated, that the lease is liable for the

payment of utility charges when the property is uninhabitable?
Review insurance policies in existence— review existing
insurance policies concerning coverage, exclusions, and

exceptions

Review value chain exposure- The value chain i.e., the touch-

points (internal and external) suppliers, customers,
outsourcing, strategic partners and other relevant entities are

critical to the success of every organisation. You need to

assess the potential effects on the disruption of the value chain.

Communication and commitment— Top management must
demonstrate their commitment by being involved in all risk

management plans. All employees must know and understand
what is on the ground.

Making your business inconspicuous- In the era of general
insecurity, the entrepreneur should make his business

6)

vi.

For

vii.

viii.

IX.
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Once irsks identified have been analysed as above, (see Fig 1) then
the entrepreneur can retain, physically control, or transfer.

Conventionally, the irsk with the highest magnitude of loss and

higher frequency of occurrence is handled first, Box 4 in the figure.
In figure 1 such irsks that are frequently occurring and with a high
magnitude of loss are likely going to result from social imbalances

e.g. armed robbery or burglary, irot, etc. such irsks could be

physically controlled or transferred or avoided. If the irsk has a lower

frequency of occurrence and high magnitude of the loss, such a irsk is

a threat to survival and so should be transferred e.g., box 3..Examples
are Fire incidents, motor accidents, etc. With a high frequency of
occurrence but with lower cost in terms of loss i.e., box 2. This type
of irsk which may occur, as a result of deficient knowledge of the

employee e.g., poor customer service leading to complaints and

returns would be amenable to physical irsk control such as training
and retaining of employees.

Risks whose rate of materialization is low and the magnitude of loss
is also low, such irsks are usually retained. For instance, risk of not

switching off the electric bulb, at the close of the day's job. This
careless behaviour may lead to the loss of the electric bulbs, given a
supply of high voltage. Risk-retention is a viable strategy for all small
risks where the cost of insuring against the irsk seemed higher than
the total loss sustained.

It should be noted that all irsks can never be fully avoided or

mitigated because of their financial and practical implications,
therefore the entrepreneur has to purchase insurance policies for the
risks he has decided to transfer to the insurer, avoid the ones he

intends to avoid, without compromising the enterprise goals, mitigate
the ones he wants to mitigate and retain the rest.

inconspicuous (not noticeable). Although this is against the

golden rule of advertising; you have to identify appropriate
psychological barriers and deterrents.

Risk control

To control irsks either physical or financial, we have to carry out

risk analysis to determine the frequency and severity of risk

occurrence. Frequency relates to how frequently the risk

materialize, and severity relates to the magnitude of loss.

Frequency

a

can

HighLow

Physical
control 2

RetainLow
>>

1i tx

>

C/3'r

Physically
Control

or Transfer

TransferHigh
t 1' •V•f

■ft. jt
-*

>•

3 j.'. ^
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Fig 1

Financial irsk control is the process of transferring risks’ financial

consequences to a third party for a fee. Financial risk control is

applied to irsk whose frequency of occurrence is low, but the seventy

i.e., financial effects are high. See Fig 1 (box 3) above.

Physical risk control
Prior irsk occurrence or loss, irsks can be physically controlled by

> Avoidance

> Prevention

> Reduction

> Segregation
> Physical transfer

Improving business risks management
^ The world is fraught with risk. Risk abounds ii.e., risk is

everywhere therefore to manage irsk effectively, the entrepreneur

must be proactive and regularly monitor risk exposure.
I f
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business should not neglect their insurance needs. Businesses that

underinsured are taking needless risks that could lead to serious

financial problems or bankruptcy. A business without insurance is

subject to destruction. Examples of insurance policies needed by
businesses are:

General liability policy — This is a form of insurance sold to

businesses to indemnify them for third-party liability claims

due to negligence. Coverage can include premises and
operations liability for onsite and Jobsite accidents. Also, it
can include product liability claims for products that injure
third parties.

Excess liability insurance ~ This is designed to provide extra

layer coverage above the primary layer. Excess liability
insurance applies only when the limits of liability in the

primary layer have been exhausted. It is for catastrophic
protection for every high loss.

Directors' and officers' liability insurance protects the

directors and officers of a corporation against damages and

claims resulting from negligent or wrongful acts in the course

of their duties. It also covers the cost of litigation.
Employment practices liability insurance coverage is available

for legal costs to defend claims involving sexual harassment,
wrongful termination, and discrimination. The
known by various titles.

Professional liability - This is another insurance policy that
indemnifies the insured for third liability claims due to

negligence in the performance of professional services. The

professionals include Doctors, Lawyers, Engineers, Insurance

Agents, and others.

Other business risks insurance policies that an entrepreneur could
purchase include

Accident insurance policy, which covers death, disablement,
loss of sight, loss of income, medical expenses caused by
accident injury.

Furthermore, the entrepreneur’s staff must be trained to look out

for and how they can contribute to risk management.
> Risk must be identified early. At the start of the business, you

must be thinking about risks associated with the business. Risk

management should be embedded into all the operational
processes and corporate culture

> Be clear about responsibilities - Every member of the '

organisation should know exactly what role, or ask him/she is

responsible.
> Describe risks appropriately - In the risk evaluation process, it is

important to distinguish between cause and effect. In estimating

the risks, we should be able to estimate the magnitude of risk by

calculating the likelihood and the impact.
> View risks appropriately - Risk is not negative always. Risk can

be positive by creating a gap that the entrepreneur could exploit

for his/her advantage.

Use best strategies to manage risks by adopting the 4Ts model

(I) Transferring - Assigning a third party to be responsible for the

risk

(II) Terminating - Altering practices to eliminate the risk

(III) Tolerating risk - When the entrepreneur takes no action to

mitigate the risk

(IV) Treating risk - Taking action to control and reduce the

likelihood of the risk happening.

The above strategic poise would make businesses not only protect

themselves against some risks but also have a complete vision of risk

management, that will prompt you to seek out risks to evaluate and

exploit your advantage.

Application of insurance in managing business risks
For all risks whose magnitude of loss is great, any time they

materialize, such risks need to be transferred to the insurer. Examples

are insurance policies that cover liability losses, and other specifijj
business risks. Even when cash is scarce and revenue dwindles, smah

are

I,

II.

111.

IV.

coverage is

V.
.rI. -
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I
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Business auto policy, coverage designed to provide a standard

form for insuring commercial vehicles (other than private
passenger cars)
Business income insurance - An insurance policy that pays for

loss of earnings or income when business operations are

interrupted curtailed or suspended due to property loss as a

result of an insured cause of loss. The cover also extends to

loss of rents and rental value coupled with costs incurred in

relocation.

Fidelity bond guarantee - An insurance policy that reimburses

the employer against an employee's dishonesty behaviour that

results in a loss. It may cover specific employees or groups of

her bad image. For instance, non-availability of product in the

market due to machinery breakdown
(iv) Continuity of business - A certain misfortune can disrupt an

organisation, but with insurance, any risk insured against can
be surmounted

(v) Protect businesses against debtors - Some defaulting debtors

can pose a risk to the business but for insurance policies,
(vi) Efficient use of resources ~ Through insurance business

resources are effectively and efficiently put to use. For

instance, a health insurance policy ensures that employees can

pay for their health issues and they are confident to put in their
best.

Takeaway: Business risks management
Despite several responsibilities, the entrepreneur has to think about

the no-risk management strategy of the business
Therefore, the following are the takeaways of business risk

management

1. Preventing loss of valuable business resources. For instance, a

key-man insurance policy which prevents the proposer (employer)
from suffering a loss in the sudden exit of a valuable employee

2. Mitigate the liability losses resulting from an unfortunate incident.

For instance, an accident that damaged a parked
3. Eliminate interruption of operations: When a machine breakdown,

power outage, etc.

4. Continuity of business irrespective of adverse events
5. Guaranteeing business and environmental sustainability;

Insurance policy against storm damage, hurricane & tornadoes,
earthquakes and other natural disasters environmental hazards

such as flood, help to put losses in check and rehabilitate the

environment.

6. With effective business risk management in place, the operational
risks in the organisational setup would be effectively managed

Vll.

Vlll.

IX.

employees.
Machinery breakdown insurance — Protection against loss

from disruption of machinery by an insured cause of loss. It

damage to the machinery, other surrounding property

X.

as a misnomer.
covers

and business interruption losses.
Workers compensation insurance - This policy provides
benefits to employees for any injury or contracted disease

arising out of and in the course of employment.
The fire insurance policy covers the building and its contents.

Cover can also be extended to the removal of debris and cost

a.-,i
XI. ■

C?r

Xll.

of architectural design.

Theft insurance policy - for business premises this policy

only theft that results from visible violent entry or exit.

car

Xlll.

covers

Advantages of insurance in managing risk
(i) Minimization of financial losses - Insurance helps to reduce

the financial loss accruable to an organization as a result of

any mishap,

(ii) Risk-sharing
organisations to share their risk. Misfortunes or business losses

may be shared between the company and the insurance
(iii) Better image - Business earns a better image as insurance

helps her to manage any occurrence that would have to earn

Insurance programmes help business
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Chapter 13

WHY 95% OF START-UPs FAIL BEFORE THEIR 5™
ANNIVERSARY IN MOST DEVELOPING ECONOMIES

I

Self-Assessment Questions

(I) Identify ten (10) operational irsks from four operational units

(departments) of your business venture.
(II) Management irsk is insuring your business against risks: Is

money spent justified.

Success is not final,
failure is not fatal,

but it is the courage to
continue that counts

^ Do not be ^

embarrassed by your
failures learn from them

and start again

For more information; Visit: www,cfcnigeria,com I

Richard Branson (2019)Winston ChurchiU(2021)

Scholars worldwide have continued to hype the colossal rate of

startup failures in both developed and developing economies. The

causes of the high failure rate have been attributed to both external

and internal factors bordering on the business. For instance, the US
Bureau of labour statistics noted that about 20% of US small

businesses, irrespective of the industry, fail within their first year and
by the end of their fifth year, about 50% of them have faltered. In

their tenth year, only about 30% survive. In Europe and Asia, similar
statistics have been found, just as a little above 20% fail in the first

year of existence while about 76% fail before the fifth year. The
business failure rate in Afnca is higher according to documented

statistical evidence, 95% of small businesses formed fail before their
fifth year while only about 5% survive after their first five years of
existence. The causes of the high business failure rate in Afnca are

attributed to external environmental factors, coupled with the

business internal factors. However, no matter how formidable these

tssues are, with knowledge, skill and determination, the problems
Surmountable.

•. i-'.
I . '4
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The ca^es of small businesses’ high failure rates are many and
vmed. These factors stem from the external and internal environment

sta^p as earlier stated. However, earlier literature also

addressed the quality of the entrepreneur and firm's characteristics as

the root cause of business failure. Consequently, the entrepreneur's
insight and flexibility; managerial deficiency i.e. (lack of people
management skills) inadequate technical skills (inability to apply
modem mformation and communication technology (ICT) support of

busmess management; inefficient marketing skills (insufficient
knowledge in market research and market orientation practices)
inadequate fmmcial skills (poor accounting background inadequate
mancial records like cash flow analysis, journal book entries), are the
bane of entrepreneurship sustainability in Nigeria.

Causes of small business failure

Many studies found in the literature have investigated the perceptive

causes of business failure. In the US, Forbes magazine (2015)

reported that up to 90% of startups fail in the first 5 years of their

existence. In Nigeria, vanguardngr.com reported that financial experts

in 2013 asserted that about 80% of small and medium enterprises

(SMEs) in Nigeria fail in the first 5 years of their existence due to

inexperience ^d other wrong business practices. To examine the

critical factors (external and internal) that are plausible causes of the

shall first examine the socio-economic
as well as other

high failure rate, we
significance of SMEs in the Nigerian economy
economies of the world. New firms' creation is important to address

the challenges of new job creation, opening opportunities for upward

socioeconomic mobility, equitable distribution of income,
contribution to fair competition and economic efficiency. Although

the failure of small businesses at the micro level does not attract

media publicity, the consequences of a high failure rate point bleak

future for the economy as thriving SMEs play key roles in economic

growth and sustainability.

t ,1

The most common variables for new business failure rate borders

^ound insufficient marketing and management skills, on the part of
the entrepreneurs. Poor marketing skills
research, unrealistic business plan and ill response to aggressive

competitors' responses. With regards to inadequate management

skills, employment of wrongly chosen people (unqualified
uncommitted) into the fledging firm, overtaking or too slow in growth
and poor management of business cash flow. Nevertheless, manv

wnters have attributed small business failure rate to the company's
general and immediate environmental factors which are external to

e turn. Thus, above mentioned and discussed external factors- if

understood, not only enable the business owner to design better

policies that govern operations, but also craft strategies to serve the

business better. Given the scope and effects of these external causes

ot tailure rate, the entrepreneur must give adequate attention to them,

mall businesses or startups are the backbones of most economies of

me world because they not only generate a high percentage of

employment opportunities, they are also an influential force to

conomic growth and development of any nation they help to reduce

poverty, income inequality through their innovative capabilities and
competitiveness s in promoting indigenous entrepreneurship in the

production primary goods to support industrial linkages. Despite their

a result of poor marketas

&

External causes of business failure

The general environmental factors include state of the economy e.g.,

economic recession due to sudden high interest rates, loss of

consumer patronage, stock market crash, global catastrophic and

unpredictable events. Others are changes in government policies

impacting costs, technological development policies impacting costs,

technological development that negatively impacts on production and
distribution processes. Furthermore, socio - political changes in the

economy such as legislative requirements with regards location and

bankruptcy of business. Other micro environmental challenges that

negatively affect business include taste and preferences
of

consumers supplier inadequacies such as ensuring quality and

meeting compliance requirements high rate of competitiveness, credit

availability, stock holder or investors reactions.

can
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The financial reasons include

Liquidity: Poor financial management such as cash flow and

bad debts management by the entrepreneur. Liquidity of a

small business is its ability to pay its short-term liabilities such

as taxes, wages and payments to suppliers, rates, etc.
Poor accoimting: Poor financial accounting procedures
lead to poor cash monitoring or usage, thus leading to

inadequate financial resources.

Poor capital budgeting: Failure to plan for significant capital
for exceptional expenditure for investment in the long term

such as new machinery, replacement of machinery, etc,
worth the funding of cash through the firm.

Other reasons though non-financial, which can cause business failure,
borders on the entrepreneurial skills and characteristics. Such skills

management, technical, marketing and financial management skills

are very crucial.

Poor management skills: Clear and knowledgeable leadership is very
important in a fast competitive market. Examples are poor hiring of
people, improper planning and selection of a business to invest in.

Caught in illegality and unethical business practices can lead to high
business costs in damages.
Marketing skills: Ability to get all aspects of the marketing mix right
is very crucial. Incorrect pricing, poor distribution and lack of market

orientation are just some of the courses.

Financial skills: Not having enough capital in starting the business

implies underestimation of the value of money in the new business.

Expanding your business too early can lead to the death of your
business. Eveiy entrepreneur that underestimates the strength of
competitor is at risk. Inadequate credit control, bad debts

management and inaccurate forecasting, can cause failure.
Technical skills: A clear vision of the business is very important.
From the technical skills perspective of the entrepreneur, he/she

should be able to project his^er business in 2, 5 or 10 years.
Moreover, wrong business strategy which ignores the need of the

market and customers; poor communication both with the target

environmental factors are un _ • factors embed interest
Nigeria. For instance j ^ ^ly high but unstable in

of new businesses. The toward wealth and

SSI SJES

policies, would deal with the vanables emanating from
ese

which are inimical to business survival and growth.

1.

2. can

3.

are

as

and

Internal causes ““’■Lioners believe the predominant
Many business scholars and practition factors These
causL of new business failure rate are endogenous factors.
Srin.»° v.».ble. o- b. clarified m,o fm.nc.al a.d •»
financial reasons of business failure.
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(5) Self-discipline: Self-control and self-discipline lead to a

positive work ethic, which in turn leads one to achieve, despite
the obstacles on the way. Through positive ethics, things
done effectively and efficiently.

(6) Confidence: An entrepreneur has confidence in himself Since

an entrepreneur takes risks in uncertainty, he is confident that

the risks taken are the best to aid his business in achieving its
goals. He/she is confident in his/her product, by believing in

what the product can do and being enthusiastic about it.

(7) Strong determination: For success to take place there must be

strong determination. An entrepreneur who lacks strong
determination is doomed. A success-bound entrepreneur is full

of high expectations and never quits easily.
(8) Able to adapt to change: Cutting-edge technologies abound.

An entrepreneur must be willing to adapt to new technology to

enable him to proffers solutions to the ever-changing needs of

his target market.
(9) Salesman: Cash flow is the blood of business. This implies

entrepreneur must be a good salesman to ensure that his/her

product is sold, to have increased cash flow. Successful

entrepreneurs are those who have enough capital to run their

businesses. Knowing well you market i.e., target market in

terms of their wants, how they want it, the place and price of
what they want, make you a better salesman for increased cash

flow,

(10) Focus: Staying focused on the business an entrepreneur has

established is very important. An entrepreneur, particularly a

beginner should be focused, avoid distractions do everything
to make your current product known and accepted in the

market. He or She should pay 100% attention and focus on the

business; the odds are that you will succeed. Do not have a

corporate mentality. In the corporate world, you have a

specified function or role to play in your corporation.
However, as an entrepreneur, you are the accountant the

human resources (HR) manager, the corporate affairs manager

market and employees; failed expansion because an unexpected
problem crops up; poor quality of services ^Jich m

tos digital era,

easily be exposed worldwide, can also predict failur
.

which inhibit the growth and
stressed

are

can

Internal environmental challenges
sustainability of small businesses and startups m Nigena

as

susiamau y financial support, poor

mana^t lack of right technologies and low
productivity Others include poor training and expenence,

poor

Lcountin?practices, poor financial management, poor ““keting

ctmtesies lack of knowledge of the business market, lack of talented

^b ufTal o5 the part of employees and lack of good
irfomato about the business. Given the above seeming

y

inexhaustible list of challenges, which small
faced with in Nigeria, what factors are there to be

identified that are

Sal to the survSl and sustainability SMEs for the entreprenem
m

Nigeria? A decision to own a business is a courageous
0"^, therefore

to following factors facilitate one’s success in entrepreneurship.

Good financial management: An entrepreneur should be
intuitively a good financial manager. He must not spend

on

impulse otherwise he cannot control the cash flow.
A defined purpose: An entrepreneur must have a ‘beam
purpose or a mission of being in the business. If he

believes m

toTmission and he is enthusiastic about it, it will propel him

(1)

(2)

(3) NeSng: A small business's ability to develop busin
s

relatonships with the powerful and influential people
m th

market is priceless. An entrepreneur must network with
othe s

based on his proficiency and strong motivation of the
need

Hi^^speed: A success-prone entrepreneur never delays bu^
with high speed and commitment work to get things don ^

be a successful entrepreneur you must make the most of y

time.

(4)
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establishing a business outfit by renting a shop, equipping it with

computers, furniture, fixtures and fitting, business cards and

letterheads, yet without knowledge of how to identify and attract a

target market, one is said to be caught by 'entrepreneur's spasm'.

Business success is not determined by being a great technician,

lawyer, photography, a great chef or a great business entrepreneur.

Entrepreneurship is a discipline; it has its challenges and pleasurable

moments too. Entrepreneurship is not glitz and glamour, not a sport;

therefore, the successful entrepreneur must focus on how to proffer
solutions to the problems.

Change is constant and it is guaranteed, and so an entrepreneur must

embrace changes. If you resist change, change will become your
enemy; on the reverse, change can be your best friend in the business.

Change occurs very fast and can disrupt an existing business that has

not kept up with it. For instance, less than three decades ago, the
mobile phone was not in existence in Nigeria; however, today with
the advancement in technology, social media have made business

transactions relatively easy both to the buyers and the sellers.

In the past decades, comparative business advantage such as

closeness to maket, access to finance, raw materials and large
population drives the business success. Examples are closeness to the

market (geographical advantage); technology availability
(technological advantage); access to finance (capital advantage) large
population (availability cheap labour advantage); strong of legal
institutions (government support/cost of doing business advantage)
and closeness to source of raw materials (nearness or source

advantage).

In this century, which is the knowledge economy, traditional
environmental competitive advantages have been wiped away by
changes in the global business environment. Today, competitors are
everywhere; your greatest rival is no longer the closest firm or next-

door retailer. Customers of every type of business are today more

educated and informed. They are more demanding, more price.

.„d ».rk«ing manager. In ak<m as an .n»P-.ne«r, ,ou
are a one-man team. vnu must be passionate

(11) Love what you do; As an en rep ^ysjjjess is full of

^ about what you are involved m Rummg a D fn,stration.
challenges and Xt ^re good at, and
However, if what you are "jS to move on.
you love doing It, you H b optimistic and

Thai, opwanr .lU enable br.m .0 .=e

well out of every mistake “X omnems prLe to success are

Get out of comfort ^ They are innovative andnot afraid to try something new. m y

always desire to t^ new entrepreneurs make use of
(14) Use of automation. ti^e and money; it

SrfconvtXds and inLase sales. It is a cost-effective
way of marketing a business's product

(,5) use of lisi-' “‘“tares^s rod.,. A. a.
changed the way embrace digital marketing to
entrepreneur, you need jt does help in
facilitate your success Comers online, reaching

dr^gb ':^ob». 00—n (.001.1 nredra,
tracking consumer interaction and reactio .

(13)

Takeaway: Business afilure rate
Many factors are attnbutabl Nigeria. Apart from a lack
especially in developing cou management, marketing and

of basic knowledge, in human ^gw business venture is a

"™Sj:or:rsri.—, .0,01.. ^om osp.o..ood
business consultants. .

graduate of 7XoS!i"«
entrepreneurial venture. In shon.

failure rate,

Being a ;

agriculture, law, etc
not enough to qualify one to float an

I
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Chapter 14

BUSINESS CONSULTING

AND ENTREPRENEURSHIP

ice and quality conscious. This is because they have
more access

’ Whnolog, which enabte ihem make a cc-pm^a
their business. The global

communication explosion
access to finance,

service

to information

and choice of where and how to transact
environmental ehanges of the day, such as

Lde the wary entrepreneur responsive and competitive.

f I maintam my \
edge by being a

student; You will always

have something new
to learn

\Jackie Joyner Kerseej
N. (2020) y

He who wants to do

everything will never
do anything

century era, theromnetitively succeed in this 21
n!eds tecLlogical tools like marketing autornation

ine software, effective customer

Thus, to

entrepreneur

software, website P‘^tfonr«, accounting ^

sil of the pitfall entrepreneur of this millenmum should
avoid.

Andre Maurois (20191

What is business consulting?

Business consulting is a process by which business consultants

(counselors) provide management counsels, which can improve or

solve business performance problems. Consultants thus meticulously,

systematically and theoretically analyses the symptoms, and suggest

relevant activities for solving the problem on hand. Business

consulting aims at making the outcomes of employees or

organisations more effective, working differently. It is observed that

businesses turn to consultants when they feel they have management

problems in which they needed an expert or professional's opinion.

Thus, to the entrepreneurs, business consulting can be defined as a

process of providing services or management know-how, in a

specified field by qualified specialists or consultants. It is

characterized by results or recommendations provided to someone

who has a choice to accept or reject the recommendations put

forward. It is one of the ways entrepreneurs overcome challenges they

experience when entering or developing a new market for their

products through flexible and innovative potentials.

Entrepreneurship business environment is dynamic, turbulent, and

complex; requires flexible, adept and effective organisational
alignment. As a result of the dynamism in the political, economic,

social and technological business environment, businesses often run

TO roman nlo.an. •> » ““""““irokooed

life-business failure.

*?rr™i;i2."SUno..f.llmosm Niger,.
® SSmStaess opportunidos. Wh.i akllU d. ,ho ponn.al

(11) WhaffMt^^ould facilitate entrepreneurship success
among

graduate entrepreneurs in Nigena.

For more information; Fisit: www.cfcnigeria.com
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development of telecommunication
globalisation of businesses have

into problems or challenges which negatively affect their

performance. For instance, contemporary liberalisation of trade and

globalisation of business impact negatively on some entrepreneurial

ventures in the developing climes breeds business failure. Besides,

the exogenous factors, entrepreneurship businesses in developing

economies face many endogenous challenging factors that inhibit

their economic growth and long-term sustainability. For instance,

many business management scholars have noted that over 80% of

small-scale businesses fail in their first five years of existence, and

they stressed that endogenous factors such as poor management of

resources, corruption, and low productivity discounting training

sloppy book-keeping and poor accounting practices contribute more

to the high failure rate. Others include spending more than reinvesting

of earnings, poor marketing efforts, lack of adequate planning,

enthusiasm and good information about the business, coupled with

poor knowledge of the target market and inadequate skilled labour

force. Entrepreneurial ventures respond differently to the changes

using modem tools and methods in their operating environment.
Examples of such tools include business consulting (counseling)

services, mentoring and coaching to upgrade, revitalise and improve

business performance by maintaining a favourable market share.

In this chapter, the author aims to highlight and briefly discuss the

indicators of the need, importance and effects of business consulting

to entrepreneurs in developing economies. In developed economies

business consulting or counseling, which is highly in demand, helps

businesses manage their challenging situations for better performance

and sustainability. The services of management consultants are not

only demanded by companies who have challenges but also sought

for, by well-established ones, due to the dynamics of the competitive

business environment, its rapid qualitative changes in the global

sphere.

The need for business consulting

Many indicators signal the need for the use of business
consultants/counselors in our dynamic business environment. For

instance, the increase in customers' knowledge and awareness, fast

devices and liberalisation

taincs ™k.ts cfm

..bjec, „ ,h"e
most small businessp^ uu • ^ ^ tnarket. Furthermore,

and

plans, low morale

products, poor market inteiligence7for decLion
now and inventory management. Others
inadequate working capital, low-

of

Aside from the

bMe.se.. ted the .^'1, J""* ““I""'"". «« >"»« Me
.bo ,„.,t„ed M

PmbS whTch oTef ^ndog^nous
administrative processes'TentUrLStenS"’

resource
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..nmr. •«. g« » “'Uelt
„„ „t . ,»,ned ..d motmted „„^.ed ,tam
would become peak pe ° counseling and coaching. Second,
through the process of men principle of 'what's in it for me’

with regards to motiva ion, * P members would become
(WIIFM) (see chapter 10) is applied, team meu

If-motivated peak performers.

Mentoring is of business, it

or a guide to one's highest performance, levels.

to him within the workplace or discover specific areas where

coaching is required. Effective coaching is based on the popular
saying

‘Give me the courage to change those things I need to change, the
strength to accept those things which I have little or no control, and

the wisdom to know the difference’. Coaching is applied to discover a

coachee’s what is in for me (WIIFM) and to enable the coachee

improve his/her performance, improve job-related skill e.g.

(Interpersonal skills, communication skills, etc.), get a better
understanding of corporate culture and politics, improve the

coachee’s interpersonal relations.

Fliring a business consultant or counselor is costly however scalable

when the right one is hired. Businesses, particularly startups at certain
times, need the services of business consultants. For instance,

consultants can provide a solution to many business issues, such as

marketing strategies and tactical operational techniques, market

information, advice on a business legal structure, skills in managing,
motivating and retaining skilled employees, etc. As the business

operates in a fiercely competitive environment, the day-to-day
responsibilities are more than enough to keep the entrepreneur fully
occupied. Consultants as experts can offer a business, grant

businesses expertise to grow through. Hiring a consultant reduces

administrative costs of a business such as payment and retention of

full-time employees, as the cost of hiring a consultant is scalable.

Consultants help to develop strategies that provide a significant

amount of value for a startup business. They provide an objective
viewpoint that allows for creative solutions, from diverse ideas

resulting from thinking outside the box. Consultants have a higher
level of business expertise and skills than full-time employees.

se

TO ,he . “”“,rcoSh““.ie'.TfSS
u.de,Ung .nd og.in.i«io l..d™b.p.

Counseling: ‘wMr«ntori“gd'ids5dh nn indlviduab
rr.rd:r«'~"“ s?
people that directly reports «, ^ busm | ^^^.elee
Lneentrates on the totahty of the to
to clarify his motivational d-ectron, to ba ance hts^
srsitauii—^
It is quite unlike ordinary J ' concemrand
«rs"of tt focused on. It is designed to help the
counselee to become more self-responsible. ^
coaehing b, connssl d„ls enir'l.rSS«l’”“
performance skills. Coaching is u ^ays to contend witl^
help the coachee to fm Through counseling you

«°i“n«ugb .0 pinpbW •I' •*-

The background of a business consultant

A consultant worth hiring should be an outstanding problem solver,

for fledging startups. He or she must be imaginative and creative with

the analytical skill to synthesise thoughts for the conclusive stand.

can
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training and development of company staff, employee taxation and

pension benefits, independent opinion to an issue and scaling up the
business performance.

Effects of business consulting
Consultants as professionals follow the main trends in theory and
practice because they possess high professional skills and capabilities.
The products of counselors or consultants are consulting services.

These are expert advice provided by qualified experts in specific
business disciplines to solve a specific business problem. This expert
advisory service cut across the entire spectrum of business such

research and development, marketing, legal, accounting, information

technology, engineering, etc.

Business consulting services are innovative; the consultants sought
internal and implicit sources of innovative activities and they have a
strong relationship with suppliers and clients. Examples of the effects

of consultancy as an advisory service in the marketing discipline for
example include;

Acquiring better knowledge of customers and competitors, better

competitive pricing policy, development of higher quality products,
better brand reputation and image, improved corporate image for
customers’ satisfaction, improving customer relationship which leads

to customer loyalty, adoption of a new strategy about managing
customers and competitors for higher sales/tumover and adopting of
ICT for improvement in the information needed in modem marketing
activities.

consultant. A consultant may e Resources (HR) consultants,

A oon..l-. who h., i”
coupled with a passion for wor ^ ^rovQ difficult. Therefore, the

however, getting the nght one y j ^ jo know
background of the consultant is instance, a
how likely he/she can ^elP ^^ ^i, record in
consultant experienced in t e as nffu-’e Ask for references
consulting for firms similar to ’ XSactSly worked for.
to enable you to see brands or firms he has ^ The
Second, the character oft ® kis client ahead of his
consultant must be willmg^ Ji ke/she

as

own. He/she must

need to know about his/her busmess.

of business consulting services for small scaleThe significance
businesses

Entrepreneurs

faced with seemingly insur

oftentimes seek the expertise of consultants wten
mountable problems m running their firms.

The follow,.g..e.h. signs „ .

technology (IT) finance and funding consultants,
management challenge such as

of business

Self-Assessment Questions

' (I) Explain 5 advantages of business consulting to an entrepreneur

Show how consulting can help maintain your competitive edge

For more information; Visit: www.cfcnigeria.com

called for specific
volume turnover, expansion ■
management problem and proffer solution,

Consultants are

drastic fall in sales

capabilities, diagnose
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you hope not only to outlive but through which you can make an

impact in your world.

The needfor business growth

The need for business growth cannot be overemphasized. The desire

to make an impact in his world, gain prestige and power outside his

locality can influence the entrepreneur to grow his business. The

growth of the business which could be secured either through product
or market development strategies enables the achievement of

economies of scale, thus curtailing competition for survival and

sustainability goals. Business growth in developing economies

enables the firm among others, to profitably exploit emerging
business opportunities, gain economic and market power in its

operating environment, increase profitable utilisation of resources,

secure favourable government policies such as subsidies, grants and

concessions, and protection of the business against seasonal

depression.

Chapter 15

GROWING ENTREPRENEURIAL FIRM
TO MAKE AN IMPACT IN THE WORLD

Business successes,

requires training \
discipline and hard work.

But if you are not

frightened by these things,
the opportunities are just

great today as they
ever were y

^ Unknown^^

Happy employees
lead to happy customers

which lead to more profits

Vaughn Aust (2021) as

What is business growth?

Everything both living and non-living naturally grow
devdopmentally from one stage to another. Non-lmng ^
fire, rivers, or lakes grow but do so by adding more

matenal they ar

made of. Living things, however, such as trees, men
grow by changing their characteristics such as height,

size and

Lcmre, etc. For instance, man grows from the stages of pregnancy

childhood, adolescence, adulthood, and seniors to old age. In me

same vein, businesses grow from the stages of launch ^o^h
maturity to decline. In these various developmental stages, both ma

their characteristic features, such as height, size,

Forms ofgrowth

Business literature has acknowledged two types of growth strategies -
Internal (organic) and external (inorganic). Internal or organic growth
is the growth an enterprise achieves by increasing output and

enhancing sales internally. The enterprise relies on her resources for

growth. For example, expanding her product line, or increasing the
number of business units and locations. This growth strategy is slow
and planned, there is no fusion of market, product, assets

and the company grows organically, by ploughing back its profits.
The second type of enterprise growth strategy is external or inorganic

■ . u ■ an increase in the size of growth. This growth is based on external resources which imply the

Entrepreneuna usmess^^^ growth, nramrity and fusion of market, product, or assets through merger and acquisition,

which leads to exit from the industry. These Inorganic is based on increasing the output of business by acquiring
characterized by the | ^ew businesses through mergers, acquisitions and takeovers. In an

inorganic growth strategy, rather than an increase in her business

activity the firm can gain access to new markets through successful

acquisition or mergers. In the manufacturing industry, mergers and

or resources

and business change

structure, etc.

operation -.

perhaps to decline stage
developmental growth stages for the business are
acquisition of more resources, increase in output in

terms of toml

sales volume per annum, enlargement of production capacity,
employment, and business structure among others. This chapter^ s
to show you how you can grow your entrepreneunal business

which
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palh. The astute entrepreneur should watch out for the

temptation of owning the biggest business within his operating
environment; as many viewed bigness as a symbol of success.

Managing a business is not like a sporting, event where the

race is to the swift, but rather business could be likened to the

fable of the tortoise and the

Limitations ofbusiness growth
Shortage of labour or capital: If the needed skilled and talented

workforce is not available, business growth will be
constrained.

Nature of market: The nature of the market i.e., consumers or

customers to the business is limited with small purchasing
power or their demand is fluctuating, the growth would be

checked.

Nature of the industry: In some industries, large-scale
production is ruled out. If the products require close personal

supervision and consumer or customer involvement, such
jewelry, tailoring, large-scale production might be constrained.

Law of diminishing returns; If the expansion leads to increase

costs of production and returns are inappropriate or not

proportionate then it will be unwise to embark on expansion.
Managerial capacity: This is another serious limitation to the

growth of the business, just like the non-availability of the

skilled labour force; the inadequacy of managerial skill is a

constraint to business growth.

Business growth strategies
Most entrepreneurial businesses need an enterprise growth strategy to
stay in the competition as well as help retain valuable customers.

Business literature affirms that up to 50% of startups fail within five

years of takeoff The implication, therefore, is that carefully choosing
and crafting a business growth strategy is paramount. Growth

strategies commence by identifying and evaluating emerging
Opportunities within the market. A growth strategy addresses how a

Company is going to adapt itself to meet up with challenges of the day

acquisitions play a vital role in reducing the adverse effect of

competition from rivals.

Timing for growth and limitations for growth
Making a business grow beyond its current size and capacity is easier

said than done. There are multiple challenges to business growth,

however, any business that desires to move to the next level, must

define, articulate and communicate the strategy of getting there.

Growing a business implies making it better and looking for ways of

improving its product offerings getting more customers to expand its

structure or adopting a more efficient and effective operational

process. Much as it is a good thing to improve and grow your

business, it requires many resources such as time, energy material and

humans, thus the entrepreneur should ensure that it is the right time to

embark on growth. Below are some signposts

1.

2.

3.

(1) The demand for your product or service: If there is evidence to

show that your customers need more, not sudden spikes in

sales that could be a sign to invest in the growth process. The
need for market research to verify the determinants of higher

product/service demands cannot be ruled out. For instance,
a

customer satisfaction in the company's operations,
could constitute

as

4.

survey on

new products and employees' responsiveness
a good sign.

(2) Financial viability; Before you embark on growing your

business, there should be evidence of consistent growth in t e

flow and higher annual

5.

new customer base, steady revenue

profits. This evidence is proof that there is a steady demand or

the product/service.
(3) Growth in the industry: If there is evidence that the industry

the entrepreneur is operating in is growing, then it would ^

wise to grow along with it. For instance, in most developing
nations, real estate, hygienically packed foods, hospilalit)^
health care industries are growing because of the high deman

for their services and products. The above are
highlighted signs to suggest a time for investing in a grow

I
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markets. The market which is the major driver of a company's

vary by geography, demographics, technology
industry, etc. requires the adapting of the existing products to
meet the peculiar need and preferences of the new market.
Coca-cola back in the 80s targeted at women segment of the

market when she introduced a beverage drink with zero
calories.

.. *«e. oTi
Enterprise growth ' jjgcline.^Each stage has its peculiar
enterprise, growth, maturi y ^ entrepreneur and his
problems which need to be in^S that everyone
Lployees remain focused and am focused to

‘■’yr ^ H.,. fo„
the market,

promotional mix e.g., ^d^ng

rn :rSe —s ”4. .o^ boo,, o, o.o„«,

revenue

(4) Diversification; Mergers and acquisitions are often the most

a firm's main objective is
broader product offering). The

used approaches when

diversification (having a

acquisition lakes place when a bigger and more financially
viable company buys out the target firm which ceases to exist

and fused into the acquiring firm. For mergers, a firm does not

have all the share of the merged company. Through merger
and acquisition, a firm does not have all its eggs in one basket.

With resources and products already in existence in the sector

the company wants to expand to, it minimizes a lot of risks

involved as diversification means the introduction of

products or services in a new market i.e. promoting
products/services in an unexplored market. Diversification

In

new

new

vanes i.e.

(a) Horizontal diversification: This implies that a firm introduces

related products and sells to the same customer demographic.
For instance, a flower seller introduces plants or a notebook

manufacturer that enters into pen market,
(b) Vertical diversification; This is where a firm acquires and enters

into the market of its suppliers or customers. It is an

arrangement in which the supply chain of a company is

integrated and owned by the company. An example is when a

building construction firm enters the market of paints,
(c) Concentric diversification; This is a growth strategy in which a

company seeks to grow and develop by adding new products
that have similar technical and commercial know-how to its

existing product line to attract new customers. For instance, a

bakery starts to produce pastries (meat pie, cake) as well as
bread.

advertising. , Tiiic k another strategy focused on her

:'S

” A»bS «.be,
Strategy ^st suitable product to introduce.

tT wouTd amount to developing an

that mayto
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acquire more equipment and modem technology. Others are loss of

control which is inevitable due to delegation and shortage of cash

the proprietor may need to borrow money to meet expansion costs

e.g., acquiring new premises and new equipment.

Takeaway: How to grow your business
Entrepreneurs always have many goals when they launch their

business including speedy growth and identification for the fledging
startup. However, overnight success is often not the standard.

Therefore, generating new business by growing your customer base,
although challenging is important to your business success. Below are

the takeaways from how to grow your business

Get to know your customer and design value proposition.
Focus on your customer service and experience: The entrepreneur
must ensure that he/she offers distinctive customer service.

Nurturing existing customers and looking for new opportunities.
Use social media: To grow your business create profiles on all

major social media platforms (Facebook, Instagram, Twitter,
website, etc.).
Attend networking events: Find time to attend network events.

Corporate social responsibility: You build brand awareness in your
community through sponsorship, a donation to cancer research,
support the orphanage homes etc.

Brand relevance: Many entrepreneurs copy a competitor's business

model, however, to grow, you will need to set your business apart
and create your unique brand identity.

Self-Assessment Qucfstions

(I) In a competitive market, what four strategies
entrepreneur embarked on to grow his/her business

(II) Discuss four inimitable strategies you can embarked on to

grow your entrepreneurial venture

(III) Product development is an option to growth strategy. Do

agree? Discuss illustrating with your venture.

For more information; Visit: www. cfcniseria. com

diversification: This involves a company movmg

to products or services that is unrelated to its current products.

This diversification is aimed at receivmg hig re ui^
investment in the new sector. For instance, a cloth

manufactme

diversifies into the utility industry e.g., solar

as
(d) Conglomerate

on

ring company
energy

Advantages of business growth
doubt that growth in business signals success as many

nerceive it since it enables greater exploitation of
new business

opportunities, brings in new customers, employees broaden
sales-

revenue and greater profits. However, growing ones
business is not

without risks.^herefore, it is better to careMly consider the strengths

There is no

1.

2.
and weaknesses.

Business growth brings more advantages
exnloitation of new markets to make more profits. One of the greatest

advantages of business growth is competitive advantage
°f

of seale which features in purchasing of raw materials (getting

discount’for bulk purchase) marketing of goods produced, (spreading

tin eost over large sales) and overhead eosts (spreading
administrative cost over large output). ^
business as a result of increase in growth include

increase in

resources and stock, such as the generation of more sales nnd Profits

she exploits new markets through diversification, enhances
financia

tbSCough multiple streams of income. In addition, the busmes
Tit increases in her financial capacity to acquire cutting-edge

technology for greater expansion.

3.

4.

I": 5.

6.

ii 7.

can an

SlSaTopeadiona, Common dia.d«0,e«. "f S'™*
include increase staff turnover as employees are faced

w'th ex

work, which leads to burnout and high turnover
growth leads to compromised quality as a result demand for higher

output This in turn, leads to customer chum or defection. Thud, hi^
caStal requirement as the business would employ more personnel an

you
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About the Book

In most African countries, the educational systems expose students only to the

fundamentals of working for others neglecting the transformational entrepreneurial

skills, which enable the launching and running their own business ventures. Innovative

entrepreneurs backed by creativity and ethics help their economies grow economically.

This is because graduates of all disciplines are mentored to apply their knowledge and

become successful entrepreneurs in their chosen industries. However, experience has

shown that graduates who were not groomed in transformational entrepreneurial skills,

who ventured into entrepreneurship in Africa, often end up in disillusionment.

Entrepreneurship, though a high rewarding career in most developed economies, it is

however lacking in credibility in most African nations, perhaps as a result of our

educational system which is devoid of entrepreneurship education. This

entrepreneurship modules aims to fill the skills gap for self-employment among our

young graduates. It is concentrated on changing one's attitude which entails taking

calculated irsks and putting new ideas to practice. The book provides a step-by-step

guide to establishing an entrepreneurial venture, which refutes the wrong notion that

entrepreneurs are bom and not made.

Dr. O. A. Isimoya, a seasoned business consultant and coach, in this text,

transformatively demonstrates how to creatively and scientifically identify, establish and

manage a business venture, ^^e book will among others privately tutor you on how to:

Identify and evaluate entrepreneurial business opportunities
Set up entrepreneurial venture for higher patronage
Manage human resources for peak performance
Market and create sustainable competitive advantage for your firm

Manage business irsks
Make your business ethical and socially acceptable.
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