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                                                          ABSTRACT 

 

As the oil sources continue to become depleted and global oil prices continue to drop, there are 

concerns that the current pattern of growth and development in Nigeria, a country that is heavily 

dependent on natural resources such as oil as drivers of economic growth, is neither inclusive 

nor sustainable. In order to shift its focus from the natural resource dependency dynamic, create 

employment and most importantly, stimulate sustainable economic growth; there is an urgent 

need for the Nigerian economy to begin harnessing and cultivate their underutilized resources 

and industries such as the fashion industry. In economics, entrepreneurship is considered as one 

of the key drivers of economic growth and development. However, the existing empirical and 

theoretical evidence show the institutional asymmetry and lack of alignment between formal 

and the informal institutions hinders the social and economic development of productive 

entrepreneurship. This study aims at exploring the role of institutions in promoting 

entrepreneurship in the Nigerian fashion industry by identifying the uncertainties and obstacles 

that existing and emerging entrepreneurs face while trying to start or run a viable business 

within the Nigerian fashion industry and then analysing how the existing institutions can be 

used to foster entrepreneurship in the industry. The findings show that there is high potential 

and diversity in the entrepreneurs’ experiences within the Nigerian fashion industry, which is 

in line with neoclassical economists that argue that the main challenge in developing countries 

is not the lack of skills, technology or knowledge, but rather, the lack of proper institutions. The 

overview of the current status of institutions within the Nigerian fashion industry identifies 

various regulatory, financial, social, cultural and educational institutions which are both 

encouraging and discouraging entrepreneurship in the industry, which is in line with the 

institutional theory. Thus, this study recommends an alignment in the formal and informal 

institutions in the economy as a way of solving the existing institutional asymmetries that are 

causing the poor performance of entrepreneurship in the country. 
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INTRODUCTION 

Introductory Background 

Entrepreneurship is a dynamic concept with various definitions. However, for this study, 

entrepreneurship is defined as the process by which individuals pursue opportunities at their 

own risk, either on their own or within organizations, with a view to profit (Goncharova, 

Kartashov & Gavrilova, 2009; Stevenson & Jarillo, 1990). Entrepreneurs, on the other hand, 

are defined based on the nature of the activities they engage in. In this case, an entrepreneur is 

defined as a risk taker (Cantillon, 1732); innovator (Schumpeter, 1934), a person that 

coordinates resources (Say, 1816). A person that starts or founds a business (Gartner, 1989); a 

person that seeks or recognizes opportunities (Kirzner, 1979). 

In social sciences, the term institutions refer to integrated forms of structures or rules that 

constitute social life, or rather, the established practices, beliefs and laws that govern or 

structure social interactions (Hodgson, 2015). In his book, North (1990) defines institutions as 

the formal and informal rules and norms that organise political, economic and social relations 

(North, 1990). Formal institutions are rules that are created, communicated and enforced 

through channels of generally accepted mechanisms, and they include state-enforced rules 

(laws, codes, constitutions, regulations, contracts and other legal elements) and official 

organizations such as legislatures, courts, bureaucracies, governments (Stiglitz, 2000). Informal 

institutions refer to the socially shared rules, that are in most cases unwritten, and are formed, 

communicated and enforced outside of official channels, and they include: social behaviours, 

patterns, customs and beliefs (Stiglitz, 2000). DiMaggio & Powell (1991) also defines 

institutions as the regulatory, social and cultural influences that promote survival and legitimacy 

of an organization, and they include formal rules (such as laws, governmental agencies, courts, 

regulatory structures, professions, scripts) and other cultural and societal practices that exert 

conformance pressures. 

Various theoretical economic models as well as empirical research on entrepreneurship show 

that institutions have an enormous impact on the rate of entrepreneurship (Naudé, 2010; 

Williams, N., & Vorley, 2015; Manolova et al., 2008; Stephen et al. 2005; Szirmai et al. 2011). 

According to Williams & Vorley (2015), the institutional asymmetry and lack of alignment 

between formal and the informal institutions hinders the social and economic development of 

productive entrepreneurship. These remarks have been echoed by Szirmai et al. (2011) who 

argue that entrepreneurial growth and economic development not only requires the shared and 
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sustainable increases in per income capita but also requires the changes and alignment in the 

economy’s structural composition, or rather, the economic institutions. In this regard, it is 

important to look at the impact of institutions on entrepreneurship, using the Nigerian Fashion 

Industry as a case study.   

The fashion Industry is one of the world’s most important industries, driving a significant part 

of the global economy. It is “a multi-trillion-dollar global industry, encompassing everything 

from textile and apparel brands to wholesalers, importers and retailers. Over a trillion dollars is 

spent annually on apparel and footwear around the globe, with nearly $370 billion spent in the 

united states” (Joint Economic Committee, United States Congress, 2016). According to Euro 

monitor, the African fashion industry only accounts for a small portion of the $1.5 trillion global 

fashion industry, with sub-Saharan African apparel and footwear market valued at $31billion. 

The fashion industry employs a large amount of people globally. It creates jobs for workers in 

a wide range of occupations including: fashion designers, models, modelling agencies, tailors, 

fashion photographers, market research analysts, graphic design artists, computer system 

developers, fashion schools, fashion journalists and magazines, sewing machine operators, 

beauticians and makeup artists, textile manufacturers, retail sale workers, wholesale buyers, 

accountants, business operations specialists, etc. If the fashion industry were ranked alongside 

individual countries’ GDP, the global fashion industry would represent the world’s seventh 

largest economy (McKinsey&Company, 2017).  

 

Problem Statement  

African countries have been growing at a relatively fast rate since the beginning of the new 

millennium, which in turn has led to improvements in several areas such as trade, mobilization 

of government revenue, infrastructure development, and the provision of social services and 

vice versa (Economic Development in Africa Report, 2012). Statistics further show that Africa 

was among the fastest growing regions in the world economy from 2001–2008 (McKinsey 

Global Institute, 2010). However, there are concerns that the current pattern of growth and 

development in Nigeria is neither inclusive nor sustainable, mainly because the country is 

heavily dependent on natural resources as drivers of economic growth, and these are limited 

(Van der Merwe et al. 2016). Nigerian economy relies primarily on crude oil and other natural 

resources such as; fossil fuels, metallic and non-metallic minerals that are non-renewable and 

“are being consumed at an alarming rate with negative consequences for future growth and 
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sustainability” (Van der Merwe et al. 2016). In addition, these raw materials are extracted 

locally and exported to other countries, who in turn process and sell it back at higher prices. 

The dependence on resource-based growth is also of concern to policymakers because 

commodity prices are highly volatile and subject to the caprices of global demand. The resulting 

instability in prices has negative consequences for investment and makes macroeconomic 

planning for development challenging (Van der Merwe et al. 2016). The African Development 

Bank Group (2019) stated that due to a fall in oil prices in 2015, Nigeria could no longer depend 

solely on oil to bring in the amount of money it did in the past.  

In order to shift its focus from the oil dependency dynamic, create employment and stimulate 

sustainable economic growth there is an urgent need for the Nigerian economy to begin 

harnessing and cultivate their underutilized resources and industries such as the fashion 

industry. Even though Nigeria has made some progress in diversifying into some of its other 

creative industries such as the film industry (Laboto, 2010); there are other promising industries 

that are yet to be harnessed, one of which is the ever-growing fashion industry. The fashion 

industry can bring about diversity in the economic base in Nigeria and attract tourism and 

investment, create employment and improve trade, among other benefits.  

Statistics from Thailand, Botswana, Malaysia and Indonesia show that these resource-rich 

countries have been able to achieve long-term investments exceeding 25% of their GDP through 

economic diversification and industrialization (Van der Ploeg, 2011).Studies from developing 

economies show that the textiles and clothing industry have played a major role in economic 

growth and development through employment creation, income generation, alleviating poverty 

among the poor and increasing manufacturing, trade and industrialization among others (Keane 

& Te Velde, 2008; Muda & Nurlina, 2018; Rogerson, 2018; Zhang, Kong & Ramu, 2016). 

While the fashion industry has developed to a very large extent in developed countries, a review 

of the existing literature on the fashion industry in Nigeria shows a lack of research focus on 

the subject matter. This is natural as the fashion industry, and the larger textile and clothing 

industry, is still emerging in Nigeria. Further, this study could not identify an empirical study 

that has investigated the role that the institutions play in promoting entrepreneurship in the 

Nigerian fashion industry. Consequently, the uncertainties and challenges that entrepreneurs 

face while trying to start or run a viable business within the Nigerian fashion industry remains 

to be mapped and analysed. 
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Research Focus and Research Questions  

The purpose of the study is to explore the role of institutions in promoting entrepreneurship in 

the Nigerian fashion industry. The study explores the uncertainties and obstacles that emerging 

entrepreneurs face while trying to start or run a viable business within the Nigerian fashion and 

then analyses how the existing institutions can be used to foster entrepreneurship in the Nigerian 

fashion industry. The main research questions explored in this study are: 

• How do the existing institutions affect entrepreneurship in the Nigerian fashion 

industry?  

• What uncertainties and obstacles do emerging entrepreneurs face while trying to start 

or run a viable business within the Nigerian fashion? 

• How can the existing institutions be used or changed to effectively foster 

entrepreneurship in the Nigerian fashion industry? 

 

Theoretical and Methodological Orientation  

This study employs the institutional theory and the theory of entrepreneurship to explore and 

explain the forces that shape entrepreneurial success or failure in the fashion industry. 

According to Acemoglu, Aghion & Zilibotti (2006), the political economy of government 

intervention plays a major role when choosing the appropriate entrepreneurial policies and 

institutions. However, in most cases, most countries end up being trapped in “inappropriate 

institutions” and somewhat backward technologies because most of the institutions and policies 

are chosen to please the supporters, or buy political power, and in the end, these policies end 

up being irreversible (Acemoglu, Aghion & Zilibotti, 2006, p. 39-40).   

This study relies on two major data sources: primary data and secondary data. The secondary 

data is collected from a systematic review of literature on entrepreneurship and the role of 

institutions. While there is vast literature on growth and development, this thesis focuses on the 

literature that has direct relevance to entrepreneurship and institutions. The primary data is 

collected using qualitative approach where the qualitative data is collected from 10 respondents 

through face-to-face interviews and it is triangulated with empirical secondary data collected 

from existing scholarly journal articles and other sources of secondary data. The transcribed 

interviews are coded and analysed using NVivo data analysis software.  
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Significance and contribution of the Study 

The findings of this study are significant because they contribute to literature on the role of 

institutions in promoting entrepreneurship within the fashion industry and advances knowledge 

of an emergent industry in Nigeria. More importantly, the study aims to make an academic 

contribution to highlighting the uncertainties and challenges that entrepreneurs face while 

trying to start or run a viable business within the Nigerian fashion industry. 

On a policy level, this study contributes towards sustainability by exploring entrepreneurship 

as a tool that can be used to achieve some of the UN’s Sustainable Development Goals such as 

employment creation, economic diversification, trade improvement and poverty alleviation, 

gender equality. The study is also significant to entrepreneurs as well as other stakeholders 

within the fashion industry as it identifies the uncertainties and challenges that entrepreneurs 

face while trying to start or run a viable business within the Nigerian fashion industry. This 

study also analyses the complexity of processes, government jobs, financing issues, laws and 

policies governing entrepreneurship, and further explores how the existing institutions can be 

used or changed to effectively foster entrepreneurship in the Nigerian fashion industry. 

The growing interest in African fashion also motivates this study. High-profile European 

retailers are increasingly looking to East African countries, in particular Ethiopia, for garment 

manufacturing. Nigeria is organizing more and more fashion shows like the famous Lagos 

fashion and design week that happens annually. Studies carried out on entrepreneurship in the 

Nigerian fashion industry has shown that the country can indeed benefit from entrepreneurship 

as a means of economic growth and development (Aziz, 2019; Onyijen, 2019).  

 

Structure of the Study 

This study is divided into six chapters: Introduction, Theoretical overview of the theory of 

entrepreneurship and the  theory of institutions), Earlier literature on entrepreneurship and 

growth and institutions and growth, Methodology, Results and Conclusion.  
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THEORETIAL OVERVIEW  

Theory of Entrepreneurship 

The theory entrepreneurship considers entrepreneurship as an important mechanism for 

development and economic diversification through employment, innovation and welfare 

(Schumpeter 1934; Acs and Audretsch 1988; Wennekers an Thurik 1999; Baumol 2002). 

According to Autio (2007), the effect of entrepreneurship varies across various countries, and 

this is mostly because of the structural and institutional differences that exist between different 

countries. For example, countries that have favourable institutions are more likely to have 

higher level of entrepreneurship than those that have dysfunctional institutions (Elert, N., & 

Henrekson, 2017). This is because the institutions create favourable conditions for 

entrepreneurial growth and development, for example, political stability may encourage both 

foreign and local investors who are significant sources of financing towards entrepreneurship.  

The political economy view concerning institutions is also important when discussing the 

theory of entrepreneurship (Roxas, 2007; Acemoglu, Aghion & Zilibotti, 2006). This is because 

entrepreneurship policy issues gravitate around the role governments, governance and laws play 

in the development of policies and political systems that govern such institutions (Peters, 1999; 

Acemoglu, Aghion & Zilibotti, 2006). Institutionalism’s sociological view is also implicated in 

entrepreneurship policy formulation and execution especially from the perspective of the 

natural systems model by Selznick (Scott 2001). The natural systems model positions MSMEs 

within a sophisticated social system. This implies that the organization structure is only 

comprehensible through the examination of social structures in line with its non-rational 

dimensions (Bakir 2009). Examples of these dimensions are the sophisticated informal systems 

that link social participants including enterprises to each other within and beyond local 

geographical boundaries (Roxas 2007).  

This perception coincides with the Parsonian cultural-institutional theory (Scott 2001; Parsons 

and Shils 1951). The cultural-institutional theory postulates that an organization’s value system 

is persistently legitimated by its linkages to the principal institutional patterns of its external 

environment (Roxas 2007). This implies that enterprises act as subsystems of a broader social 

system that serves as a source of legitimation, source of meaning, or support at higher levels 

(Parsons and Shils 1951). In other words, an enterprise’s success depends upon its access to 

necessary support from the broader, higher level system (Roxas 2007). 
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Theory of Institutions 

Institutional theory has previously been used to explore and explain the forces, various rules 

and norms that shape entrepreneurial success or failure. The institutions refer to the regulatory, 

social and cultural influences that promote survival and legitimacy of an organization, and they 

include formal rules (such as laws, governmental agencies, courts, regulatory structures, 

professions, scripts) and other cultural and societal practices that exert conformance pressures 

(DiMaggio & Powell, 1991). In this regard, institutions play a major role. Institutions can be 

defined as “rules of the game in a society or, more formally, are the humanly devised constraints 

that shape the human interaction” (North, 1990). According to Greif (2000), institutions are “a 

system of social factors – such as rules, beliefs, norms and organizations – that guide, enable 

and constrain the action of individuals, thereby generating regularities of behaviour”. North 

(1993) stated that institutions consist of formal constraints (rules, laws, constitutions) informal 

constraints (norms of behaviour, conventions and self-imposed codes of conduct) and their 

enforcement characteristics. Other studies categorize institutions into economic, political and 

social institutions (Furubotn & Ritcher, 2010). Formal economic institutions that are as 

predominantly  significant to entrepreneurship include tax codes, social insurance systems, law 

and order, protection of private property, competition, policy employment protection 

legislation, trade policies, capital market regulation, contract enforcement and regulation 

(Bjørnskov and Foss 2013; Elert & Henrekson, 2017). 

The role of institutions has become one of the most popular research areas in development 

economics over the past two decades (Furubotn & Ritcher, 2010). Since the late 1990s, the 

opinion that poor-quality institutions are the root cause of economic problems in developing 

countries has become popular (Sautet, 2005). The idea that the prosperity of a society depends 

on its economic institutions goes back to at least Adam Smith (1776). Institutional theory 

concerns the processes through which culture become implanted. It also involves the study of 

sustainability and the manner in which concepts of sustainability are taken up by organizations 

(Dacin et al., 2002). Institutional theory also involves integration of values to facilitate the 

sustainability of a given organization, a detailed study of institutions as distinctive elements in 

an ecosystem, and establishment of models that enhance the sustainability of organizations. 

However, without the required values, an understanding of these institutions, and an appropriate 

model for organizational sustainability, these institutions may not have a meaningful 
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collaboration. Thus, a priori theoretical thinking of the institutionalist is that institutions create 

a favourable environment for the growth and development of entrepreneurship. For example, 

private property rights increase access to finance and credit and encourage investments, which 

improve entrepreneurship. 

Culture plays a vital role in institutional theory (Oakes et al. 1998, p. 259). A community that 

is keen to grow its entrepreneurial environment must be characterized by an attitude of 

inclusiveness and willingness to share information and knowledge. The community must have 

a positive attitude towards entrepreneurs and entrepreneurship. This positive attitude enables 

the community and the entrepreneurs to continue business even after failure. The failure 

provides an opportunity to learn from oneself and from experienced/successful entrepreneurs 

from other companies or regions (Feld, 2012, p. 50). This means that boundaries which prevent 

movement of people, information and resources should not exist since this is how the 

entrepreneurial ecosystem grows (Feld, 2012, p. 53). 
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LITERATURE REVIEW 

Introduction 

This chapter reviews earlier literature on the relationship between entrepreneurship and 

growth as well the role of institutions on growth, whereby, empirical evidence from existing 

literature is considered in this chapter.  

Definition of Entrepreneurship 

In economics, entrepreneurship was defined by Cantillon in 1732 as the willingness to 

undertake various forms of arbitrage that involves the financial risk of a new venture (Minniti 

& Lévesque, 2008). Since Cantillon (1732), renowned economists such as Schumpeter, (1934); 

Kirzner (1973, 1997); Say (1857); Mill (1870); Baumol (1990, 2002); and Knight (1921) have 

done influential research work in enhancing knowledge on entrepreneurial processes and the 

link of its processes in the field of economics. In economics, entrepreneurs are regarded as 

“distinctive economic actors” and the economics of entrepreneurship mainly focuses on 

exploring how various economic incentives influence entrepreneurial behaviour, and how these 

entrepreneurial behaviours influence the broader economy (Parker, 2008). In their report, 

OECD defines entrepreneurs as economic agents of change and growth in a market economy 

(Guerrero et al., 2016). Nevertheless, as it will be discussed later in the next section, 

entrepreneurship is not given much focus in the mainstream economics textbooks (there is much 

focus on empirical research but less textbooks), especially in industrial organization, 

macroeconomics and microeconomics as it does in social and managerial sciences.  

There are various definitions of entrepreneurs and entrepreneurship. According to Cantillon 

(1732) entrepreneurs are income earners who pay known cost of production but earn uncertain 

incomes due to the speculative nature of yielding to an unknown demand for their product. 

Goncharova, Kartashov and Gavrilova (2009) define entrepreneurship as an activity of people, 

carried out at their own risk with a view to profit. Similarly, Drucker (2014) defines 

entrepreneurs as individuals that are in pursuit for change, responds to it, and exploits change 

as an opportunity. However, Schumpeter (1934) focused on how the entrepreneurs drive for 

innovation and improvement creates upheaval and change, and defined as an economic entity 

whose function is to implement new combinations by destroying old industries and creating 

new and better ways to do business. He dubbed this “creative destruction”. Kirzner (1979), on 
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the other hand, see the entrepreneur as those who creates balance and whose efforts drive the 

economy towards long run equilibrium.1 

Entrepreneurship and Growth 

Economic thought on development has changed over the years whereby the shift has changed 

from “government planning and foreign aid” to “entrepreneurship” as the major driver of 

economic growth (Hébert & Link, 2009; Harcourt, 2008; Arestis, 1996).There is a wider 

agreement amongst economists that institutions shape the economic agents, who are the 

entrepreneurs that operate in a socio-economic, legal and political environment that has a direct 

impact on their activities, and consequently, lead to economic development (Guerrero et al., 

2016; Schneider, Teske & Mintrom, 2011; Julien, 1989).  

Schumpeter argued that output and capital growth in an economy mainly depends on the 

entrepreneur. Lewin (1999) also argued capital does not only comprise of capital equipment but 

also includes the knowledge of how values gets created by combining human and resources 

over time in an organizational structure that expedites the creation.2 Thus, according to Lewin 

(1999), capital is not a stock, but a structure, and this structure includes institutions such as 

money, laws, private property, etc. However, in order for the capital to grow, the entrepreneurs’ 

performance has to be of high quality because the quality of performance determines how 

slowly or rapidly the capital grows. In practice, rapid increasing capital encourages innovation 

where new ideas and products are developed, creating ample grounds for economic progress.  

Empirical studies have showed that countries that have entrepreneurs with high quality of 

performance tend to have high growth rates (Audretsch, Coad & Segarra, 2014; Li, Huang & 

Tsai, 2009; Sobel, 2008; Hmieleski & Baron, 2009). These studies further show that factors of 

production i.e. capital, labour and land have not been be fully utilized in low-performing 

countries, and this is because the entrepreneurs do not fully organize these production factors 

for productive ventures (Wolde-Rufael, 2009; Balcerzak & Pietrzak, 2017; Thurlow et al., 

2016). Even though the performance of entrepreneurship is still low in most of the developing 

countries, studies show that even the low level of entrepreneurship available in these countries 

has indeed transformed lives, especially by creating a source of income and improving the 

standards of living for the poor, which translates to economic growth (Wolde-Rufael, 2009; 

                                                 

1 Just like most Austrian economists Kirzner (1979) does not believe that the economy is in an equilibrium state. 
2 Lewin (1999) argument is reasonably close to Romer (1994) endogenous growth theory 
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Thurlow et al., 2016). In his article “Entrepreneurship: productive, unproductive and 

destructive” Baumol (1996) explores how allocation between unproductive and productive 

activities influences how the entrepreneurial activities’ productive contribution. According to 

Baumol (1996), societies that allocate more resources to productive activities such as 

innovation tend to have more effective entrepreneurship than countries that allocate more 

resources to unproductive activities such as organized crime or corruption.   

A further review of existing empirical evidence shows that majority of the studies examining 

entrepreneurship and the implications of its processes on the economy have been undertaken in 

the lens of neoclassical economics, with works covering both macro and microeconomics 

topics. Regardless of the high publication of empirical research amongst economists, there is 

still lack of focus on entrepreneurship on the mainstream economic textbooks. In the recent 

decades, there has been a significant amount of research focusing on entrepreneurship as a 

product of a maximization process whereby different entrepreneurs choose between alternative 

employment options (Parker, 2018). Some of the studies have argued that entrepreneurs are 

‘jacks-of-all-trades and a master of none’ due to their skills and ability to perform and switch 

between various tasks without particularly excelling in one (Wagner, 2003; Lazear, 2005). 

Other studies have studied entrepreneurship with regard to its relation to unemployment rates 

(Cueto, Mayor & Suárez, 2015). 

These studies showed that high unemployment rates are associated with necessity 

entrepreneurship where entrepreneurs start small scale ventures to meet their daily needs, while 

low unemployment rates were associated with opportunity entrepreneurship where 

entrepreneurship is initiated by ‘pull’ factors (Fritsch & Wyrwich, 2014; Thurik et al. 2008). In 

other words, necessity entrepreneurship is where entrepreneurs start a business because they 

are pushed into it by e.g. poverty and poor job opportunities while opportunity entrepreneurship 

is where entrepreneurs start a business to exploit a perceived business opportunity. Concerns 

have been raised that such survivalist entrepreneurs are less likely to contribute to the 

transformations of a developing country (Gries & Naude, 2010). A study carried in 11 countries 

by Acs and Varga (2005) showed that opportunity entrepreneurship has a positive significant 

effect on economic development as opposed to necessity entrepreneurship that had no effect.  

Other views suggest that what is missing in countries with “with lackluster economic 

performance is not entrepreneurship per se but the right institutional context for 

entrepreneurship to take place and to be socially beneficial” (Sautet, 2005).  
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Additional empirical contributions from both economics and managerial sciences have also 

explored the effect of entrepreneurship on aggregate employment whereby a positive 

correlation has been found in both developed and developing countries (Nyström, 2008; 

Fonseca et al., 2001; Audretsch et al., 2001; Parker et al., 2012). 

Despite these statistics showing the importance of entrepreneurship in economic growth and 

development, Parker (2018) writes that the terms “entrepreneurship” and “entrepreneur” are 

still missing from the majority of the leading textbooks in macroeconomics, microeconomics, 

and industrial organization. These concerns were first raised by Kent (1989) in his article “The 

Treatment of Entrepreneurship in Principles of Economics Textbooks” where he wrote that 

despite the compelling evidence showing the role of entrepreneurship in economic 

development, the concept of entrepreneurship has been mainly concentrated on management 

studies but majorly ignored in the field of economics. These findings show that most of the 

economics textbooks, tend to ignore the role of entrepreneurship and attribute it to management 

science, even though it is equally important in economic development, which is one of the key 

tenets of economists. It is in this lacunae that this thesis tries to play a role.  

 

Institutions and Growth 

Various economic studies describe informal and formal institutions as having both a restraining 

as well as an enabling effect on economic development (North 1990; De Soto, 2000; Acemoglu 

& Robinson, 2012). Indeed, the same norms and/or rules offer incentives or hindrances that 

influence the decisions of entrepreneurs to switch from productive to unproductive enterprising 

and vice versa (Smallbone & Welter 2012; Acemoglu, Aghion & Zilibotti, 2006). Ultimately, 

this leads to either the improvement or deterioration of society’s economic wellbeing (North 

1990). North (2005) expressed that the key to enhanced performance rests in the amalgamation 

of informal constraints and formal rules. However, the main target outcome of such a 

combination is the achievement of an understanding about the most appropriate combination 

for the production of desired outcomes over time (North 2005). 

In his book “The mystery of capital: Why capitalism triumphs in the West and fails everywhere 

else” de Soto (2000) explores why capitalism has been so successful in the West but has failed 

in developing countries. According to de Soto (2000), the main cause of the failure is the lack 

of capital creation, which is fundamental in entrepreneurial growth. De Soto (2001) further adds 
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that the problem is not knowledge or skills because the individuals in developing countries 

(entrepreneurs in this context) have the managerial skills, technology and science to create 

capital, but rather, the main issue is the lack of property rights. According to de Soto (2000) 

property rights have a positive relationship to creation of capital and access to credit, and the 

lack of it could hinder economic development. De Soto (2000) argument points towards the 

argument that insufficiency in one of the institutions, where formal or informal, could have a 

crippling effect on economic development processes such as entrepreneurship.  

 

Institutions and Entrepreneurship  

There exist considerable amounts of empirical data concerning the role that institutions play in 

defining and refining human activity, especially with respect to economic activities (Roxas 

2007). In their study, Stephen, Urbano & van Hemmen (2005) found that legal rules that protect 

investors and creditors affect the size of financial markets which in turn influence economic 

development. According to Elert & Henrekson (2017), entrepreneurship and institutions have 

a bidirectional relationship, or in other words, institutions drive entrepreneurship and at the 

same time, entrepreneurship drive institutional change. Similar remarks were made by Parto 

(20059 who argue that the principal paradigm concerning institutionalism presupposes that 

entrepreneurship is an institution emergent from wider combination of institutions, and that 

entrepreneurship and institutions have a directional relationship.   

A review of existing literature also shows that there exists several empirical studies examining 

the relationship between entrepreneurship and institutions. For instance, Yay, Yay & Aksoy 

(2018) used an unbalanced panel dataset involving 45 countries for the period 2004 to 2012 to 

examine the impact of formal institutions on entrepreneurship. The formal institutions reviewed 

in the study included control of corruption, property rights, rule of law, political stability, 

absence of violence, regulatory quality and accountability (Kay et al., 2018). The study found 

a statistically significant positive relationship between entrepreneurship and institutions. More 

specifically, the study findings showed that countries that had functional formal institutions had 

improved social and economic exchanges such as access to credit markets, which has a positive 

impact on entrepreneurship (Kay et al., 2018).  

These results were in line with previous empirical works that found a positive relationship 

between formal institutions and entrepreneurship. For instance, using cross-country 
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regressions, Bjørnskov & Foss (2008) found that countries that had high quality monetary 

policies reported high levels of opportunity entrepreneurial activities compared to those that 

had weak formal institutions. Sobel (2008) used cross-state regression on 48 US states and 

found that states that rated high in economic freedom index had higher levels of productive 

entrepreneurship. Similar results were also obtained by Nyström (2008) who used fixed effects 

regression using a sample of 23 countries and found that countries with greater economic 

freedom reported high levels of total entrepreneurship.  

The relationship between corruption levels and entrepreneurship has also been empirically 

tested. For instance, Anokhin & Schulze (2009) used quantile regression on 64 countries and 

found that countries that had low corruption levels had higher entrepreneurship levels as 

compared to highly corrupt countries. Similarly, El Harbi & Anerson (2010) performed fixed 

effects regression on data from 35 countries and found that countries with low corruption levels 

had improved property rights and patent grants that have positive impact on entrepreneurship. 

Results based on a cross-country regression study involving 52 countries found that countries 

that had high levels of institutional development in terms of ease of doing business, democracy, 

governance and accountability also had higher levels of entrepreneurship (Thai & Turkina, 

2014). Based on these results, this study hypothesizes that the economic and political 

institutional factors such as legal rules, property rights and political stability affect the 

development of entrepreneurship in the Nigerian fashion industry, which in turn affects the 

industry growth. 

The institutional structures for entrepreneurship are viewable at various scale levels (Welter 

1997). At macro (highest) levels, it comprises policy making’s responsibility in relation to 

entrepreneurship development in government coupled with policy implementation mechanisms 

(Welter and Smallbone 2011). At meso-levels i.e. the level between the micro and macro level, 

the institutional structures of entrepreneurship encompasses the banking and financial 

institution’s system, the business and training systems, and firms seeking to represent 

distinctive interest groups in engaging with government like Chambers of Commerce and 

associations comprising employers (Bakir 2009; Lee, Peng and Lee 2008).  

At micro levels, this entails the local operations, the behaviours of business development 

centers, and the local enactment of national policies (Roxas 2007). The enactment happens 

through local and regulatory agencies as well as organizations (Andersson and Bateman 2000). 

The capacity of the overall institutional frame to enable entrepreneurship depends on the 



18 

behaviours of the individual firms within them (Welter and Smallbone 2011). The institutional 

theory further applies in entrepreneurship policy in the case of legal institutions at macro level 

because they set market entry and exit rules, define property and intellectual rights, and promote 

market-based competition and exchange (Welter and Smallbone 2011). Institutionalization also 

denotes network creation at meso-level. This provides business services to established and new 

enterprises including self-government member organizations like Chambers of Commerce 

(Bateman 2000; Anderson and Bateman 2000). 

On the other hand, institutional change constitutes a critical part of the market reform process 

in the sense that it contributes positively towards entrepreneurship (Kautonen & Welter 2005). 

This, it does by reducing or abolishing entry barriers, for instance, by introducing property 

rights at the start of the process of transformation (Johnson, Smith and Codling 2000). 

Nonetheless, institutional change could be slowed or restrained in circumstances whereby 

entrepreneurs depend on previously more ‘trusted’ actions like noncompliance or evasion to 

counter complexities or uncertainties in new entrepreneurial ecosystems (Peng 2003; 

Manolova, Eunni and Gyoshev 2008). 

For example, Acemoglu, Aghion & Zilibotti (2006) cited the significant role of political 

economy of government intervention in choosing the appropriate entrepreneurial policies and 

institutions where they argued that most countries end up being trapped in “inappropriate 

institutions” and somewhat backward technologies because most of the institutions and policies 

are chosen to please the supporters, or rather, buy political power, and in the end, these policies 

end up being irreversible (Acemoglu, Aghion & Zilibotti, 2006, p. 39-40). Similarly, 

Polishchuk and Savvateev (2004) argued that deficient institutional structures create 

institutional voids that affect entrepreneurship development in an entrepreneurial ecosystem. 

Ironically, Smallbone et al. (2010) contended that institutional voids are also capable of opening 

up opportunities for entrepreneurship. Smallbone et al. (2010) drew evidence from small scale 

Ukrainian service providers who thrived towards the end of the nineties. Thus, institutions are 

fundamental to either promotion or suppression of entrepreneurship, entrepreneurship policies, 

and entrepreneurial activity (Ahmad & Seymour, 2008). 

The ambiguity of institutions and entrepreneurship is further explored by Lucas & Fuller 

(2017), who explore the conditions under which entrepreneurship creates social value. 

According to Lucas & Fuller (2017), the social value created through entrepreneurship mainly 

depends on the institutions. This implies that entrepreneurs may destroy or create social value 
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within a poor or favourable institutional environment. In other words, entrepreneurs can destroy 

social value operating in poor institutional environment, and they can also create social value 

while operating in a favourable institutional value. Also, Lucas & Fuller (2017) argue that 

individuals that engage in apparently productive activity may fail to create social value.  

In his book “Time and money: The macroeconomics of capital structure”, Garrison (2001) 

offers a tenable solution to the institutional asymmetries. According to Garrison (2001), central 

planning could be an efficient resource allocation system if the planners had a good theoretical 

understanding of the calculus of optimization and had the knowledge that is actually dispersed 

among a multitude of entrepreneurs and other market participants. Garrison (2001) adds that 

monetary policies would have no systematic effect on markets if entrepreneurs and other market 

participants (whose knowledge of the specifics of time and place are mobilized by those 

markets) also had a theoretical understanding of macro relationship. Thus, market participants 

must have some understanding of how markets work. Garrison (2001) explains that the extent 

to which policymakers and market participants make use of both kinds of knowledge is 

dependent on the institutional setting and the policy regime.  

Conclusion 

The review of the literature has identified empirical evidence showing the significance of 

entrepreneurship on economic development, as well as the existing gaps in the study. The 

studies reviewed show that entrepreneurship contributes to economic development through 

various ways such as creating employment, creating capital, encouraging innovation and talent 

development and increasing the growth rate among others. However, through a theoretical 

overview of the institutional theory, this review shows that informal and formal institutions 

have both a restraining as well as an enabling effect on economic development and processes 

such as entrepreneurship. This implies that a failure in one or more institutions in an economy 

could have a crippling effect on the success of entrepreneurship, and ultimately, that of 

economic development. In this regard, institutional theory is the most suited in identifying the 

challenges that entrepreneurs face when starting a business in the Nigerian fashion industry. 

This is because the institutional theory focuses on identifying the presence of institutional 

asymmetries in an economy, and helps in the identification of the most appropriate solutions to 

the challenges.   
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METHODOLOGY 

Introduction 

This study aims at exploring the role of institutions in promoting entrepreneurship in the 

Nigerian fashion industry by identifying the uncertainties and obstacles that emerging 

entrepreneurs face while trying to start or run a viable business within the Nigerian fashion and 

then analysing how the existing institutions can be used to foster entrepreneurship in the 

Nigerian fashion industry. This chapter presents the research methodologies employed to 

achieve the research aims. 

 

Rationale for Choosing Qualitative Research 

Given that there is limitations on the availability of data on the role of institutions in Nigeria, 

qualitative analysis was used to improve the validity of the study by offering the additional 

information needed through interviews, which cannot be expressed as a data points. In other 

words, qualitative research approach was used to explore the “realities that cannot be simply 

quantified or easily reduced to operationalized variables” (Gaber & Gaber, 2018). Qualitative 

research approach also used to gain a deeper understanding of the research issue through direct 

interaction with the research subjects through the face-to-face interviews because the researcher 

could seek clarification and probe further for more information. Probing and seeking 

clarification is hard to achieve when using quantitative methods (Silverman, 2016). The use of 

qualitative research approach was useful in understanding the challenges that the entrepreneurs 

within the Nigerian fashion industry face through the experiences of the people involved 

through direct interaction (Gunawan, 2016; Marshall and Rossman, 2014). Lastly, with regard 

to the role of the researcher I have the right skills and training to carry this study due to my 

good knowledge of the study area and subject, which is essential in undertaking an 

interpretivism paradigm (Marshall and Rossman, 2014). 

 

Research Design 

Measurement 

The dependent variable in this study is the “growth of fashion industry” while the independent 

variables are the economic institutions, political institutions and social institutions. The 
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measures of economic institutions used in thus study are property/patent rights, cost of doing 

business and investments (both FDI and R&D investments) that have been invested in the 

Nigerian industry. The political institutions reviewed include regulation quality, rule of law and 

government support. The indicators attributed to the political and economic institutional 

variables are the presence or absence or level of these measures identified. The value/social 

institutions analysed in this study are norms, attitude, knowledge sharing and 

availability/quality of talent, and the indicators for the social institutional variables is the 

perceived levels of each of measure. Data on these measures is collected from the interviews as 

well as secondary data from National Bureau of Statistics, World Bank, Frazier Institute and 

Transparency International. 

Taking into consideration the availability of the data and the fact that the Nigerian fashion 

industry is still emerging, the dependent variable “growth of fashion industry” is measured 

using the production output, using indicators such as the amount of money invested or spent in 

an industry and the number of new fashion ventures/business started in Nigeria. Existing 

empirical studies show that there are various measures that can be used to measure the growth 

of an industry, and these have been summarized by Shriram, Snower & Orszag (2013) as shown 

in Table 3 (see appendix 1).  

 

Sources of data  

This study relied on both primary and secondary sources of data. The sources of the primary 

data used in this study were the entrepreneurs and other key stakeholders within the Nigerian 

fashion industry. Secondary data used in this study was collected from National Bureau of 

Statistics, World Bank, Frazier Institute and Transparency International as well as published 

materials such as books, government publications and reports, journal articles, non-

governmental materials, reports and internet materials. The study also relied on non-written 

materials such as recordings, films and soft documents as additional sources of secondary data. 

The combination of both primary and secondary data in this study improved the quality of the 

research through triangulation (Creswell & Clark, 2017). In qualitative research, triangulation 

refers to the use of multiple data sources, theories, methods or investigators to develop a 

comprehensive understanding of the research phenomena (Carter, 2014; Heale & Forbes, 

2013); and this improves the richness of the study. 
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Data collection method and tool 

The collection of primary data was done through face-to-face interviews with the entrepreneurs 

and key stakeholders within the Nigerian fashion industry while secondary data was collected 

through a desktop review of existing materials in the internet and the library.  

Researchers carrying out interviews can either undertake unstructured, structured or semi-

structured interviews (Creswell, 2018). In this study, semi-structured interviews were chosen 

because they guide the researcher on the questions that should be covered, and at the same time, 

gives the researcher the flexibility to seek further clarification from the participants (Harrell & 

Bradley, 2009). Peters & Halcomb (2015) add that semi-structured interviews allow the 

researcher to be prepared especially in the event where the researcher would not get another 

opportunity with the participant. In this study, the researcher only had one chance with the 

participants due to time and resource limitations, and also because the interviewees are people 

with busy schedules. Semi-structured interviews were also chosen for their uniformity because 

asking similar questions to all the participants provides comparable and reliable qualitative data 

that can be analyzed using both quantitative and qualitative methods (Peters & Halcomb, 2015); 

while allowing the interviewees the freedom to express their views in their own terms (Harrell 

& Bradley, 2009). Taking into account that that this study relies on multiple participants, semi-

structured questions was found the most suited in enhancing uniformity and fairness during the 

interviews (Silverman, 2016). 

The interview guide, which is the data collection tool for this study, is provided in the appendix. 

The interview guide consists of 19 open-ended questions. The use of open-ended in the 

interview guide was more preferred over closed-ended questions because open-ended questions 

allows the interviewees to include more information, attitudes, feelings and understanding of 

the study matter; and this allows researchers to better access the true feelings and perceptions 

of the participants on the issue (Creswell & Creswell, 2017). 

Research process  

The data collection process started with designing the interview guide that were guided by the 

purpose of the study and the research questions. After that, the researcher started the recruitment 

of the research participants which was done through mails with telephone calls follow-ups. The 

researcher then sent consent forms to the selected participants and then a face-to-face meeting 

was set-up with the participants that had signed the informed consents. The consent form 

included information regarding the research, the research purpose, voluntary participation, the 
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rights of the participants, the duration and process of the interviews and how the information 

given would be treated. The researcher recruited more than ten (10) participants because 

sometimes some participants may change their minds regarding their participation (Robinson, 

2014). However, the data collection process was closed once 10 fully completed interviews 

were achieved. The interviews were carried out at the participants’ working places, mostly in 

their offices or meeting room, which provided the ambience needed for the interview. 

 

Sampling and Participants 

The participants selected for this study were selected using purposive sampling. Purposive 

sampling was considered the most appropriate for this study because it identifies a sample that 

would provide the most informative accurate, and representative sample in qualitative studies 

(Robinson, 2014). In total, 10 participants were chosen and they included: one (1) government 

officials who are engaged in an entrepreneurship support Programme, eight (8) entrepreneurs 

who have started or run a fashion business, and one (1) investor who have funded or given 

capital to fashion designers (such as Grant/loan/support Program) . The participants were 

chosen based on their knowledge and active involvement in Nigerian fashion industry and the 

interviews aim at collecting their comprehensive and diverse experiences, views and 

perspectives on how the existing institutions promote or hinder entrepreneurial growth within 

the sector. 

 

Role of the Researcher 

In qualitative research, the researcher plays a major role in reflecting the feelings, opinions, and 

experiences of the study subjects in an accurate and appropriate manner (Wahyuni, 2012). In 

this study, the role of the researcher was an interview facilitator and the researcher ensured that 

the experiences, perceptions, and feelings of the interviewees were accurately reflected. The 

researcher actively engaged the participants in deep dialogue conversation of question and 

answers in her role as a facilitator and part of the research process throughout the interviews. 

The researcher also played the role of an observer by listening to how the interviewees made 

connections, defined concepts, and how they understood, analysed and perceived thing. In her 

role as a facilitator, the researcher was part of the research process while in her role as an 

observer, the researcher was outside the research issue.  
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Data Management and Analysis 

The data management process started right after the interviews where the recordings of the 

interviews were transcribed and translated verbatim. The transcribed primary data from semi-

structured surveys (with open-ended questions) were then combined with the secondary data 

that was collected from secondary sources, and this triangulation of primary and secondary data 

improved the quality of the study, increased the validity of the findings and strengthened the 

research design (Heale & Forbes, 2013).   

The data analysis process started with the coding of the triangulated data into short phrase that 

can easily be understood, and this was based on the key issues and themes that were raised by 

the participants (Marshall and Rossman, 2014). During the coding process, the researcher made 

references to the several questions asked as a manner of maintaining the overall depth, 

credibility and use of the data collected (Bloomberg and Volpe, 2018).  

The coded data was entered into NVivo version 12 data analysis tool for further qualitative 

analysis (Verma 2013). NVivo is a computer-assisted qualitative data management and analysis 

software popular for organizing and analysing data into themes, attributes and sentiments in an 

efficient manner (Schreier, 2012). The use of qualitative data analysis tool was used in this 

study because it minimizes the workload and enhances the accuracy of the findings by helping 

to prevent issues such as human error since it is common that a researcher may miss some 

crucial details (Denzin, 2017; Corbin and Strauss, 2008). The NVivo software can handle data 

from all types of research methods, and this allows the researcher to visualize and tabulate and 

also to brainstorm and map ideas, discover new paths of inquiry, and identify relationships in 

the data (QSR International, 2018). Moreover, NVivo software enhances transparency, adds 

rigor to qualitative research and offers an accurate outlook of the data (Richards and Richards, 

1994; Morison and Moir, 1998). The major recurring themes are: i) institutional development 

in Nigeria; ii) opportunities and challenges to entrepreneurship; iii) institutions; and iv) 

recommendations to an effective entrepreneurial environment. 

 

Rigor and Trustworthiness 

Rigor and trustworthiness focus on finding the authenticity, truth and transparency of the 

research process (Marshall and Rossman, 2014). Trustworthiness and rigor are interconnected 

in qualitative research, and these can be achieved through ensuring confirmability, 
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dependability, credibility, and transferability, as opposed to quantitative study that focuses in 

validity and reliability (Creswell, 2018; Marshall & Rossman 2014). 

Credibility was addressed through the use of various methods of collecting data, and by 

triangulating primary data from interviews with the secondary data from document review to 

allow for inclusion of diverse perspectives. Also, the use of statistical data analysis software 

improves the credibility of the study due to its efficiency and ability to minimize human errors. 

Dependability was enhanced through recording of the interviews, taking notes and maintaining 

an audit trail on how the data was collected, analyzed and interpreted. The researcher also 

maintained a journal that documents every step of the research process as proposed by various 

scholars (Bloomberg & Volpe, 2012; Marshall & Rossman, 2016). Transferability refers to the 

manner at which the study can be generalized into a large scale , which is not easily applicable 

in qualitative studies (Stringer, 2014). However, transferability can be applied in qualitative 

research by extending concepts and theories to other settings (Tong & Dew, 2016). The 

researcher hoped that lived experiences of the challenges that entrepreneurs face while trying 

to start or run a viable business within the Nigerian fashion can be applied to other regions or 

countries with similar socio-political settings. 

Confirmability is defined as the process in the research process that ensures the findings and 

interpretations of the data are based on the facts, and free of the researcher biases (Bloomberg 

and Volpe, 2016). In this study, confirmability was ensured by ensuring that the study findings 

and interpretations are true reflections of the feelings, experiences and opinions provided by 

the participants, and also by ensuring that the inferences made were free of the researcher's 

prejudices and preferences (Tong & Dew, 2016). The use of research journal, recordings and 

note taking during the interviews improved the confirmability of the results. Other measures 

such as following the research ethics, developing interview guide and informed consent 

enhanced the study’s rigor and trustworthiness (Saunders & Lewis, 2014; Creswell, 2018). 

 

Ethical Considerations  

This study followed the research ethics guidelines pertaining voluntary participation, informed 

consent, limited and authorized access, anonymity and confidentiality, and respect of human 

rights and freedoms among others as explained in the consent form. Informed consent is useful 

in helping the research subjects to decide whether they want to be part of the evaluation or not 
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from an informed position (Miller et al., 2012). The interviewees were handled with utmost 

respect without any invasion to their privacy and no personal questions were asked. The 

interviewees identities were kept anonymous and the information provided was handled high 

confidentiality and had limited access as suggested by Oliver (2010). The participants were 

informed of the recording of the interview and the data and data materials were protected by 

storing in a password-protected drive. The interviewees were informed that the information 

they provided during this study was only to be accessed by the researcher and were warned that 

since the study sample is very small, they may be identifiable. 

 

Conclusion 

This chapter presented the research methodologies used during the research process. The 

chapter identified interpretative paradigm as the philosophical paradigm guiding the research 

process and the rationale for choosing qualitative research. The research design used in this 

study has also been described as well as what the study aimed at measuring and how it was 

measured. The data collection and analysis methods, the sampling process, characteristics of 

participants and the role of the researcher have also been discussed. Finally, the ethical 

considerations and the rigor and trustworthiness issues have also been explored. In the next 

chapter, the data is presented, analyzed and discussed.  
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DATA FINDINGS AND DISCUSSION 

Introduction 

This chapter presents findings on the institutional development of Nigeria and a current 

overview of institutions in Nigeria based on the data collected through the interviews as well 

as data from other sources such as National Bureau of Statistics, World Bank, Frazier Institute 

and Transparency International. An overview of the Nigerian fashion industry and the 

challenges fashion design entrepreneurs face while trying to start a business in Nigeria are 

reviewed. Recommendations to an effective entrepreneurial environment. All the claims made 

in this chapter are substantiated with evidence and the findings are discussed in relation to 

existing literature. 

Institutional Development of Nigeria  

This sector relies on secondary data collected from the National Bureau of Statistics, World 

Bank, Frazier Institute, The Heritage Foundation and Transparency International among others. 

The variables considered include economic freedom and ease of doing business, transparency 

and corruption, property rights, democracy, access to finance, rule of law and legal quality. 

Table 1 represents the index score of the Nigerian economic freedom.  

Table 1: Nigeria 2019 index of economic freedom 

 

The Heritage Foundation (2019) Index of Economic Freedom ranks Nigeria as the 111th country 

globally with a score of 57.3, which falls below the world average and is regarded as mostly 

unfree. This was a drop from 2018 score of 58.5 that were caused by decline in the property 

rights, judicial effectiveness, fiscal health. Monetary freedom and trade freedom. However, 
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Nigeria saw an improvement in the government integrity, government spending, tax burden, 

business freedom and labour freedom. The Heritage Foundation (2019) ranks unemployment 

at 7%, inflation (CPI) at 16.5% and FDI inflow at $3.5 billion. 

Even though the property rights protection is still very low in Nigeria, the transparency in terms 

of property transfer has improved (Word Bank, 2019).The judicia effectiveness is also low 

because of corruption, political interference and resource deficiency (World Bank, 2019). 

According to The Heritage Foundation (2019), corruption in Nigeria is high because those 

reported engaged in corruption and rent seeking activities are rarely investigated or persecuted, 

which increases the spread of impunity at all the government levels. Transparency International 

(2019) Corruption Perceptions Index from the ranks Nigeria at 144th out of 180 countries (rank 

1 is very clean and rank 190 is very corrupt) with a score of 27 out of 100 whereby a score of 0 

is very corrupt and 100 is very clean. This implies that Nigeria is the very corrupt. In many 

cases, those holding high offices in Nigeria are judicially treated as immune from prosecution, 

and this further makes impunity and corruption widespread. The literature review show that the 

presence of such unfavourable institutions such as lack of protection of property rights and 

inefficient rule of law negatively influences entrepreneurship (Anokhin & Schulze, 2009; El 

Harbi & Anerson, 2010; Thai & Turkina, 2014). 

The World Bank (2019) survey on the ease of doing business ranks Nigeria as 146th out of 190 

countries with a score of 52.89 out of 100. This implies that the ease of doing business in Nigeria 

is ranked as below the average in the world level. Figure 1 show the specific ranking of Nigeria 

in terms of ranking out of 190 countries and scores out of 100%. The results show that Nigeria 

is ranked as 12th out of 190 in getting credit with a score of 85.0 while protection of minority 

investors has a ranking of 38th out of 190 with a score of 66.67. This shows that Nigerian 

entrepreneurs have easy access credit and that the protection of minority investors is just above 

the average, which is a positive indicator of entrepreneurial growth and development in the 

country. The ease to start a business is ranked at 120th out of 190 with a score of 82.97 while 

enforcing contracts had a ranking of 92th. Out of 190 with a score of 57.9. Even though the 

rankings quite low, the data implies that Nigerian entrepreneurs have 82.97% ease to start a 

business and 57.9% effectiveness in enforcing contracts. These are just above the world level 

average. However, measures such as getting electricity, registering property, trading across 

borders and resolving insolvency had scores below the world average meaning that they are 
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inefficient. These institutions play a significant role in enhancing entrepreneurship and as a 

result, may influence its growth and development. 

 
Figure 1: Nigeria Rankings on doing business (Source: world Bank, 2019). 

A report released by the National Bureau of Statistics (2010) projected that SME sector in 

Nigeria created 80% of jobs, increase value addition to raw materials supply, enhance per capita 

income, increase export earnings, improve capacity use in key industries, which ultimately, 

unlocks GDP growth and economic expansion. Data from the Nigeria Bureau of Statistics and 

the Nigerian SME survey carried out by PwC shows that SMEs contribute 48% of Nigeria’s 

national GDP, and that they account for 84% of employment and 96% of businesses (Agbeyi 

& Omosomi, 2019). In other developing countries such as Kenya, Zambia, India, Indonesia and 

Colombia show that more than 50% of the workforce and national GDP in these countries.  
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Overview of the Nigerian Fashion Industry 

The interview findings show that the Nigerian fashion industry is very diverse as there are 

different entrepreneurs engaged in different lines of business from designing, manufacturing, 

distributing, marketing to selling to final consumer as shown in Table 2. Others are engaged in 

training fashion design students and supporting the different talents of the local entrepreneurs. 

The number of years that the entrepreneurs have been running their business is also diverse 

with the highest being 28 years and the lowest is 2 years. These findings are in line with previous 

studies that show that there is high potential and diversity in the entrepreneurs’ experiences 

within the Nigerian fashion industry (Ihugba, Odii & Njoku, 2013); and these prospects can be 

tapped for economic diversification and sustainable economic growth. 

Table 2: Overview of Nigerian fashion industry 

Participant 

ID 
Line of fashion business  

Years of running 

business 

A1 
Designing and making leather handbag and accessories 

business 
3 years 

A2 
Production and sale of ready to wear bespoke outfits and 

training students 
4 years 

A3 Support local designers and textile producers 25 years 

A4 
Produce and distribute exclusive custom-fitted business 

and day and evening wear  
28 years 

A5 Designing and producing fashion business 5 years 

A6 Designing, producing and marketing fashion items 2 years 

A7 Design and produce finished clothes and train others  10 years 

A8 Designer and producer of clothes for Men 6 years 

A9 Design, produce and market shoes  8 years 

A10 Produce women lingerie and bridal wear. 3 years 

 

Opportunities and challenges in the Nigerian Fashion Industry 

To identify the opportunities and challenges in the Nigerian fashion design, the interviewees 

were asked to describe what is good and important to run a business in Nigeria; state whether 

it is easy to register a company in Nigeria; and to name several obstacles that emerging 

entrepreneurs face while trying to start or run a viable business.  

Factors enhancing the development of entrepreneurship in Nigerian fashion industry 

The respondents interviewed in this study identified the main factors that drive entrepreneurship 

in the Nigerian fashion industry as: availability of cheap labour, the ease to register and start a 
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business in the fashion industry, affordability of raw materials and inputs, the availability of a 

ready market, good business environment and the availability of talented clothe makers that can 

create products that are unique and appealing to the customer. Majority of the interviewees also 

felt that it is advantageous to run a fashion business in Nigeria because it offers them financial 

freedom, creates jobs opportunities and contributes to the economic growth of the country.  

A review of the entrepreneurship history and the related political economy of government 

intervention in Nigeria shows that the Nigerian federal government initiated several policies 

and institutions in 1964 with the aim of enhancing entrepreneurship in the country (Oghojafor, 

Okonji & Olayemi, 2011). These policies and institutions included establishment of banks, loan 

schemes, development centres such as the Entrepreneurship Development Centres (EDCs), 

initiatives, agencies and monetary and fiscal policies (Oghojafor, Okonji & Olayemi, 2011). 

These results are in line with the existing empirical and theoretical evidence regarding the role 

of institutions, specifically the political economy of the country, in either enhancing or 

suppressing the development of entrepreneurship in a country, as discussed by Acemoglu, 

Aghion & Zilibotti (2006) and Polishchuk and Savvateev (2004). In this case, majority of these 

existing factors that drive entrepreneurship such  as the ease to register and start a business in 

the fashion industry, affordability of raw materials and inputs, the availability of ready market, 

and good business environment as cited by the interviewees, can be attributed to the initial 

government interventions made 55 years ago, in 1964. This shows that institutions are 

fundamental to either promotion or suppression of entrepreneurship, entrepreneurship policies, 

and entrepreneurial activity (Ahmad and Seymour 2008). 

Challenges hindering entrepreneurship  

The interviewees identified several challenges that emerging entrepreneurs face while trying to 

start and run a business in the Nigerian fashion industry. These included lack of funds, poor 

infrastructure especially the unreliable power/electricity supply, high costs of running business, 

poor distribution channels causing unreliability of raw materials supply, poor work ethics 

leading to lack of reliable workers/tailors, and the poor economic conditions. A further analysis 

of the interview findings show that the most cited challenge was the lack of funds to finance 

the business. Many noted that there are many fashion designers that have the talent and drive 

but seldom have the means to buy materials needed. This is because many Nigerian banks 

require collateral for loans. The high cost of running a fashion business was also cited as a main 

challenge hindering the growth of entrepreneurship in the industry with many interviewees 
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citing the different costs that they have to incur in order to incur such as buying and running a 

back-up generator to counter the power supply challenges, the high costs of renting shops and 

buying raw materials among others. 

 

Figure 2: NVivo results showing the main challenges entrepreneurs face (Figure Source: NVivo software analysis of the 

interviews) 

The poor infrastructure in terms of bad roads and unreliable electricity were cited as the main 

reasons why the costs of production were high. The challenge of power supply was also cited 

by majority of the interviewees where they noted that the poor and unstable electricity supply 

across the country negatively affects entrepreneurs because it slows production and increases 

production costs.  Some of the fashion designers/dress makers in Nigeria reportedly lived in 

rural areas and delivery of the raw materials to the rural areas as well as the delivery of final 

product back was cited as a major challenge because of the poor rural infrastructure, lack of 

coordination in the supply chains and lack of raw materials. Some of the interviewees reported 

that that the poor infrastructure and the lack of coordination in the supply chain makes it hard 

to source for raw materials and this increases the logistics costs. In the end, locally made 

products end up being more expensive than the imported goods due to high costs of production. 

The high cost of production translates to charging high prices that reduce the demand for the 

product and ultimately, reduced earnings. 
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The interviewees noted that the poor economic conditions with regard to economic policies, 

specifically the monetary and fiscal policies regarding taxation, the exchange rates and the 

depreciating currency play a significant role in increasing the cost of operation. With regard to 

lack of reliable employees, some of the interviewees argued that it was a very big challenge to 

find loyal employees who respect the work ethics. They also argued that piracy was a major 

issue as many employees that felt unsatisfied were likely to copy designs and poach customers 

from their employer. While there are intellectual property rights and laws that protect the 

employers from such events, the legal system is not effective in implementing the laws due to 

corruption, bureaucracy, high caseloads, high legal fees etc., and many get away with it. 

The findings on the main challenges are in line with previous empirical evidence from studies 

undertaken in Nigeria where studies have identified inconsistent government policies, poor 

infrastructure, the lack of credit facilities and capital sources, high levels of corruption, high 

operation costs, lack of skills and talent development and negative attitudes towards local 

products among others, as some of the key challenges entrepreneurs face in the country (Baba, 

2013; Oghojafor, Okonji & Olayemi, 2011; Okpara et al., 2011; Ihugba, Odii & Njoku, 2013).  

 

Current status of institutions in Nigerian Fashion Industry 

Regulatory institutions 

To further identify the regulatory institutions, the respondents were asked whether the Nigerian 

political environment (regulatory quality, existing laws) affect people willing to start fashion-

related businesses; and to describe the Nigerian government commitment and support towards 

fashion entrepreneurs. The respondents had mixed opinions with regard to the role of the 

government. The findings in Error! Reference source not found. (see below) show that some 

of the respondents felt that the government is committed towards helping entrepreneurs by 

providing programs at the local government level, offering start-up capital and making loans 

and funds more accessible and developing entrepreneurial skills and knowledge. However, 

there were also some interviewees that felt that while the government is making effort, issues 

such as corruption and bureaucracy serve as the main hindrances to achieving the set goals. 

However, others argued that the government policies are not sufficient and efficient. As a 

remedy, the interviewees requested for more support such as subsidies and efficient skills 

improvement programs towards fashion designers. The findings further show that the existing 

laws have both positive and negative impact on the entrepreneurship in the industry because 
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some of the respondents felt that the existing laws do not hinder entrepreneurs while others felt 

that there is a need to develop more entrepreneurial friendly laws that support small businesses. 

 

Figure 3: NVivo text search query results on the state of existing laws (Figure Source: NVivo software analysis of the 

interviews) 

From the findings, it is evident that the poor regulatory institutions in Nigeria are continuously 

exerting a cost burden on the entrepreneurs in the fashion industry, especially those that are 

directly affected by unreliable power supply and other unfavourable policies. This confirms the 

mainstream institutional theory argument that deficient institutional structures create 

institutional voids that affect entrepreneurship development (Polishchuk and Savvateev, 2004) 

and that in a world where the political, economic, legal and social systems “change 

incrementally” (Downes 2009, p. 2), an additional day of “regulatory delay” can be particularly 

costly to the entrepreneurs (Prieger, 2007; Elert & Henrekson, 2017). 

Financial institutions 

The status of the financial institutions was identified by asking the interviewees to describe the 

profitability or sustainability of the fashion business considering all the costs spent and revenue 

earned (cost of doing business); and also to explain how easy/hard is it to convince potential 

investors to offer investments in a fashion business idea. Majority of the respondents felt that it 

is not easy to get investors because of the high operating costs and low profit margins and 

returns from the investors. In addition, the bad reputation of Nigerians for fraudulent activities 

affect financing because entrepreneurs not only need to prove the profitability of the idea but 

also that they are trustworthy. However, there are others who felt that it would depend on the 

versality and the business plan that the entrepreneur presents to the potential investors. With 
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regard to profitability and sustainability of fashion business, majority of the entrepreneurs 

reported that running a fashion business is profitable as long as the entrepreneur manages to 

keep the costs down. But they noted that the entrepreneurs would need to give the business time 

to grow.  

Social institutions 

The use of social media and groups or networks of fashion business groups as well as how they 

benefit the respondents was explored with an aim of identifying the role of social institutions 

in enhancing entrepreneurship in the Nigerian fashion industry. The findings show that majority 

of the respondents do not belong in any fashion business group or network as only three reported 

to be members of a group or network of fashion entrepreneurs in Nigeria. This shows that there 

is a need to create more social networks where fashion entrepreneurs can share their ideas and 

grow together. On the other hand, all the respondents reported using social media as a tool for 

connecting and engaging with both potential and existing customers from within and out of 

Nigeria, and also as a platform for the customers to place orders online as well. The interviewees 

viewed social media as a tool that they use to create and expand their brands while marketing 

their products. 

Cultural institutions 

The existing cultural institutions such as people’s perceptions and beliefs about fashion 

designers in Nigeria was explored by asking the respondents to describe how the society 

perceive fashion designers. The findings show that all the respondents would recommend their 

relatives/friends to pursue a career in fashion design if it was their passion, which shows that 

there is a positive cultural outlook among the respondents. However, from a societal 

perspective, the respondents gave examples of some of the stereotypes that have existed in the 

past or still exist in Nigeria with regard to fashion designers such as: 

“…. people thought that fashion workers weren’t smart enough, ambitious enough and 

would have a poor to mediocre lifestyle but all that is false… It is so much hard work 

getting all the variables together, finishing a product and then marketing and growing 

their business.” (Source: Participant A1). 

“…. fashion/tailoring used to be done by the low-class citizens. It was not desirable for 

people of a higher class in society. With social medias presence now and young people 

taking interest in a craft that was synonymous with older women in the past as a 

hobby.... The average Nigerian parent would want their children to be lawyers, doctors, 

engineers, etc. but they are beginning to respect the craft.” (Source: Participant A7). 
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Regardless of these stereotypes, many respondents reported that the society is currently 

changing its perception of fashion entrepreneurs especially after realizing that the industry is 

indeed profitable, and that the society has begun to respect fashion designers. As a result, many 

Nigerian men are equally pursuing entrepreneurial opportunities within the fashion industry 

that was traditionally regarded as a ‘female’ industry. 

Educational institutions 

The status of the educational institutions, which are key for skills and knowledge development, 

were identified by asking the respondents whether the schools and other educational institutions 

put much emphasis on fashion as compared to other occupations; and to describe the fashion 

designers in Nigeria compared to other African and Western countries in terms of the right 

knowledge and skills. The findings show that many respondents do not feel like the Nigerian 

educational system has put enough emphasis on developing the skills and knowledge of the 

fashion entrepreneurs. The lack of skills and knowledge was also identified.  

With regard to the general skills and knowledge, the responses were mixed as some felt that 

Nigerians lack the skills and knowledge while others felt that the Nigerian fashion designers 

are good and really creative which makes them equally competitive.  

“When it comes to creativity, I believe Nigerian designers are at the forefront in the 

African fashion scene. But when it comes to expertise that might be a problem because 

we see a lot of designers here importing labour – that is dressmakers/tailors from 

different parts of Africa… However, it might not be comparable to the standard of the 

western world. That is why a lot of us are still learning and upgrading our skillset..” 

(Source: Participant A7). 

“We have a lot of existing and upcoming entrepreneurs in the fashion industry, but I 

believe we lack a lot of originality. I have noticed that they are very creative ones and 

the others that copy their work. They have a reasonable amount of skills here in Nigeria, 

but we can do better, and we need to learn more.” (Source: Participant A8). 

Conclusion 

The findings presented in this chapter identifies the drivers and challenges to the development 

of entrepreneurship in the Nigerian fashion industry. Further, the chapter identifies the current 

status of the various institutions in the Nigerian fashion industry and how they encourage or 

discourage the development of entrepreneurship. These findings have been discussed with 

relation to the existing literature. In the next chapter, the conclusions and recommendations are 

presented.  



37 

CONCLUSION AND RECOMMENDATIONS 

Main findings 

Based on the reported experiences of some participants in the Nigerian fashion industry, we can 

say that there is high potential and diversity in the entrepreneurs’ experiences within the 

Nigerian fashion industry. The study also identified the main factors  promoting the 

development of entrepreneurship in the Nigerian fashion industry as the availability of cheap 

labour, the ease to register and start a business in the fashion industry, affordability of some 

raw materials and inputs, the availability of ready market, good business environment and the 

availability of talented fashion designers that can create products that are unique and appealing 

to the customer.  However, there are many challenges that hinder majority from starting or 

successfully running a business in the industry. These included lack of funds, poor 

infrastructure especially the unreliable power/electricity supply, high costs of running business, 

poor distribution channels causing unreliability of raw materials supply, poor work ethics 

leading to lack of reliable workers/tailors, and the poor economic conditions. The overview of 

the current status of institutions within the Nigerian fashion industry identifies various 

regulatory, financial, social, cultural and educational institutions which are both encouraging 

and discouraging entrepreneurship in the industry.  

Study limitations and Areas of further studies 

This study has some theoretical and methodological limitations that could be improved or 

changed for future studies. For instance, this study relied on qualitative data collected from a 

small sample of interviewees. While the data collected was in-depth and informative, future 

studies could explore the issue using quantitative methods that involve larger samples. This 

would allow for generalization of the results as it is not possible to make generalized 

conclusions at this moment due to the methodological limitations. Also, future researchers 

could explore the issue from a different theoretical perspective besides the institutional theory 

framework used in this study. This study could also be replicated to another industry or another 

country in future studies.  

Policy recommendations 

Based on the results of this study the policy recommendations are: 
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• Finding sustainable solutions to deal with the electricity and power issue such as 

providing stable power supply, rural electrification and provide subsidies on alternative 

power sources such as use of solar energy. 

• Providing subsidies and extending credit facilities and financial support to entrepreneurs  

• Reforming the inappropriate and inefficient regulatory institutions governing 

entrepreneurship. This includes changing the regulatory, economic and political 

institutions and passing laws such as anti-corruption and integrity laws. 

• Initiating policies that encourage and support the establishment and support for schools 

and educational centres that nurture the creative abilities and skills. 

• Encouraging teachers, parents, students and society to change its perception on fashion 

design and introduce it as an elective course in both the lower and higher education 

levels. 

 

Conclusion 

This study concludes that Nigeria has put into place institutions that favour the development of 

entrepreneurship in Nigeria, but at the same, hinder entrepreneurship. The findings on the 

current status of the Nigerian entrepreneurial institutions further show that some of these 

institutions are inappropriate and needs to be reformed in order to deal with the many existing 

challenges hindering entrepreneurial development in the industry that has a lot of potential for 

growth and development. Thus, this study calls upon the Nigerian government to make policy 

interventions and reforms that support the entrepreneurs. 
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APPENDIX 

Appendix 1: Measures of industry growth 

Table 3: Measures of industry growth (source: Shriram, Snower & Orszag, 2013). 

 

 

Appendix 2: Interview consent form  

INTERVIEW CONSENT FORM 

This study “THE ROLE OF INSTITUTIONS IN PROMOTING ENTREPRENEURSHIP IN THE 

NIGERIAN FASHION INDUSTRY” is conducted as part of Dissertation Thesis in partial 

fulfilment of the requirements for Economics Master’s Programme (60 credits) Degree offered 

by the Department of Economics at Södertörn University, Sweden. The aim of my study is to 

explore the role of institutions in promoting entrepreneurship in the Nigerian fashion industry. 
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Your participation in this study is very important in helping to identify the uncertainties and 

obstacles that emerging entrepreneurs face while trying to start or run a viable business within 

the Nigerian fashion as well as identifying ways through which the existing institutions can be 

used to foster entrepreneurship in the Nigerian fashion industry.  

Please note, that the interviews will take approximately 30 minutes and they shall be audio-

recorded using a voice recorder. Your involvement in the project is voluntary and you are free 

to withdraw consent at any time, and to withdraw any unprocessed data previously supplied. 

Please note that participating in this study does not present any health or personal risk and that 

your participation will be kept anonymous and the information you provide during this study 

will only be accessed by the researcher. Also note that the study sample is very small and thus, 

you may be identifiable. 

By signing below, I confirm that I have read and understand the information and give my 

consent to participate in the study. 

            

Name of Participant   Date    Signature 

                                

            

Name of Person   Date    Signature  

taking consent.  

 

Appendix 3: Interview Questions 

INTERVIEW QUESTIONS 

1. Describe the process of starting/growing a business. 

2. What line of fashion business (designing, producing or marketing) are you running and 

how long have you been running it? (for government officials, ask what fashion 

entrepreneurs they have worked with)  

3. What is good and important for having your business in Nigeria? 

4. Could you name several obstacles that emerging entrepreneurs face while trying to start 

or run a viable business within the Nigerian fashion? 
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5. Which of these challenges (stated in question 2 above) has been your greatest obstacle 

for you as a fashion entrepreneur?  

6. How favourable are the property/patent rights to fashion entrepreneurs in Nigeria (is it 

easy to register a fashion company)? 

7. How profitable/sustainable is a fashion business considering all the costs spent and 

revenue earned (cost of doing business) 

8. How easy/hard is it to convince potential investors to offer investments in a fashion 

business idea? 

9. How does the Nigerian political environment (regulatory quality, existing laws) affect 

people willing to start fashion-related businesses? 

10. How would you describe the Nigerian government commitment and support towards 

fashion entrepreneurs? Are there any existing government funds or programs aimed at 

entrepreneurs? 

11. How do people react when you tell them that you want to be a fashion designer? 

12. Do you use technology (social media) in your business? If yes, how do you use it and 

how does it benefit your business? 

13. How does the society perceive fashion designers? Are there any existing stereotypes 

that you know? 

14. How would you describe the fashion designers in Nigeria compared to other African 

and Western countries? Do you think they have the right knowledge and skills? 

15. Do you think schools and other educational institutions put much emphasis on fashion 

as compared to other occupations? Explain why. 

16. Would you encourage your relative to pursue a career in fashion? Explain why 

17. In your opinion, how can the existing challenges be handled to effectively foster 

entrepreneurship in the Nigerian fashion industry? 

18. Are you in any groups or networks of fashion business groups and if yes, describe them 

and how they benefit you? 

19. How can the various actors work together to improve the fashion industry? 

Thank you so much for your participation in this study. I highly appreciate your input. 


