
Copyright@    Page 1 

International Journal Research Publication Analysis 

 

 

 

 

 

ENTREPRENEURIAL RISK AND BUSINESS OPPORTUNITIES IN 

THE NIGERIAN ECONOMY 

 

Emmanuel Omokhudu Etamesor* 

 

Department of Business Administration, Rufus Giwa Polytechnic, Owo, Ondo State, Nigeria. 

 

Article Received: 26 July 2026 

Article Revised: 16 August 2026 

Published on: 05 September 2026 

 

 *Corresponding Author: Emmanuel Omokhudu Etamesor  

Department of Business Administration, Rufus Giwa Polytechnic, Owo, Ondo State, 

Nigeria. 

DOI: https://doi-doi.org/101555/ijrpa.6993   

 

ABSTRACT 

 Entrepreneurship is widely regarded as a central engine of job creation, innovation, and 

structural transformation in developing economies, and Nigeria is no exception. Yet the same 

economy that offers Africa's largest consumer market, a fast-digitising population, and an 

expanding services sector also confronts entrepreneurs with a demanding risk environment: 

currency instability, double-digit inflation, high borrowing costs, insecurity, multiple and 

overlapping taxation, unreliable power supply, and weak institutional support. This paper 

examines the relationship between entrepreneurial risk and business opportunity in Nigeria, 

drawing on recent empirical and policy literature (2023–2026) alongside macroeconomic and 

survey data from the Central Bank of Nigeria, the National Bureau of Statistics, and the 

Small and Medium Enterprises Development Agency of Nigeria. The paper classifies the 

principal categories of entrepreneurial risk confronting Nigerian businesses financial, 

operational, regulatory/policy, security, and market risk and matches these against emerging 

opportunity spaces in digital financial services, agribusiness, the creative and digital 

economy, renewable energy, and youth-driven micro enterprise. It argues, consistent with 

classical Knightian theory, that Nigeria's high-risk operating environment is also a source of 

above-average returns for entrepreneurs who can manage uncertainty through diversification, 

digital adoption, cooperative financing, and policy engagement. The paper concludes with 

recommendations for entrepreneurs, financial institutions, and policymakers aimed at 

converting risk exposure into sustainable opportunity capture.  
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1.0 INTRODUCTION 

 Entrepreneurship has long been recognised as a principal driver of economic growth, 

employment generation, and structural diversification, particularly in developing economies 

where formal-sector job creation lags behind population growth (Erhijakpor & Aroghene, 

2023). In Nigeria, small and medium enterprises (SMEs) and the broader universe of micro, 

small, and medium enterprises (MSMEs) constitute the backbone of the domestic economy. 

According to figures compiled from the National Bureau of Statistics and the Small and 

Medium Enterprises Development Agency of Nigeria, the country hosts more than 41.5 

million MSMEs, of which the overwhelming majority are micro-enterprises; collectively 

these businesses account for roughly three-quarters of national employment and close to half 

of gross domestic product, alongside a modest but growing share of export earnings (Adoga 

et al., 2024). This scale underlines why entrepreneurship, and the risks that attend it, are 

matters of national economic significance rather than a peripheral policy concern. At the 

same time, Nigeria's operating environment is widely regarded as one of the more difficult in 

which to start and sustain a business. The Central Bank of Nigeria's Business Expectations 

Survey for mid-2026 found that insecurity, high and multiple taxation, elevated interest rates, 

an unfavourable political climate, and high bank charges remain the dominant constraints 

reported by firms across agriculture, industry, and services, even as overall business 

confidence has been improving (Businessday NG, 2026; The Sun, 2026). Diesel and grid-

power costs continue to erode operating margins for manufacturers and traders alike, with 

some SME operators reporting weekly generator-fuel expenditure in the region of one million 

naira (The Details News, 2026). Multiple layers of federal, state, and local taxation persist 

despite the introduction of the Nigeria Tax Act 2025, which was designed in part to 

consolidate and simplify the tax regime (MSME Africa, 2026; Lagos Business News, 2025). 

Meanwhile, roughly one in four young Nigerians report being unemployed and actively 

seeking work, and successive reports place the number of underemployed and unemployed 

youth in the tens of millions, a labour-market pressure that pushes many toward self-

employment and informal enterprise not entirely by choice (Afrobarometer, 2025; AllAfrica, 

2025). Paradoxically, this same environment of risk and volatility coexists with an expanding 

frontier of business opportunity. Nigeria's digital economy contributed an estimated ₦7 

trillion, or over 14 percent of GDP, in the first half of 2025 alone, driven by 

telecommunications, fintech, e-commerce, and digital services (BGIT Nigeria, 2025). The 

World Economic Forum has described Nigeria's youthful, rapidly digitising population as a 

potential "digital powerhouse," provided that investment in skills and innovation keeps pace 
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with demand (WEF, 2025). Agribusiness, renewable energy, and the creative and education-

technology sectors are similarly identified as high-potential growth areas capable of 

absorbing capital and labour at relatively modest entry costs (CHI-Exclusive, 2025; ATCON, 

n.d.). This paper brings these two strands risk and opportunity into a single analytical frame. 

It asks: what are the principal categories of risk confronting Nigerian entrepreneurs, what 

business opportunities are emerging alongside these risks, and how can the relationship 

between the two be understood and managed? The paper proceeds as follows. Section 2 

clarifies key concepts and outlines the theoretical framework. Section 3 reviews recent 

empirical literature on entrepreneurial risk-taking and performance in Nigeria. Section 4 

maps the major risk categories facing Nigerian entrepreneurs. Section 5 examines emerging 

business opportunities. Section 6 discusses the risk–opportunity nexus and how it can be 

managed. Section 7 offers policy and practical recommendations, and Section 8 concludes. 

  

2.0 Conceptual Clarification and Theoretical Framework  

2.1 Entrepreneurial Risk  

Entrepreneurial risk refers to the exposure of a business owner to the possibility of financial 

loss, operational disruption, or failure arising from decisions made under conditions of 

incomplete information. It is useful to distinguish, following the classical treatment revisited 

by Fiorito and McCann (2024) in their reappraisal of Knight's and Taylor's work, between 

measurable risk (where the probability distribution of outcomes is knowable) and genuine 

uncertainty (where it is not). Nigerian entrepreneurs typically operate closer to the 

uncertainty end of this spectrum, given the volatility of exchange rates, policy reversals, and 

security conditions that make historical data an unreliable guide to future outcomes. For 

analytical purposes, entrepreneurial risk in the Nigerian context can be grouped into five 

broad categories: Financial risk: exposure to currency depreciation, inflation, high interest 

rates, and constrained access to credit. Operational risk: unreliable power supply, poor 

transport and logistics infrastructure, and high input costs. Regulatory and policy risk: 

multiple and overlapping taxation, inconsistent government policy, and burdensome business 

registration and compliance requirements. Security risk: exposure to theft, extortion, 

kidnapping, and disruption of supply chains and markets, particularly acute in parts of the 

north and in high-crime urban corridors. Market risk: demand volatility linked to household 

purchasing power, competition from informal operators, and vulnerability to economic 

shocks.  
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2.2 Business Opportunity  

A business opportunity, in the entrepreneurship literature, is a favourable set of circumstances 

that creates a need for a new product, service, or business model, or that allows an existing 

offering to be delivered more profitably. Opportunity recognition depends on the interaction 

between an entrepreneur's alertness and prior knowledge and the objective conditions of the 

market (Aroghene et al., 2025). In Nigeria, opportunity has increasingly been associated with 

structural gaps left by an underperforming formal sector: financial exclusion has created 

space for fintech; unreliable public power has created space for solar and mini-grid solutions; 

food-import dependence has created space for agro-processing; and a youthful, internet-

connected population has created space for digital services and the creative economy.  

2.3 Theoretical Framework  

This paper draws on three complementary theoretical strands. First, the Knightian theory of 

risk, uncertainty, and profit holds that entrepreneurial profit is the reward for bearing genuine, 

non-insurable uncertainty; entrepreneurs who can absorb and manage uncertainty better than 

their competitors capture disproportionate returns (Fiorito & McCann, 2024). Second, 

entrepreneurial risk-taking theory, as applied in recent Nigerian SME studies, treats risk-

taking propensity as a measurable behavioural trait that is positively associated with business 

performance when it is exercised as calculated rather than reckless risk-taking (Ikwuo et al., 

2025; Adoga et al., 2024). Third, opportunity-based and ecosystem theories of 

entrepreneurship emphasise that opportunity exploitation is shaped by the surrounding 

entrepreneurial ecosystem culture, human capital, network relationships, financing, and 

government policy rather than by individual initiative alone. Recent Nigerian fintech research 

using this ecosystem lens finds that network relationships and government policy exert 

particularly strong effects on the sustainability of small technology-driven firms (Journal of 

Global Entrepreneurship Research, 2026). Taken together, these frameworks suggest that 

Nigerian entrepreneurial outcomes are best understood as a function of an individual's risk 

management capability interacting with an ecosystem that is simultaneously resource-rich in 

opportunity and heavily burdened by structural risk.  

 

3.0 Literature Review  

A growing body of Nigerian scholarship has examined the relationship between 

entrepreneurial risk-taking and firm performance. Adoga et al. (2024), studying SME owner-

managers in Anambra State, found a statistically significant relationship between prudent, 

calculated risk-taking and business survival, underscoring that risk aversion is not necessarily 
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protective when opportunity costs are considered. In a related study of Akwa Ibom State, 

risk-taking ability was found to have a moderate but positive and significant effect on SME 

performance, reinforcing the view that entrepreneurs who take calculated risks tend to record 

stronger performance outcomes (as summarised in Ikwuo et al., 2025). Gata and Ayodele 

(2025) extended this line of enquiry to Niger State, showing that structured risk-management 

practices, rather than risk avoidance, were associated with improved performance among 

micro, small, and medium enterprises in Bida metropolis. Beyond risk-taking per se, 

entrepreneurial characteristics more broadly have been linked to business performance. A 

study of SMEs in Ibadan metropolis, anchored on social cognitive theory, found that risk-

taking propensity and innovativeness jointly influenced business performance, even as the 

study noted the persistently high mortality rate of SMEs within their first five years of 

operation (Proceedings Series, 2024). At the macro level, Abakpa and Dvouletý (2026), using 

forty-one years of World Bank and Central Bank of Nigeria data in an Autoregressive 

Distributed Lag framework, found a long-run negative relationship between private-sector 

credit (their proxy for entrepreneurial activity) and GDP-per-capita growth in Nigeria, 

attributing this counter-intuitive result to weak access to finance, corruption, institutional 

inefficiency, and heavy taxation that divert entrepreneurial resources toward unproductive, 

rent seeking activity rather than productive investment. This finding is a useful corrective to 

the assumption that entrepreneurial activity automatically translates into growth; it does so 

only where the risk environment allows productive rather than defensive entrepreneurship to 

predominate. Other recent work has examined the institutional and ecosystem conditions that 

shape opportunity exploitation. Ayetigbo et al. (2026) found that organisational culture 

mediates the relationship between entrepreneurial orientation and SME performance in 

Abuja, suggesting that internal firm capabilities matter alongside external conditions. 

Research on small-scale fintech firms similarly found that culture, human capital, network 

relationships, and government policy all had significant positive effects on firm sustainability, 

with network relationships the strongest predictor (Journal of Global Entrepreneurship 

Research, 2026), consistent with the ecosystem framing adopted in this paper. On the risk 

side of the ledger, studies of multiple taxation continue to find a significant negative 

relationship between overlapping tax burdens and SME financial performance (SSR Journal 

of Economics, Business and Management, 2025), a finding echoed in survey data showing 

that Nigerian firms continue to rank tax multiplicity among their top operating constraints 

even after recent reform efforts (MSME Africa, 2026). Taken together, this literature suggests 

three broad conclusions relevant to the present paper: (i) calculated, well-managed risk-taking 
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is consistently associated with better entrepreneurial outcomes in the Nigerian context; (ii) 

the productivity of entrepreneurial risk-taking is conditional on the surrounding policy and 

institutional environment, which in Nigeria's case has often blunted its growth enhancing 

potential; and (iii) opportunity exploitation depends as much on ecosystem factors, network 

access, human capital, and policy, as on individual entrepreneurial initiative.  

 

4.0 The Risk Landscape of Nigerian Entrepreneurship  

4.1 Financial and Macroeconomic Risk  

Currency volatility, inflation, and the cost of capital remain the most immediate financial 

risks confronting Nigerian entrepreneurs. Naira depreciation raises the cost of imported 

inputs and equipment, compressing margins for businesses that rely on foreign exchange, 

while elevated inflation erodes real household purchasing power and, by extension, consumer 

demand (Intelligensis, 2024). Interest rates on commercial credit exceeding 30 percent, 

combined with collateral requirements that few young or informal businesses can meet, have 

been repeatedly cited by SME operators as among the two most binding constraints on 

business survival and expansion, alongside the cost of power (The Details News, 2026).  

 

4.2 Operational Risk: Infrastructure and Energy Unreliable grid electricity forces most 

Nigerian businesses, from street food vendors to manufacturers, to rely on diesel or petrol 

generators, with fuel costs capable of "wiping out" operating margins entirely (The Details 

News, 2026). Poor road and logistics infrastructure adds further cost and delay to the 

movement of goods, disproportionately affecting agribusiness and manufacturing enterprises 

that depend on the timely transport of perishable or bulky inputs and outputs.  

4.3 Regulatory and Policy Risk Multiple and overlapping taxation by federal, state, and local 

authorities continues to rank among the top constraints reported by Nigerian firms, even after 

the phased implementation of the Nigeria Tax Act 2025, which was intended to consolidate 

major tax instruments and reduce the burden of compliance (Lagos Business News, 2025). 

Survey evidence from mid-2026 shows that a majority of firms still identify tax multiplicity 

as their most pressing constraint, ahead of insecurity and high interest rates, with 

manufacturers reporting continued visits from multiple tax authorities despite the new law 

(AllAfrica, 2026; MSME Africa, 2026). Complex business registration procedures and 

inconsistent policy implementation compound this uncertainty, discouraging formalisation 

and pushing many entrepreneurs to remain in the informal sector, where they forgo access to 

formal credit and government support programmes (AFSIC, 2024).  
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4.4 Security Risk Insecurity, ranging from armed banditry and kidnapping in parts of the 

country to urban theft and extortion, was ranked the single most significant business 

constraint in the Central Bank of Nigeria's May 2026 Business Expectations Survey, ahead of 

taxation and interest rates (The Sun, 2026). Beyond direct losses, insecurity disrupts supply 

chains, raises the cost of doing business in affected regions, and depresses investment in 

agriculture and agro processing in particular, given the concentration of insecurity in rural 

farming areas.  

4.5 Market and Labour-Market Risk Weak household purchasing power, driven by inflation 

and stagnant real incomes, constrains demand for many small businesses, while competition 

from a large informal sector limits the pricing power of formal operators. At the same time, 

the scale of youth unemployment estimated by some recent reports at close to 80 million 

young Nigerians without stable employment, alongside roughly 1.7 million graduates 

entering the labour market each year with limited absorptive capacity, means that many new 

entrants into entrepreneurship are driven by necessity rather than opportunity recognition 

(AllAfrica, 2025). Necessity-driven entrepreneurship of this kind tends to be under-

capitalised and more vulnerable to the risks described above.  

 

5.0 Emerging Business Opportunities in the Nigerian Economy 

5.1 Digital Financial Services and the Broader Digital Economy  

Financial exclusion among Nigeria's unbanked and underbanked population has created 

substantial room for fintech innovation in payments, lending, savings, and insurance. The 

digital economy as a whole, spanning telecommunications, fintech, e-commerce, and digital 

services, contributed an estimated ₦7 trillion to GDP in the first half of 2025, more than 14 

percent of national output, and continues to expand alongside rising internet penetration 

(BGIT Nigeria, 2025). The World Economic Forum has highlighted Nigeria's potential to 

become a regional hub for digital talent and business-process outsourcing, provided that 

investment in workforce skills keeps pace with demand for reskilling (WEF, 2025). 

Government backed digital-skills initiatives and technology hubs across cities such as 

Nsukka, Owerri, and Enugu are already building a pipeline of digitally skilled entrepreneurs 

(Medium/BGIT Nigeria, 2025).  

5.2 Agribusiness and Agro-Processing Agriculture remains a foundational sector of the 

Nigerian economy, and opportunities in rice milling, cassava processing, poultry, and related 

value addition activities continue to offer relatively steady demand, given that food accounts 

for a large share of household spending (CHI-Exclusive, 2025). Agro processing in particular 
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offers a route to capturing more value domestically that would otherwise be lost to import 

dependence, while also generating rural employment in areas less exposed to some of the 

urban-centred risks described above, though it remains vulnerable to insecurity in farming 

regions.  

5.3 Renewable Energy and Off-Grid Solutions Chronic grid-power unreliability has itself 

become a business opportunity: solar mini-grids and off-grid energy solutions have expanded 

to serve both households and businesses seeking to escape dependence on costly diesel 

generation (ATCON, n.d.). Given that power costs are consistently cited as one of the two 

most damaging constraints on SME margins, businesses offering affordable, reliable 

alternative energy occupy a particularly high-value niche.  

5.4 Creative Industries, Education Technology, and the Gig Economy Nigeria's youthful 

population and growing smartphone penetration have supported rapid growth in online 

education and tutoring, content creation, digital marketing, and virtual assistance services that 

require relatively low start-up capital (CHI-Exclusive, 2025; Offcamp, 2025). These service-

based businesses are particularly attractive to young entrepreneurs facing the credit 

constraints described in Section 4, since they substitute skills and time for capital-intensive 

equipment.  

5.5 Waste Management and the Circular Economy Rising urban waste volumes have created 

opportunities in recycling and waste-to-wealth ventures, particularly around plastics, paper, 

and metal recovery, aligning commercial opportunity with environmental sustainability 

objectives (CHI Exclusive, 2025).  

 

6.0 The Risk–Opportunity Nexus: Managing Risk to Unlock Opportunity The Knightian 

insight that profit is the reward for bearing uncertainty is directly relevant to the Nigerian 

case: many of the opportunities outlined in Section 5 exist precisely because the risks 

described in Section 4 have deterred larger, more risk-averse incumbents from fully 

occupying these spaces. Off-grid solar exists as an opportunity because grid power is 

unreliable; fintech has grown because formal banking has historically excluded large 

segments of the population; and agro-processing offers above-average returns partly because 

logistics and security risk keep competition muted in some regions. Recent empirical 

evidence, however, cautions against treating risk taking as automatically productive: Abakpa 

and Dvouletý (2026) found that, in the aggregate, entrepreneurial activity in Nigeria has been 

associated with weaker rather than stronger GDP-per-capita growth over the long run, a result 

they attribute to institutional weaknesses, corruption, and heavy taxation diverting 
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entrepreneurial effort toward rent seeking and survivalist activity rather than productive 

investment. This suggests that the translation of risk into opportunity is not automatic; it 

depends on the quality of risk management at the firm level and on the surrounding policy 

and institutional environment. At the firm level, the literature reviewed in Section 3 points to 

several risk-management practices associated with better outcomes: calculated rather than 

reckless risk-taking (Adoga et al., 2024; Ikwuo et al., 2025), structured risk-management 

routines such as diversification of suppliers, insurance where available, and prudent cash 

management (Gata & Ayodele, 2025), and active investment in networks and ecosystem 

relationships, which recent fintech sector research found to be the strongest single predictor 

of small-firm sustainability (Journal of Global Entrepreneurship Research, 2026). At the 

ecosystem level, government policy, access to finance, and human-capital development 

jointly shape whether individual entrepreneurial risk-taking translates into broad-based 

opportunity capture or remains confined to a narrow, resilient minority of firms.  

 

7.0 Policy Implications and Recommendations  

For entrepreneurs and business owners:  

1. Diversify revenue streams and supplier bases to reduce exposure to single points of 

failure, whether currency movements, a single supplier, or a single geographic market.  

2. Invest in digital tools and platforms, both to reduce operating costs (for example, digital 

payments and inventory management) and to access the growth opportunities identified 

in Section 5.  

3. Build networks and join cooperative or trade associations, given the strong association 

found between network relationships and firm sustainability, and the continued 

importance of informal credit sources such as cooperative societies for working capital.  

4. Treat energy costs as a strategic risk rather than a fixed cost, and evaluate renewable or 

hybrid power solutions where the economics allow.  

 

For financial institutions and investors:  

1. Expand collateral-light lending products tailored to MSMEs, given that unrealistic 

collateral requirements were repeatedly cited as a binding constraint on SME access to 

credit.  

2. Support the growth of digital lending and fintech enabled credit-scoring models that can 

extend affordable credit to informal and semi-formal enterprises that lack conventional 

collateral.  
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For government and policymakers:  

1. Accelerate and monitor the implementation of the Nigeria Tax Act 2025 to ensure it 

delivers on its aim of consolidating and simplifying the multiple tax regimes that 

continue to burden businesses, given survey evidence that multiple taxation remains the 

most cited business constraint even after the law's introduction.  

2. Prioritise investment in grid power reliability and support decentralised renewable 

energy solutions, given the scale of margin erosion attributable to self-generated power.  

3. Strengthen security in commercial and agricultural corridors, given that insecurity was 

identified as the single most significant constraint on business activity in recent central 

bank survey data.  

4. Expand MSME-focused skills and digital-literacy programmes, building on existing 

technology-hub and national digital-talent initiatives, to ensure that the country's 

youthful population is equipped to capture emerging digital-economy opportunities 

rather than being confined to necessity-driven informal activity.  

5. Continue to streamline business registration and regulatory compliance processes to 

encourage the formalisation of enterprises, which in turn improves their access to credit, 

government support, and legal protection.  

 

8.0 CONCLUSION  

Nigeria's entrepreneurial landscape is defined by a persistent tension between a demanding, at 

times hostile, risk environment and a genuinely expanding frontier of business opportunity. 

Financial volatility, unreliable infrastructure, multiple taxation, and insecurity continue to 

constrain business performance and, at the macro level, may be blunting the growth-

enhancing potential of entrepreneurial activity overall. Yet these same conditions have 

opened space for innovation in digital financial services, renewable energy, agribusiness, and 

the creative economy, sectors in which Nigerian entrepreneurs, particularly the country's 

large youth population, are already active. The evidence reviewed in this paper suggests that 

the productive capture of these opportunities depends less on risk-taking in isolation than on 

how well that risk is managed, at the level of the individual firm through diversification, 

networks, and digital adoption, and at the level of the broader ecosystem through credible 

policy reform, improved access to finance, and investment in infrastructure and human 

capital. Converting Nigeria's high-risk operating environment into a genuinely high 

opportunity one will require sustained coordination between entrepreneurs, financial 

institutions, and government, rather than reliance on individual resilience alone.  
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