Entrepreneurship has been an age old phenomenon that means and includes conceiving of
an innovative idea and shaping of this idea into a successful business. The transformation of
the idea to an ongoing business involves innumerable risks and uncertainties making the task
highly complex and demanding. The business, so established has similar objectives as that of

any other economic entity engaged in the marketing of goods and services for a profit. Here,
it is important to note that the difference between entrepreneurship and any other typicfal
business lies not only in the implementation of a new, creative and innovative idea and its
implementation, but also in the deep desire to bring about a positive change in the politico-

legal, socio-cultural, economic or technical arena.
1
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2 Entrepreneurship Development
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Entreprcneurship——Conccpt and Relevance
antried technological possibility for
one in 2 new way. Entrepreneurship
supply or a new outlet for products,
gencrally done in ordinary course of

According to Schumpeter, entrepreneurship s about
collecting inputs, organising talent, providing leaders
entrepreneurship hap[{en.s when factors of Production are combined for the first ti M
maintenance of.anlexlstmg combination is not entrepreneurship. e Mere

Another significant way of understanding entrepreneurship is by relating it to the qualit
of life of masses. As stated above, besides economic gains, transformation or changqc is i
major driving force behind entrepreneurship which is brought about by offering innovative
marketing prepositions. The entrepreneurial brains, many times feel disappointed at the inability
of successive governments to improve the general life conditions of the countrymen. This
governance failure may be in the field of health,

: . _ education, environment, child care, care of
people with special needs or family equations. The prevelence of such social and economic
. conditions over long periods of time may induce some citizens take up entrepreneurial effort.

Here, entrepreneurship can be understood in terms of an attempt to bring about desired social
change and is termed as social entrepreneurship. It is about finding innovative solutions to
social challenges and dilemmas. The success of social entrepreneurship can be measured in
terms of positive returns to the society, in addition to economic gains to the entrepreneur, which
can be termed as secondary objective. In this sense, social entrepreneurship differs from the
commercial entrepreneurship, where profit or economic gain is given priority over the social

impact objective. It is important to note that in both types of entrepreneurships, application of
innovation and creativity are equally important.

: innovating, raising  money,
hip and setting the organisation. Further,

-&I)E’FINITIONS OF ENTREPRENEURSHIP

“Entrepreneurship is the ability' to create and build something from practically nothing.
Fundamentally, a human creative activity, it is finding personal energy by initiating, building
and achieving an enterprise or organisation rather tan by just watching, analysing or describing
one. It requires the ability to take calculated risk and reduce the chance of failure”.

- J.A. Timmons
“Entrepreneurship is a systematic innovation which consists of the purposeful and organmised
search for changes and in a systematic analysis of the opporiunities such changes might offer

for economic and social innovation”. | — Peter Drucker

“Entrepreneurship is the purposeful activity of an individual or group of associated individuals,
undertaken to initially maintain or earn profit by production and distribution of economic goods
and semices"_ — A.H. Cole

"Entrepreneurship is the function of seeking investment and produgtion qpportunity. onganis!ng
an enferprise to undertake a new production process, raising capital, hiring labour, arranging
the supply of raw materials and selecting top managers of day-to-day operations”.

L1 Nature and Characteristics of Entrepreneurship

Entreprcncurship is a complex and multidimensional concept. It can be underistmd as an
€conomic activity that emerges and functions in socio-economic and cultural settings. In this
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4 Entrcpreneurship Development .
it is more art than science as there are

s - HDWCVCT, . . .
as werlll > anb';ri te and run business enterprises in a fast
les that can X X

as to exercise a great amount of his

changing and heterogeneous environment. I; N o elersents £ husiness environment
. ai in over LN i e

personal skills, talents and traits (0 W eate value recognition of biiginess

' “C hip is the attempt t0 € :
According to John Kao, “Lntreprencursh p kY o of b

rily to bring 2 project 10 fruition”. This definition recognises that entrepreneurship
?:fgf::s [{w fusion of capital, rechnology and human talent and effort to complete a project

successfully and with a reasonable degree of risk. .
The main features of entrepreneurship aré as follows:

\Ai] Economic activity: Entrepreneurship is primarily an economic activity because it involves
creation and operation of an enterprise as well as its expansion and growth. For all this profit

earning is a precondition.

sense it is both—science
few ground rules or princip

ii) Creative response {0 environment: Entrepreneurship is a creative response to the volatile
environment that continuously impacts its functioning. This response can be in the form of
business innovations, i.e., introduction of something new with commercial value.

Entrepreneurship is undertaken for economic gains, i.e., to eam

jii) Goal-oriented activity:
impact. The entrepreneur eams profils

profits. Also, it has an inherent goal of making a social
through customer satisfaction. _
\év)A function of risk-bearing: Risk is an inherent and inseparable element of entrepreneurship.
Anentrepreneur assumes risk in the hope of earning profits when the business turnover exceeds
its expenses, i.e., rent, salary and wages, interest and other recurring and non-recurring expenses.

owever, in pursuit of profits there is possibility of loss also.

~An entrepreneur brings together various factors of production.

fforts of all the persons engaged in his enterprise. He hamesses
re, an entrepreneur

(v) An organising function:
He coordinates and controls the €
land, labour, capital and other resources for the benefit of society. Therefo
is an organisation builder.

\Zfl) Gap-filling function: The gap between human needs and the available products and
services gives rise (o entrepreneurship. An entreprencur identifies this gap and takes necessary
steps to fill it. He introduces new products and services, new methods of production or
distribution, new sources of inputs and new markets for this purpose.

nvironment which bring

ful entrepreneur.

amely, land, labour
that will provide

( ii)ﬁ Dynamic process: Entrepreneurship thrives on changes in the €
useful opportunities for business. Flexibility is the hallmark of a success

iii) Optimum use of resources: An entrepreneur assembles all inputs, 0
und.capltal. He works on them and arrives at the most productive combination
society the much needed goods and services.

(ix) Managerial skill and leadership: The skill to manage and lead are the most important
facets of entrepreneurship. An entrepreneur must possess ability to lead and manage resources
and situations. He must be able to influence behaviour of people. All this requires extraordinary
management competence including interpersonal skills.

i) ; : s ‘_,-'E’z"'lrf._ =
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the most significant development

nitrepreneurial activity are being

INTRODUCTION -
o been described as
e world

The entrepreneurial spirit has
conomic history. Heightened levels of
al ventures having impact on th

e. Entrepreneuri
s Latvia and Chile.

far-off places such a
gnificant change in the mindset of the society.

Earlier, entrepreneurship used to be prevalent amongst some socio-ethnic groups
and the majority of educated India used to prefer working for a salary. This mindset
has undergone a change and many educated youth are turning their attention to
emerging business opportunities. Many more are opting for an entrepreneurial
venture midway through their career. Employees of many state-owned enterprises

and privately held companies are choosing to give up their jobs and start their own
ventures. Also feeding this phenomenon is the use of VRS (voluntary retirement
scheme) by many companies to help in downsizing. Many NRI entrepreneurs and
othfer overseas-based professionals are now looking at India as a destination for
setting up their new businesses. Many such NRIs have had a huge role to play i

setting up of new IT and ITES firms. In fact, OfficeTiger, one of the firsthI}’r'C:;Is1

in recent e
witnessed across the glob

economy are being set up in
In India too, there has been a si
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4 Entrepreneuﬂkf]b
man, two Americans who

y Altschuler and Joe Siegel
tual studies on the consequences

It is now widely accepted by society in general that the benefits
* tricted to entrepreneurs alone. Rather, entrepreneurs
the economy as & whole. Entrepreneurial firms
m, creating an environment where they play a
commercializing new technologies, creating

creating value by combining resources in
lling in their roles as i-_.rorld leaders, role -

up by Rand
bout India.
number of empirical and concep

in India, was set

knew very little a

There are also 2

of entrepreneurshj
of entrepreneurial activity are notres
have impact on the well-being of
are reshaping the business ecosys.te
major role in introducing innovations,
new jobs, opening new markets, and
exciting new ways. Entrepreneurs are reve

models, and heroes.

DEFINITION g S T _
Although there have been a number of generally acceptable definitions, most of
which vary alotin focus and scope, there is o official definition of entrepreneurship. -
On the other hand, increased academic interest in the entrepreneurship is bringing -

" a sharper focus on the subject. - . T : . :
The word entrepreneur is derived from

Chaea red it Sllasad sl

the French word entreprende, which means -~
‘to undertake.’ The Webster Dictionary explains that the term entrepreneur is -
applicable to ‘one who organizes, manages and assumes the risks of a business or |,
enterprise.’ The general perception of the entrepreneur as a starter of busiriesses is
reflected by the definition in the BBC English Dictionary, which refers to an|
entrepreneur as ‘a person who sets up a business.’ | .
The Irish economist Richard Cantillion (1680-1734) defined an ent-répreneui'“as
‘someone who takes the risk of running an enterprise by paying a certain price'fdf
securing and using resources to make a product and reselling the product for an
uncertain price.’ Perhaps one of the most important definitions of an entrepreneur 4
was given by the Austrian economist Joseph Schumpeter (1883-1950) in }? K g
tJ}T]ﬁe ﬁe‘wy ?f Economic Development. The Schumpeterian view of an entre r;ri:u:ris'
at of ‘an innovator playing the role of a dynamic businessman addinIg) material

growth to economic development.’

g _ Exhibit 1.1 T
~ [+ -~ - TenForces That Are Flattening the World o

ol e
srecﬁr:ts bii?spéﬁiﬁm’f W:f’ d Is Fiat: A Brief History of the Twenty-First Century, the
“ several factors or forcesi!sq riedman, the Pulitzer prize-winning author. He has described-
: developing countries like at are making the world a level playing field and enablin :
Ceveloping countries ke India and China to compete against We'stern countries. -~ g '33

e
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i
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ENTREPRENEURIAL CHARACTERISTICS AND SKILLS

As early as the 19505;'i'esearchers began looking for personality factors that deter-
mine the potential of a person to be an entrepreneur. This entrepreneurial trait
school of thought has led to interest in identifying traits common to successful
entrepreneurs. ' - _ ' L
McClelland (1961) found that entrepreneurs had a higher need for achievement
than non-entrepreneurs. Surprisingly, he also concluded that‘contré.ry to the popular

opinion, entrepreneurs were only moderate risk takers. A great deal of research on
the personality characteristics and

than 50 studies done by Timmons (1994) fo
six general characteristics of entrepreneurs:

1. Commitment and determination
2. Leadership

3. Opportunity, obsession -
4. Tolerance of risk, ambiguity and uncertain

5. Creativity, self-reliance and ability to adapt
6. Motivation to excel \ '

und a consensus around the following

how individua] demographic and cultural

rson will become an entrepreneur:éh,dfbe

view done by Bianch; (1993)
eur: o

backgrounds affect the chances that a pe
successful at the task. For example, the re

L ;indi“catés-"'ﬂi‘é
following characteristics of an entrepren '

s
T
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2. : g of SEIf-Em loyed
iellng fired frop, more thap (?ne);b s
. ElIlg an lmmlgr

ant : N
4. Previous employ O 2 chid of immigranys

. ment in a firm with more th
3. Being the eldest child in the family |

- Being o college graduate

At the same time, the business
Personaliti

dn 100 peop]e

press has devoted attention to

age has given credence to the myth that successful entrepreneurs are a breed apart.
Such press reports, and also a lot of academic kiterature, have reinforced the belief
that the success of a new venture depends largely on the deeds of a brilliant and
Inspiring superstar possessing some predefined personality characteristics.

Although it seems logical to look at personality and socio-cultural variables to
determine the likelihood of entrepreneurial success, studies based on these premises
have been able to explain only a small percentage of entrepreneurial successes and |
failures.

- These so-called entrepreneurial characteristics can be looked at to determine a
set of skills useful for an entrepreneur to possess. It is unlikely that all these skills
will be present in sufficient measure in all potential entrepreneurs. It is prudent for
the entrepreneur to take stock of what might be lacking and acquire those sk#ls
through training. Sometimes, the entrepreneur may even try to access those skills
by attracting partners or employees who possess those altributes, The eatrepre-
neurial skills are given below:

Creativity and opportunity evaluation
Real-time strategy and decision ma]dng -
Comfort with change and chaos

Teamwork o . )
Evangelicalism, selling, negotiation and motivation through influence an

S

persuasion -
6. Oral and written communication |
7. Basics of start-up finance, accounting anc? ]av:r | I
In addition to these skills, there are certain attitudinal adjustmen

fu jate the vari blems likely to emerge
as to make in |ly negotiate the various prob! :
i h ; ‘ifd;;;: 5:,1; i;::s ver}lrtureg. These attitudinal adjustments, which an
during the early

i low:
entrepreneur needs to be prepared for, are given be
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TYPES

I. Comfortable with lifestyle changes
2. Willingness to break/bend/stretch laws

3. Patience to start from the scratch
4. Prepared to make enemies

5. Comfortable with co
6. Dealing with failure
7. Willingness to learn

nfrontations -

e —

- AModel for Entrepr'ene;:rialMptivatidn :

o

OF ENTREPRENEYRS

Classifying entrepreneyrs
of entre
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- This type of entrepreneur has spe

" to their erstwhile employers.

| Understanding Entrepreneurship 17

C . LY 4] - '
lassification Based on the Timing of Venture Creation

Based on th  timi
e timing of ventu i
_ ] ) re creation .
ers, experienced and mature s enirepreneurs are classified avearlystart

Early Starters

f:;leasrgr:arter starts the Yenture with little or no full-time work experience. Often,
oy y 1 IS are i:rom business families and have participated in the family business.
An early starter is generally convinced of the great potential of his/her business
idea andlfeels that the opportunity may cease to exist if he/she waits too long. An
extreme case of an early starter would be Suhas Gopinath. He started his company,
Globals Inc., at the age of fourteen. In fact, he had to incorporate it in the USA as
Indian laws do not permit a minor to run a company:

Experienced _
nt a few years working in the family business or
in some other large company. Usually, the-venture is related to the type of work the
entrepreneur was previously engaged in. The entrepreneur brings a lot of experience,
skills, and personal credibility into the venture. Narayan Murthy got together with
other like-minded professionals to start Infosys when he was 35 years old.

Mature

: A lot of very senior pro
- to start their own venture
in their abilities and havea

fessionals, some at the level of CEO, are quitting their jobs
s. This is probably because they have very high confidence
desire to do thingsina way that may not be totally ac ceptable
Some shining examples include Ashok Sootaand Subroto -

tart Mindtree, and BVR Subbu, the ex- CEO of Hyundai

Bagchi, who uit Wiproto s
d k . t the plant of Daewo0 in India.

India, who recently started a venture that bough

cultural Variables _

Classification Based on Socio-
-cultural variables are discussed here.

Different types of entrepreneurs based on socio

First-Generation Entrepreneurs
onsists of those entrepreneur

been in business and were into salaried servi

has led to a multitude of business oppormnities, . : !
easier to set up businesses: Also, with a change in the mindset of the middle class,

t is now more acceptable 0 become an entrepreneur India has a lot of examples
of first-generation entrepreneur from Dhirubhai Ambani to Narayan Murthy.

s whose parents Or family have not
ce. The booming economy of India
and with deregulation, it has become

This category C

|
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|8 Entrepreneurship

Entrepreneurs from Business Families

Traditionally, there have been a few socio-ethnic gfoups- whc_) have dorn.matg?d the
business scene in India. Prominently, the Marwadi, Gujarati, Parsee., Smdhl, é?nd
Chettiyar communities are perceived as bu.siness. people. The Tata:s,.Blylasf Wadias, -
Murugappas, and Singhanias are all from such business communities. I.t is argued
that entrepreneurship becomes easier for someone from a-business family or from
a business community as there is a very solid support structure to h_elp_iq times of -
need. But entrepreneurial success needs far more than just-that.

Minority Entrepreneurs ' RO T B

- There are many small ethnic groups that have traditionally not ventured into busi- =/
- ness. Ithasbecome important for them to venture out and create lasting enterprises. .
They will serve as examples for the rest of their community. We must not forget -,
that the dominant Parsee community started off as a few shiploads of refugees on

- the coast of Gujarat. Distinctly low levels of entrepreneurial activity are witnessed .

among the tribals of Central India, the hill people of the North-East and among -
some socio-economically backward classes. - : : -

Women Entrepreneurs

Women as entrepreneurs have been a recent phenomenon in India. The social 3
norms in India had made it difficult for women to have a professional life. Now this .-
has changed. Progressive laws and other incentives have also boosted the presence
of women in entrepreneurial activity in diverse fields. Kiran Majumdar Shaw-
founded Biocon, which is now the leading biotech firm in India, and she is an
inspiration to many other Indian women wanting to start their own businesses,

Classification Based on Entrepreneurial Activity

Based on entrepreneurial activity, entrepreneurs are classified as novice, serial
entrepreneur, and portfolio entrepreneur. R

Novice

A novice is someone who has started his/her first entrepreneurial venture, Not to
be confused with an early starter, a novice can also be a 50 year old with over 25
years of experience in the industry,
Vishambar Saran was the Director, Raw Material for Tata Steel, when he quit
after working in the steel industry for over 35 years. He leveraged his vast

experience to start his own venture, Visa Stee]. Starting from scratch ten years
back, the turnover of the company currently stands at over ¥ 400 crore
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Umfers!a nding En trepreneurship 19

Serial Entrepreneur P _
A serial entrepreneur is someone who is devoted to one venture at a time but ultimately
f starting that excites the starter. Once the business is

d think of selling and moving on

_starts many. Itis the process o
- established, the serial entrepreneur
Rakesh Mathur, an alumnus of IIT Bombay, has st
which enables easy offline surfing of the net. This is his latest venture i
ssful ventures with great names such as Armedia, Purple Yogi and Junglee.
tures before moving on to the next one, his most high-profile

Jee, which he sold to Amazon. i

arted a firm called Webaroo,
n a series of

- succe
~ He sells off his ven
sale being that of Jung

It may be a strategy
ly excited by a

Portfolio Entrepreneur
mber of businesses.
tween

A portfolio entrepreneur starts and runs anu
of spréach'ng'risk or it may be that the entrepreneur is simultaneous
variety of oppornmities._Also, the entrepreneur may see SOme synergies be

the ventures. ) ' s '
Once a poor immigrant, Li Ka-Shing got hi
the conglomerates Ch

ur

s start selling pIaSIic flowers in Hong
eung Kong and Hutchison Whampoa.

s. He owns
rgest operator of container terminals, a major

Kong in the 1950
Li is the world’s Ia
ider, a retailer, and a real estate developer.

Through them,
supplier of electricity, a cellphone provi
n Canadian oil company Husky Energy-

He also has a $10 billion stake i
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‘1}/301‘14: OF ENTREPRENEURSHIP IN ECONOMIC
DEVELOPMENT

Entrepreneurial activity can be viewed as an engine tl?at moves a nation t
progress and prosperity. It remains the most important input 1n the CCO{IOITIIC . S teritie
a country or region. Also, the number and competence of entrepreneurs IS crucial to- € cnz -
pace of economic development. Nevertheless, entrepreneurship emerges as a dynam_lc need o
a developing economy. The following points explain significance of entrepreneurship:

owards economic
development of

\Ai) Contributes in economic growth: Entrepreneurship results in GDP growth of a country
by building up its production and distribution capacity. All developed economies of the world
thrived on entrepreneurship as the substantial portion of their GDP growth can be assigned to
the efforts of small entrepreneurial initiatives requiring petty investments and creating small
employment opportunities. However, when put together in the context of an economy, it became .
4 mass movement.

¥t Wiser procurement and use of resources: Being an owner the entrepreneur is responsible
for success or failure of his venture. In the initial phases when he works on a thin resource
base which he knows, if not employed diligently may ruin his dream of sc
OPEr-ations to become bigger. At the same time, he always behaves sm
reminding himself that bearing risks and suffering losses is a pre-

An entrepreneur, thus, always focuses on optimum use of resoure
€conomic growth.

aling up business
3 artly by constantly
condition for eamning profits.
es. All this results in g rapid

ﬁ) Organis-e; factors of production: Entrepreneu:ship co

acoiI;r, d;najg:inal, capital, skill and talent and combines them intq a useful ec i i

et t:l ng about_the type and quantum of each factor of producti s PRy
Y to buy, requirement of business and price of each in vl oviewing his

veloping an economically viable combination of these factcrg.u:;in:,d Creative brain leads in
production.

mbines al] T€sources, i.e., land

iv
u:ifezzefl;atets_ emp.lI(‘:hyment: An entrepreneur hireg services
nctions. This act of recruitment go
e .
Unemployment and poverty faced by any ecgnofn: long e solving the basic problem of
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12 Entrepreneurship Development ____‘_‘
%') Creates demand: By introducing new product concepls, an entl_'eprcncurrcremes _demand,
Working on his intuitions while assessing market environment, he arrives at a firm belief that 5

. He sees great potential for tapping

articular need has been going unattended for a long time. .
Fhis demand with the supply of appropriate products. These products are completely new jdeag

or an improvement over the existing ones. |
Véi) Establishment of enterprise: This is the final stage in the maki.ng of a busme.ss. WI.IEn
all backgi‘ound work is complete vis-2-vis resource procurement and their arrangement II'IC'l.ldmg
capital and hiring of suitable workforce, the business dream comf:s true and the enterprise is
ready to perform. A similar effort by a group of people creates an industry and when a number
of industries brought up by entrepreneurs operate simultaneously, it pushes the economic system
of the country. All this is possible with the collective efforts of numerous micro, small and

medium sized organisations.

J/ii) Capital formation: As the entrepreneur, sets up a new enterprise, he puts in money in
bringing various resources—men, material, machines and capital which are used to undertake
the production and marketing of products and services. The profit so earned is ploughed back
in business for making it bigger. Secondly, capital is formed through public investments in
the enterprise by issuing shares and debentures. These public savings are mobilised to boost
the production and distribution activity. This increases the rate of capital formation which is

essential for rapid economic growth.

.Ariii) Improvement in per capita income: An entrepreneur, after assessing the environment .
regarding use of opportunity converts the inactive business resources like land, labour, money
into goods and services, thus, increasing the Net National Product and Per Capita Income in
the country. These two figures are important indicators of economic growth.

ﬁ) Balanced Regional Development: The entrepreneur is ready to open his new venture
at places which may result in some locational disadvastages in terms of distance from home,

erratic supply of power, under developed market for supply of raw material and a grim law

and order situation. The reason for such sacrifice obviously lies in his financial capability to

set up business at a more favourable location, However, a number of special privileges and

lcnncessions offered by the state government set off such locational disadvantages. Al this

bez«:gzct:dr;?drzsf:};egreneurs cstablishfng their pmducu’on units at these locations facilitating a
f evelopment of various regions,

X

) Impro ivi .
Servingpthevfnl:f;“t il:'elwlﬂg standards:  An entrepreneur works lirelessly on new ideas for
better choices to fihc :LZ:;)remmg*g scarcity of essential commodities and offering newer and

Lo ‘ustomers. His innovative brain is constantl { in simplifying the
omplexity in the product and service usage. Y engaged in simplifying ¢

xi) Economic | .
entrepreneurial a::?:i?;mll:nce: Self-rchzmc.e of a nation depends upon the scale of its
i cts Whill; eng:c::m]:y where indigenous business is offering substitutes for

BINg In exports of goods and services, would produce for itself a

Positive Balance of P
_ ayment situation . ic i
strengthened through self-reliance " camonug PSR opendeee
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— I Entreprencurship—Concept and Relevance 13

\gm/) Backward and forward integration;

An entrepreneur initiates change, bringing a chain
reaction, backward as well as forward. He s B e

- _ . C ets up allied businesses that scale up the business
activity and result in economic efficiency. For example, a handmade paper product exporter

integrates bacl::wa:d \?.thn he purchases paper cutting, punching and folding machines for in-
house production. This new linkage gives a major boost to his business.
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Entrepreneurship—Conccpt and Relevance 17

1.5 S{GNIFICANCE oF ENTREP
PDIAN woii, OF RENEURSHIP FOR

India can be described as a newly industrialised economy and still a developing nation. The
occupational structure of the country is marked by a rapid shift from primary sector to secondary

and tertiary sectors. It is the second most populated country of the world with huge percentage

of younger population below 35 years of age. However, the country still faces big economic
challenges of poverty and unemployment. Clearly,

rapid entrepreneurial activity can provide the
much neeqeq push to the pace of economic development by creating huge job opportunities,
thus, alleviating poverty and unemployment. Indi

} ore a is the cradle for the oldest civilisations of
the world which takes pride in introducing scienti

fic cultural, moral and spiritual advancements
to the world. Yet, the country suffers from several social and economic roadblocks. Lack of

entrepreneurial opportunities for rural youth and absence of congenial work environment for
women is largely responsible for slow rate of economic growth.

Concept of entrepreneurship remains unchanged irrespective of the state of socio-
economic development of a country, though its relevance may differ. A developing economy
characterised by presence of a large proportion of younger population, rural poor and
economically unproductive woman is a clear case for the removal of these stigmas through rapid
entrepreneurial activity. Problems of poverty and unemployment can be adequately addressed
by the creation of job opportunities by micro, small and medium businesses. This takes in
its fold the advantages of women and rural entrepreneurship, rapid innovation, optimum use
of resources, capital formation and the younger generation coming forward and taking risks
inherent in initiating the industrial activity. ;

Entrepreneurship is the panacea of all economic evils in a developing country like India as
it plays a pivotal role in fostering economic growth and development. In an economy marked
by the above mentioned features. entrepreneurship can help solving problems related to:

0 Employment generation: India is still struggling with the problem of growing
unemployment, particularly the educated unemployed. Whatever employment opportunities are
available today, can cater to only 10 percent—15 percent of the total number of unemployed.
Indian government sector has reached its saturation with very little job creation and filling
of an existing vacancy for a very long period, i.e., 25-30 years till a government servant
tetires and a new vacancy re-emerges. On the contrary if for example, every year 50,000
tntrepreneurs start their own -ventures each employing 30—40 people on an average, they
Create 15,00,000—-20,00,000 netw- jobs every year besides 50,000 jobs for themselves. As these

30,000 enterprises grow with time, they hire larger number of people providing both direct
and indijrect employment.

\/ﬁi) National production and national income: National production is the total qt'lantlty
of all goods and services produced in a year for the purpose of domestic consun.lptlon as
Well as for exports. National income is the money value of these goods and services. Th:t
°mand for domestic production is ever increasing with increase in population. S‘m'lgﬂfy‘ ?zfoc .
®mand can also be expected to grow with time. These upward trends create a nee Orme ngml
Mumber of entrepreneurs to meet the increasing demand for goods anfi services. An incre
etrepreneurial activity, thus, increases the national production and income.
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' - - : is the outcome of industrj,

i) Dispersal of economic power: Lconomic power of a Lho:lpr;)fg;q Py ecom,m;l
i ic power hi .
cial activi entration of economic po . _
nd commercial activity. Concentra . mation of manopolies, Or -
I:ictivily is controlled by few industrialists, thus, Ie::;:llng |l0-gt26pgz:| (;f igso; siall dnd e
ic activi indertaken by a la _ . - '

ary, the economic activity, when 1 _ ying that largo nage
i?zlt(llaeyntrepreneurs, it facilitates dispersal of economic po‘wt;,)ri -;m;’:sil (;gf econ(}mjgc o ;lq]
wealth is shared by an equally large number of cntrcp‘rcneu:-b. | Sp .

| i a nation.
a positive sign indicating healthy economic growth of a

iv) Balanced regional development: When the number ot'en!l'ﬁl)m”fﬂl'; fii::sla ‘::]':l‘]g ’l?ul:;]?f:,
e lik d across all states, cities and towns contrary to a le‘ y ol g r
'thncri::;?r]::l}\e{jyfn:ot‘:g T‘onvenient geographic locations. Gcogl'ﬂPh'Cﬂ]_?OSLE?{;‘:‘L"J:&? r'i';e:IS‘:zcs
L . # . I'|
fvas a major hindrance to growth till late .sixlies when ?0 [')en.erlt'llofrul:r:ivli!fyl‘ lprommc[; s er:;
located only in six Indian cities. The widespread entrepreneurial

growth of all regions by offering employment (Jppor'ltluﬁtigs and facilitating infrastructyrg]
development.

Harnessing yoush power: India is a country bestowed with lrcmt'andous yout.l:hpowcr
as more than 65 percent of its population is below 35 years of age. For' a CUUI'III:y wi ! more
than 125 crore population it means a huge number nearing 82 crores. This VOIUI'_FIITIOIIS' iman
resource, if adequately trained on variows skills and groomed for en[r.epreneurshlp L‘dfl be a
powerful force towards eradication of plethora of social and economic problems. With the
objective of harnessing this youth power, the Governmen( of India hn-s recently launched (he
National Skill Development Mission setting a target for skilling 500 million youth by year 2022,

\gé) Contribution by women: Femalc entrepreneurs encompass

entrepreneurs worldwide, Women entrepreneurship scene, however, is more disappointin g in the
case of India. Countries like Turkey, Moroceo and Egypt, Zambia and Sub-Saharan Aftica have
out performed India which has g very low women participation even in small scale industries.
As per the third All India Census of small scale industries only 10 percent to I1 percent of
micro and small enterprises were owned by women and only about 10 Percent were managed
by women. While (he number of women siness is incrcasing globally,

women in India continue to face huge obst € growth of their businesseg These
include lack of capital, limited time and serious socig] constraints,

vii) Contribution by rural Population:  Gandh; ji has rightly said
India being 4 country of villages accommodating more ¢ ulation
offers Ir.emcn(‘fous scope for endlesg Entrepreneurial activi Y ranging from beauty salons to small
pr'odut.:llon.unlts, dairy farming, grocery stores and BPOs. The locyf entreprencurs now ¢

- of various Incentives offered by the government and toncerned ministrieg
would lead 1 the growth and development of micro, small gnd m
research an( deVClopment, quality impy, isatior
?,n.d welfare of the small and medium €ntrepreneurs, The Entre

fOgramme of the Minist 0, and Medium Ep
ussnst‘ance for establishme institutiong stre d
and for SUpporting enjre skifl‘ ‘dcvelnf

approximately one-third of gl

and skills

India lives in jts villages™.
an two-third of jts toqq pop

an avail
and departments. This
edium enterprises through
and training, market promotion -
preneurship Skij) Development
lerprises aims at providing financial

thening (he infrastructure of existing EDIs
pment activitjeg,
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iii) Rich cultural heritage and entrepreneurship: Ma : -

- other countries may not be able to ip. A Croym al—Z:i uge scope for cntrcprenleurshfp that
a clear competitive advantage in these i _pare 10 rest of the world, India possesses
; - yaniage mn these industries. For example, if professionally pursued,
businesses _]Jke yoga traming, water harvesting, ceramic art, pottery making, handmade paper
manufacturing, heritage walk, organic farming, street food and green building construction can

offer a competitive advantage to Indian entrepreneurs.
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30  Entrepreneurship Development — 3

NEUR?
1 WHO IS AN ENTREPRE ‘ , o
\/2: - 18th century that the word cn[re-prencur was apphe.d n
reneur is viewed in various ways. These viey
entrep an organiser and an innovator,

It was only in the beginning of thcm
economic sense. Since then,l the ter e boarer,
identify and explain an entrepreneur a

He defined entrepreneur as “an agent who buy_s fachtors ?rtl'tgrgdu::;:;::: t(]al-ld'
b, eigil, ot Is, etc.) at certain prices in order to combmel them i p with
 viom 1o el it o o :mce;-tain price in future”. Cantillon gave example of a farmer wh,
; vxe:u[tissgangr; x'anncomes, which are certain, to the landiords and the ]ablc:urers 1and sells
iiy:grjcultural produce at prices that are uncertaif]. He furthef' states éha:i H::;C ain;snz-:grzs;e
certain payments in expectation of uncertain recelp.ts. According to Can ! a] it r
consciously makes decisions about resource allocation. A smart entrepreneu y or

the best opportunity of using resources for high commercial gain.

\/J.B. Says’s Entrepreneur—An Organiser

J.B. Say (1767-1832), a French economist and wealthy industrialist developed the concept of
enurepreneur which survived for two centuries. According to Say, an entrepreneur performs
three basic functions — organisation, coordination and supervision. An entrepreneur is one who
combines the land of one, the labour of another and the capital of yet another, and thus, produces
a product. By selling this product in the market, he pays interest on capital, rent on land and
wages to labourers and what remains is his profit. Thus, Say makes a clear distinction between
the role of the capitalist as a financer and the entrepreneur as ap organiser. He further elaborates

that in the course of undertaking a number of complex operations required and expedients to
be devised, three more implicit factors are deemed to be essential:

() Moral qualities for work judgement, Perseverance an
business world.

(i) Command over sufficient capital,
(iii) Uncertainty of profits,

d knowledge about the

Le., Innovanoﬂs A \
" Ccordjn Stltutmg New combinati
Production may oceyr by: 0 Sc Umpeter, Introduction of new col::abll:::::i?;::ls Offp;OdUCﬂOﬂ%
' ' s of factors o
(IJ Inr.l'OduC
INg new py
() Instigy; Products in the Market

1y DISCovgn ne Market,
a .
CrEatingo gb "‘Llﬂppmg 3 New source of raw materi
"8 AMO0DOlY position by gur - o112l Supply
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gchumpeter also made a distinction between an inventor and an innovator. An inventor is

iscovers new . \ i . .
one Whﬂ_‘ dls_ methods and new materials and an innovator utilises inventions and
discoveries 1n order to make new combinations,

 functions—risk bear: N S0, Schumpeter’s entrepreneur undertakes
three basIC . orson wh Stri caring, organising and innovating. Thus, an entrepreneur can be
defined as "a p Who ES.to Create something new, organises production, undertakes risks
and handles economic uncertainty i

nvolved in enterprise”.
R —
- TIONS OF ENTREPRENEUR
“An entrepreneur searches for chan

- : ge, responds to it and exploits opportunities. Innovation is
) :le:gs;:gf tool of an entrepreneur; hence an effective entrepreneur converts a source into a -

- Peter Drucker

“Entrepreneurs take initiative, accept risk of failure and have an intemal locus of control™.

— Albert Shapero =

- “The term-entrepreneur may be properly applied to those who incubate new ideas, start
enterprises based on those ideas and provide added value 1o society based on their independent

initiative”. _ — David Holt
= 'Entrep{eneur means an individual or a group of individuals whether engaged in any business
for profit or not”. : : " — Livington

\/2.1.1 Classification of Entrepreneurs—Pure and Non-pure
Entrepreneurs

Pure entrepreneurs are ones who create a venture from the raw material of their own ideas

and hard work. They are always treated as celebrities as they nurture an idea into a successful

business with their instinct for opportunity, sense of timing, skill and hard work. Others who

takeover the business after the founders retire, die or sell out and who continue to build it up
through innovation may be called non-pure entrepreneurs. In developing economies like India
the scope and need of non-pure entrepreneurs is higher. In such countries entrepreneurship is
considered as a form of labour which tells rest of the labour what to do and how to get things
done. The distinction between pure and non-pure entrepreneur may not fit into the concept of
entrepreneur as presented by Schumpeter according to whom entrepreneur exists only when
factors of production are combired for the first time. However, Ricardo’s theory states that
entrepreneurial ability is an independent factor of production and profit is the reward for
entrepreneurial ability.

\%{ WHAT IS AN ENTERPRISE?

From previous discussions, it is clear that an entrepreneur is a person who starts an enter;:;n;f;
and the process of creating an enterprise is called entrepreneurship. Here, cnt.rcgrm;)ffllritlil o
actor and entrepreneurship is the act. When the actor and ac.t P‘“fff‘}”“' c?utcome ;Smwm duce and
enterprise. In this sense, enterprise means a business organisation .that is flo:Jrrm:ent b;) O bilising
distribute goods and services. An enterprise contributes to economic devel Opf:come £ gatian,
capital and other factors of production, creating jobs, and raising per capital
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preneurship is the ‘act’ and ‘enterprige is

In Figure 2.1 entrepreneur is the ‘actor’, entre
the outcome of the actor and the act.

Mobllises capital and the act .
Entrepreneur | other factors production |Entrepreneurship| The actor + the act E:I:Jl:cﬁ}rrr:?
(actor) and applies innovative (act) )

skills on resources

Figure 2.1 Relationship between the Entrepreneur, Entrepreneurship and Enterprise.

2.2.1 Features of an Enterprise

The main features of an enterprise are as follows:

(i) A business organisation: An enterprise can be run by an individual or a group (_)f people
making collaborative efforts to achieve certain goals. It may be in the form of a proprietorship,

a partnership or a corporation.

(ii) An enterprise involves complications and risk: Setting of enterprise requires innovation
in the form of use of new and untested technology or launching product into new markets or
using new combinations of raw materials. All this needs boldness and courage and involves
element of risk. Despite of best efforts there is chance of failure. This is the reason why not

many people take up the initiative to set up an enterprise.

(iii) An industrious activity: An enterprise is the outcome of hard and tireless work
requiring dedication and a problem-solving approach. There are periods of disappointment
and hopelessness compelling many people to withdraw. An enterprise emerges when things,
people and situations are effectively managed through clearing ambiguities, meeting challenges

and taking actions to their desirable end.

(iv) Willingness to take up new ventures: After an enterprising spirit is ignited, it changes
itself into an ongoing activity in a volatile business environment. Enterprise is a constant search
for disequilibrium in market situations and an attempt to rectify them. An enterprise involves
hazards and needs utmost caution, though highly rewarding if continued with a similar zeal

and commitment.

-(v) Sol?es pmblemsr in new ways: The basic purpose of forming an enterprise is to apply
Innovation and creativity, dare to think and do things that were not thought of or performed
p;zw_/:iously. An enterprise aims at presenting answers to socio-economic issues through value
addition, ' '

(vi) A systen.mtic and purposeful activity: An enterprise requices high level planning and
:gslt;gdybmatimg, sound organising, ef"fecrive_ directing and controlling skills, Personal traits
ey n)]f ! r::a ;:ngprcgfur to deal with enwr'onme.ntal challenges and internal situations are
e Sp " an. e[l::a e and complelpentar.y m_terl inkages between these functions are crucial
el e s;;?::o:::ﬁ :m;m;) IObJBC[lVBS of an enterprise are to earn profits and
(owards GDb geny problems of unemployment and poverty and contribute
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(vii) Involvement of StathOIderﬁ An enterprise is created with the collective efforts of
various groups of people with the €ntrepreneur holdine

efforts he succeeds in bringing togethe, :
at a common. platform and coordinatin i

g8 TYPES OF ENTREPRENEUR

Anyone who identifies and understands market E4ps, recognises these gaps as lucrative

gh his innovative Creations is an entrepreneur. Based on this
can be of the following kinds:

Innovatir.lg entrepreneur: Commonly foung in developed economies because of heavy
induslri-'l'ESﬂthn, thiS. type of entrepreneur ig characterised by quick assemblage of market
information, aggressive €Xperimentation and g clever combination of factors of production.
He is fast' in introducing a new production technique or a new product or entering a new

, he raises funds, assembles factors

\.?f) Adoptive or imitative entrepreneur: This kind of entrepreneur adopts tested and
uccessful innovations introduced by innovative entrepreneurs with minor or no changes. An
adoptive cntrepreneur, thus, does not innovate, rather he imitates the technology created by
others. Such entrepreneurs are required in underdeveloped and backward countries as they
contribute significantly to their development. Imitative entrepreneur helps in improving the
System with limited resources available. However, he faces lesser risks and uncertainty than
innovative entreprenéur. He is more an organiser of factors Uf_ production than a creator, but
in a poor country that is attempting to industrialise, he is certainly a poFcnt change-producing
figure. He can set in motion the chain reaction, which leads to cumulative progress.

iif) Fabian entrepreneur: He is least innovative or open to change in the current set up of
his work. He also lacks desire to follow the new business methods introduced by other forward

looking entrepreneurs. He is shy and lazy and too much stuck with traditional work practices
and customs. Fabijan entrepreneur is risk aversive and prefers to follow the path already taken.

(i) Technologist entrepreneur: This type of entr‘epreneur is a le_chnic.ally quallﬁerg rE:rI:?al;
€ager to enter field of business. The basic reason for him tc; start a business is tokrca£ c?v mereial
benefit of his technical invention, discovery and enterprise. Howe\_zcr. .he lc{zu: ns; k nomdug[ion'
b.“Siness and after raising necessary capital, he seeks expert advl;c;: mtfj ltr:nsﬁ; n;;  lcn
Marketing and other areas of business. His success depends on his ability

kn Wledge into ongoing production and regular marketability.

: t each other’s
‘o gt : They co-exist and complemen ol
ivi institutional entrepreneur . . . 1 re limited,
effuIrtl.]sdtl:l dulalgan;icope of business. When the business is small and m;a opgmgsrr:f; s with
enlarge . ion i h area. Each ¢ .
., . : ; 1 intervention in eac A 2 ble
“an indjyj ges it with his persona e e r is quick, flexi
the Iarl: ]Stuaz) nt];gitt’ion by small entrepreneurs. An individual entrepreneur is q
gest con
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S
for him to institutionalise the

lop a group of entrepreneurs,
sation of business, it now
ement a complex network
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) e ® ecessary
and skillful. As the business grows 1n SIZ€, it becomes 7

s to deve
business by formalising its systems and structure. tfihl;ainstitutiﬂﬂﬂli
though he still remains at the helm of affalrs. Wi o to impl
becomes easier for him to meet new business challenge |

of decisions. such type of entrepreneur.

. : inesses nurture .
vi) Entrepreneur by inheritance: Famﬂ)"o"""f:d busine business techniques and -

rnin
The successor in the family may become entreprenci by ]easur:cied in the line of business.
skills. As he grows, he is trained and groomed by the family to

: is generally inherited
In India, the number of such entrepreneurs is very large as the business 15 £ d

by one generation from another. '
vii) Serial entrepreneur: The objective of serial-entrepreneur IS to dc\;‘f'::l?g-::?l::::zﬁ a;'tlar
selling it later at profit. He creates business, successfully runs it er some {1 e i y
when the business expands into new markets and reaches JFS prime, he sells it to cultivate
high profits. After making a sale, the serial entrepreneur again Ia'unches and expands anoth‘er
enterprise to sell it for a profit. The same practice is repeated at intervals to make substantial

jz'ns. Serial entrepreneurs are quite popular in developed nations:

iii) Social entrepreneur: He is the most desirable kind of entrepreneur as he brings about
social progress combined with economic development. Though each type of entrepreneur serves
the society through innovation and value creation, yet a social entrepreneur is known for his
utmost commitment to social transformation. He observes and analyses social problems and
sets up his vcntl.lrc to offer solutions to such problems. Though he makes monetary gains and
sustains the business, he considers elimination of social evils as true reward for his efforts.

24 ENTREPRENEUR AND MANAGER

Quite often an entrepreneur and a manager are considered similar
o_vcrlap In most cases. In small firms, the owner acts as manager too'
differences between an entrepreneur and a manager. These are as foil

)] Ir.movatiun: An entrepreneur is alwa
new ideas. On the other hand
maintain status quo,

The roles of two ma);

But, there are important
ows: ‘

(ii) Venture creation:
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(v) Gtatus: An entrepreneur is hig own
manager is an employee and dependent

. cation: Formal education ; .
(vi) fg:preneurship " moreuf:zt;:m Is morfa Important for a manager than for an entrepreneur
asre:ﬁvity in real life Situations Cﬁ?:d wnt} generating innovative ideas and application of
c . . ever, formal i
* mplle entrepreneurial personality, education grooms a person to become a

boss and enjoys an independent status. In contrast, a
on the owner.

(vii) Continaity:
marketing and hum
and keeps on re-ap

aA rr;at}ager is Coordinating variables related

n relations. Ap entrepreneur initiates ckange
Pearng on business scene to introduce chang
(viii) Change:  An entrepreneur initiates

change, and th
on the contrary, adapts change. He o « e i b Chanzz, called a change agent. A manager,

to production, financing,

in various business functions
es.

24.1 Environmental Interaction

An entrepreneur being a change agent is ca i i p
: pable of taking environmental fac ‘his si
rather than himself surrendering to them com y e oo

- pletely. A manager judges the enviro
and adapts management practices based on thi T ey

: s judgement. An entrepreneur interacts with
env:lronment to the extent of influencing and changing it in a manner that suits his business
needs. :

2.4.2 Overlapping Roles of Entrepreneur and Manager

An entrepreneur launches a new enterprise whereas a manager deals with day-to-day affairs
O.f an on-going concern. However, the roles of entrepreneur and manager overlap in many
Sltual_ions. An entrepreneur starts an enterprise and .uses managerial skills to implement his
Creative ideas successfully. Simiarly, a manager applies entrepreneurial skills to manage change
and innovation and to effectively deal with uncertain external environment of business. Rather
than relying on a rigid and process-based routine, he should prepare himself to handle change
and innovation. These differences are highlighted in tabular form and are shown in Table 2.1.

TABLE 2.1 Entrepreneur vs Manager

-..._._B_‘E” Entrepreneur j e Manager :
Venture An entrepreneur starts an enterprise and runs [ A manager works within an enterprise already
it. He creates an organisational framework | set up by the entrepreneur. He operates within
S after defining its tasks and roles. an existing organisational frame work.
Innovation Entrepreneur is another name of an innovator. | A manager being an employee of the business
He always works towards finding new and | is more concemed with running the enterprise
' k more creative methods and products. on established lines on a routine.

(Contd...)
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bears T
ic | A manager . oaid employee of the
takes risk of economic inties. He i paid employ
Risk-taking | An entrepreneur the business uncerta + s a st -keholder.
inti wns - s D —
uncertainties as he © business e oyec of business i

in
and thus, | A manager be gn dent upon the entrepreneur.

—
iness, depe
eur owns the busines more dep
Status An entrepren always wances arc the reward for a

enioys an independent status. ] o : |
joy for risk taking. However, Salary an o a fixed s alary irespective

Profit is the reward manager. He

Reward . o
it is always uncertain and fluctuating of business profits. :
] or adopts change introduced by
Change An entrepreneur mluatcSH - also called | the entrepreneur- He 1 rorward change
i : is i 1 W
change through innovation- T2 implementing and carrying 10 g
a change agent. on routine basis. _ :
i ivated by incentives an
X " A manager is motiva . )
- eur is motivated by profits and | A ) otivates him
Motvation Ans.;z:lr;p:;ire to bring improvements in | fringe benefits. His work also m
a
society through innovation. to perform. - : o g
s imasinali 's job requires I
s Aall 's work requires imagination | A manager's Job T p
Rationality | An entrepreneur's q more than imagination and creativity.

and creativity. Many times his day drean}ing
and intuition overtakes pure rational thinking.

2.5/6‘UALITIES OF AN ENTREPRENEUR

There is no standard profile of entrepreneurs. They differ in levels of education, age, gender,
income and experience etc., yet they share some common traits. An analysis of personal traits
of successful entrepreneur shows certain common characteristics found prominently in them.
The principal ones are stated here:

(i) Energeti'c personality: An entrepreneur exhibits a high level of energy than an average
person. He is always agile and possesses a mercurial temperament. While working for long

hours, he spends a large portion of his time i i '
oy ge p ime in finding out novel ways of getting the set tasks

i) Preparedness to take risk
take calculated risk. In

o pie ing that the business may fail
‘/1 nce, but plans diligently to win over the risks, ¢co " OBS. Bt e O Lo fings b0

in_ himself, respects his
- - This positive self-image
h : perception: Ide :

impossible are seer. gg workabl:sa?]r;d ‘;{(:IUHDHS that normay|

who a sdan: rth i :
and _lwa.ys identifies opportunitjes in the mPplementing
Situations, analysing relate d et €nviro

Y People quote as ypj i
unima
¥ an ent . ginable and

. ment. He ‘Al s
nd identifying thejr oK i u
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ourage to take initiative:
Vé) (1:1 o E:ven oder o elc:s X Ap entrepreneur always leads, motivates and provides guidance
to others. p usiness situations he refuses to give up or remain an onlooker.

Hc bﬂunces bac}cf meets the Challenges ﬂnd y i Uo ]E[
man tlm i i
: I 1] i €S dares tO VlDlate Ihe status q g !

¢i) Being own boss:  Tendency 1o epi :
oy fr i fon i :
trait of an entrepreneur. Since he hag JOy Ireedom of expression and action is an important

. an i : . : o
is always searching for liberty vis.3- nherent aversion to imposed working conditions, he

and methods. He is a self-styled indiv;éza?ifvhwork TChedule. oo bous; WOtk B tons
g : 0 evolves his o is.
passion for independence creates scope for creativity and inngja::(::k system and culture. His

i) High achievem o .
\(yﬁ) 8 ent need: It is the need for achievement and accomplishment that drives

an entrepreneur to take up the role, He bel; _
2 - elieves in excelience, self-reli o s

G . , self-reliance,
challenge. His inner spirit always activates him to strive for success responsibility andl

ii) Desire for re ihilitv. .
anlclll)u'ics to changsep?f?:rﬂ) ll;;y. An entrepreneur shows willingness to take charge of situations
esponsible for the su Sk ‘f”“lngl)’ puts himself in situations in which he is personally
p ccess or failure of the operation, and thus, takes full credit for its success

or accepts full blame for its failure. He takes responsibili
where no leadership exists. ponsibility to solve a problem or fill a vacuum

M Ex‘;:ellepf organising and administrative skills: Despite severe resource constraint and
othcf a v-ersmes, an entrepreneur makes his way to perform well. He possesses wonderful quality
of directing resources towards most productive use. Further, he exercises his entrepreneurial

skill:s to tr:gin and develop people as valuable human resource. He directs and motivates them
to give their best to the organisation.

\,({]‘ Technical knowledge and willingness to change: Economic growth of a nation d;epends
upon constant technological up gradation. A successful entrepreneur always adopts and utilises
new and better techniques of production and marketing of goods and services. His technical
background also helps him manage change within the organisation.

(x1) Ability to marshall resources: An entrepreneur mobilises resources at reasonable cost
and time and guides their use for the attainment of organisational objectives. These resources are
put into the system continuously to meet quantity and quality targets. The types of resources to
be taken care of include human resources, money or capital, materials, machines and technology.

ii) Innovation: Every entrepreneurial action and decision contains an element of creativity
and innovation. Creativity is the ability to develop new ideas and to discover new ways
of looking -at problems that are perceived as opportunities. The application of creativity to
Opportunities aims at enriching lives of masses. To be successful, an entrepreneur has to out-
Create and out-innovate.

iii) Value creation: An entrepreneur is always occupied with finding ways to provide extra
benefit to the customers. For this, he combines resources in new ways which also- improve his
competitiveness. Ability to introduce product differentiation and to create additional market
valpe are significant traits of an entrepreneur. :

Change is the essence that keeps a business going.

(Xiv) Overcoming resistance to change: .
; for improvements. He anticipates change

N entrepreneur embraces change and creates scope

Scanned by CamScanner

Scanned with CamScanner



38  Entrepreneurship Development — ]

) nd when it occurs. Wi
much in advance and prepares strategy to cope up with c}!ange ast :l Sppoctities wellg;
his proactive approach to change, he makes best use of environmental Op

meets environmental challenges.

: itive spirit. He.
v) Competitiveness: An entrepreneur possesses an unbelievable competitive spirit. He. jg

> .
i ucts and
\/gways prepared to compete with the existing producers by offering bettc;' ?;gﬂlg " irljﬁs_
In order to maintain a competitive edge in the market, an entrepreneu es himself ip

ntinuous product improvements.
Ej(:\'i) Dependability: As a stable and consistent person, an entrepreneur dcve]of!:bs LhFdhab‘t
of standing firm on his decisions. This attitude helps in infusing a great amount of confidence

among workers, suppliers and customers. They are willing to cooperate with him in enlarging .
e scale of business operations.
/ (xvii) Flexibility: A successful entrepreneur after weighing the pros and cons of a decision
tends to change it if the situation so demands. As an open minded and adaptable person, he
does not hesitate in revising business decisions in the light of circumstances.

2.6 FUNCTIONS OF AN ENTREPRENEUR

The difference between an entrepreneur and others is that most people believe
in adage. ‘seeing is believing’ but entrepreneurs are convinced that ‘believing is
seeing’. —Vishal Sikka

(CEO, Infosys)

An_enlrepreneuris considered catalyst of economic development and socig] reform. He integrates
various factors of production, i.e, land, labour, capital and enterprise to get desired results, These

gi‘::;:ﬂg;l tingf maﬂfﬂ Opportunities:  An entrepreneur can perceijye market trends, analyse
people The:elzorm:no.n e understand emerging opportunities that escape attention of other
g Vilsionary m}:gm unities e::ust in the fonp Cff needs, deficiencies and social problems. He °
suppliers and j passesses immense convincing power to Persuade customers, emplovees
Nd investors to stand in support of the venture, Opce Opportunity js Ca'-{f\fedpou't ht‘:

Identifying needs and
problems of Society
Perceiving needs and
Problems as opportunities v

Y

Finding apd implementing
Crealive solutiong

Figure 2.2 Entrepreneuﬁq] Pracess
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The popularity of E:CUMEI‘CG can be assigned to the market need for a hassle free and
quick purchase. SPFCEal deals and offers combined with competitive pricing make it even more
atiractive. Clearly it is about identifying ang acting upon a latent need.

(i) Generating business idea: Ap entrepreneur conceives a valuable and practical business
.idea requiring a lot of mental exercise and creative behaviour. He starts worki ng on the idea with
curiosity, patience, passion and o

pen mind, Before finalising on a business idea, he ensures that:
(a) The idea is capable of solvip

(b) The idea must relate to a by
social demand that is not

g an existing problem in the market.

siness problem in the form of an unfulfilled need or a
yet identified.

(c) The need though identified is not fully met or has been met unsatisfactorily.
(iii) Converting the idea into reality: Before zeroing on a business idea, the entrepreneur
must undertake sufficient research. He is a drea :

, : ! mer who does lot of ground work before
taking a plunge into his venture. Once confident about feasibility of his idea, an entrepreneur
proceeds for: ‘

(a)

Gathering relevant information and expertise related to the techniques and tools
required to design the product or service.

(b) Acquiring necessary skilis to actually handle the product or service.

(c) Studying the socio-economic environment of the market where the product or service
is to be introduced.

(d) Organising human, physical and other resources for producing the product or service.

(iv) Arranging resources: The entrepreneur identifies and assesses the resources that are put

into the system in terms of their quantity, quality, cost and assurance regarding an uninterrupted
supply. These resources include manpower, money, machines, material and technology.

(v) Supply of capital: Usually, a major portion of initial capital of a new enterprise is
comprised of entrepreneur’s own funds. This is so because it is tough for him to borrow funds
on account of lack of collateral and the risks associated with a new venture. Due to lack of
collateral and the economic uncertainity attached to a new business, financial institutions are
“not ready to lend funds. However, entrepreneurs these days are approaching the seed investors
and the financial instltutions to raise ‘risk capital” for their ventures.

(vi) Establishment of enterprise: The entreprencur mobilises various resources and invests
in purchasing the fixed assets. The mental exercise and research. un.d.ertakcn in identifying
and assessing resources for their quality, quantity price and availability serves as valuable
background knowledge in the actual procurement decision.

In establishing the enterprise, if requir‘ed. an entreprencur also seeks government
Permissions and clearances from various agencies.

(vii) Managing the enterprise: An entrepreneur has to perform a}l the functionsl of adma_milcg,:
on routine basis. An effective and efficient conduct of business involves pla\.nnmg, ﬁls o
making, 'nrganising, staffing, directing and controlling. He plays a key role in managing
Production, marketing, finance and human resource functions.
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ness with a long-term view and

(viii) Growth and development: An entrepreneur starts bl?S'her demand of his products and
gears up for its future growth. He is always looking for a hig ' and improved products. He
services, He explores new markets and experiments with "135' formulates appropriate growth
also keeps a close watch on the activities of co.mpe‘_’t?r: 3en wre, acquisition, amalgamation -
strategies. In his pursuit to grow he may enter mtol join ’

and takeover. _

.o s entrepreneur decides
(ix) Risk taking: There is an element of speculation If ita;szzru;]:]ich is zomple[ely new
or undertakes. Since the entrepreneur is working on a bus"_'sea or its implementation may go
and not yet ventured by anyone, there is a probability th_ﬂtkl d there may be heavy debts in
wrong and he may suffer losses, his investments may sin 3" ks, ploughs back in business;
business. An entrepreneur, however, prefers to take calculated riSXs,

takes small steps to grow, make sustained profits and moves on.

21 COMPETENCIES OF ENTREPRENEUR IDENTI£‘IED
BY THE ENTREPRENEURSHIP DEVELOPMEN
INSTITUTE OF INDIA

Whenever we are looking around, we find certain entrepreneurs doing exceedingly well. 'Ijhey
are managing their enterprises very well and are out to make them grand success. The various
questions that normally arise are—who are they? What they possess? and various other questions
related with their style of functioning. In their case there is a judicious mixture of knowledge, skill
and personality. Alf these are called entrepreneurial traits or competencies. Knowledge refers to
the collection and retention of information about any job or activity. Knowledge forms the basis
for any action. Only knowledge cannot ensure success. .
_ Success depends upon the ability or skill of using the acquired knowledge for achieving
drends o bt Kol and. K11 Mmoo e MTOVIedge. Thus, performance
cals for aetion, According IE e ";:; mmli:e:i(')sn IS an inner urge in an individual which
s an inner state that energises, activates or

Ehis i.nner urge in an individual to achieve
Achievement Motivation’,

] . M
namely, India, Malaw; ang Equador 1 ;I:SL fa_ reputed behavioural scientist in three countries,
or abilities resylt ip superior performance Aound out that possession N

are as under:

(i) Initiative:

Itis an ;
saying ‘Well b 21 Inner urge jn gn

. indivj e
Cgun is half dope’. Itis th Widual to do or Initiate something. There is popular

€ entre i
Preneur who takes Or Initiates the first move
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towards setting up of an enterprise, M

0st of the innovators have got
different. Entreprencur basically is ap

this urge to do something
Innovator who carries out new combinations to initiate
and accelerate the process of economig development.

(v) Quality consciousness: Successful entrepreneurs do not b
performance. They set high

quality standards for themselves

elieve in moderate or average
achieving these standards, They believe in excellence,

and then put in their best for
which is reflected in everything they do.
(vi) Commitment to work: Successful entrepreneurs are prepared to make all sacrifices for
honouring the commitments they have made. Whatever they commit, they take it as a moral
binding for honouring their commitments, irrespective of the costs involved.

(vii) Commitment to efficiency: T

op performers are always keen to devise new methods
aimed at promoting efficiency. They are keen to evolve and try new methods aimed at making
working easier, simpler, better and economical.

(viii) Proper planning: Successful entrepreneurs develo

keeping in mind the goals to be realised. They believe in d

P or evolve future course of action
and ensure proper ex

eveloping relevant and realistic plans
ecution of the same in their pursuit of at

taining their goals.
(ix) Problem solver: Successful entrepreneurs take problem as a challenge and put in their
best for finding out the

most appropriate solution for the same. They will first of all understand
the problem and then evolve appropriate strategy for overcoming the problem.
(X) Self-confidence:

Top performers are not cowed down by difficulties as they believe in
their own abilities and

strengths. They have full faith on their knowledge, skill and competence
and are not worried about future uncertaimties.

vhom
(xi) Assertive: An assertive person knows what to say, when to say, how to say and v
to say. He believes in his abil

. i . . s 1,0 H d
ities and ensures that others fall in line with his thinking, aime
at promoting the interests of the organisation.

. ical reasoning
(xii) Persuasive: A successful entrepreneur through his sound arguments and log

is not
hem to do. It is no
is in a position to convince others to do the work:ﬂ. tl}e wa})]{ h: wants
Physical, but intellectual force he will use for convincing others.

; in their
ing is carried out 1n
(xiii) Effective monitoring: Top performers ensure that e ve‘rl}: th:;'g(hc working so that the
Organisations as per their wishes. They ensure rﬂgf’;?; 22:11:;[:1 ¢
goals of the organisation are achieved in best possi
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Entrepreneurig] Motivation
and Behavioyy

Whatever the mind can conceiye and believe, the mind can achieve,

—Napoleon Hill
(Motivational Author)

Learning Outcomes g

a..oo.oooo‘totta90000000000000.000000

ooooooooooooooooooooooooooooooo

{ After studying this. chapter, you should be able to;: =~ .
S Understand the concept of mdtivatibn. | A "

Explain the role of higher order needs in entrepreneurial motivation,
Understand the concept of achievement motiv
Identify and explain various internal and ex

entrepreneurial behaviour. - :

: cst'entrepreneurial molivat’\ion‘_dahdj entrepreneurial béha"iﬁu_l'-

...000.0600.‘.O0.00.0.t........0.'..“4‘00.'.‘.0‘..000..0..‘ OO0

e and its importance in entrepreneurshipg
ternal motivational factors that stimulate

oooooooooooo

Some important questions concernin

me entrepreneurs? Wh
The answer Jjeg

M0t only the deg
d vatiety of fac
'asons behingd
d analyse the

g entrepreneurship may be—why do people risk themselves to
y do they even leave attractive career ;:'rath.s to bccon}c entreprenm.lrs-?
in exploring their needs, desires and priorities in life. Morellmportantly, 1&1 is
ire for monetary rewards that motivates people‘ fo set up their ventures, 1: u:;
tors inspire people to indulge in entreprcnemr}al ac.tw.ny_. To undetmf; e
their thoughts, aspirations, behaviours and actions, it is important to exp
concept of entrepreneurial motivation.

fVENTREPRENEURIAL MOTIVATION: A CONCEPTUAL
F WORK

. PR eople think and
al thinks and acts in a distinct manner. A basic questlof:JIS fornlllyil:l uﬁderstanding
A they think ang do? An explanation to their behaviour can be

79
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80 Entrepreneurship Development

the term motivation €an bt;l traccgr [?S ;hc La.tin v
. to move. Thus, a motive is an inner -statf.f that 1=:nt glf 2 aCt“_"Eftes. "
movere Whlc!'l means fo n t::)wardS' goals. It can be described’ as a state o : 'S?q_““lbnum
moves and directs behaviour e out of this state Of reduce resth.assnf:ss, an individug] b
or restlessness. In order to cof;otivc gives rise to motivation, which is the W?‘rk behayioy,
to act or do something. So, a restlessness. Dubin has defined motlvatlon as “the compley
itself, und_artaken to overcome t work. Motivation is something that moves the persop ¢,
force starting and keeping a person a nitiated.” According to Mc Farlang

. - . d i
action, and continues him in the couhrfsehof Zc;t;or; [;1‘1::: gcsires, Zepiraions, stivings o o
. e : urges ’
“Motivation refers to the way 1n whiC _

direct, control or explain the behaviour of humap bf:mgs )
Psychologists have described the term motivation as:

: fote i irecti igour and pers
« The immediate influence on the direction, VIgour an< b= .
The process of arousing action, sustaining the activity In progress and regulating the

the concept of motivation. Technically,

istence of action;

pattern of activity; _ . _
An inner state that energises activities and directs or channels behaviour towards goal;

'How behaviour gets started, is energised, is sustained, is direFted, is sFoPpcd f.md what
kinds of subjective reactions are present in the organism while -all th}s is going on;
Steering one’s action towards certain goals and to commit a certain part of one’s
energies reaching to them; -

Thus, motivation is-the base-building block of human action and has been studied
extensively as that. These descriptions help in answering all the following questions:

(i) What energises and activates human behaviour?
(i) What directs and channelises human behaviour?
(iii) How is such behaviour maintained and sustained?

4.1.1 Process of Motivation

Motivation is a process that revolves around three aspects of human behaviour—need, drive

and goal. The motivation process may be i ; .
shown in Figure 4.1, P % e illustrated with the help of a generalised model

Inner state of

restlessness, - Behavio ;

i ‘—"I iour or [ n
disequilibrium, Or action Incentive or goal
need, desire or

expeclations

Motivation of inner
slate (Feeback)

Figure 4.1 Motivatiop Process,
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cording o the mo

desires, aspirations
peeds: enon. First, a state of restlessness or g

oe " divif_l“al wouldTit:ﬂliatc .the.ac'lion ir] a certain trncaerf;ilrn\:;:;nhtot::gezcm a-ihieve lh_a ,

o the dc?sn‘ed goal. the -mg.m.r{altlon of this .actiun then sets up a series of efjnr] |lll?3}¢11 .

information bﬂCk_fw A ll;i“ ual concerning the impact of his behaviour Su:hwlw iy

fead him 10 modify or quit his present behaviour or je may presume that tl-lis ént oot

e e, present course
The model offers three postulates:

(i) Behaviour or action is caused (Need).
(i) Behaviour is motivated (Drive).
(iii) Behaviour is goal-oriented (Goal).

A state of need is a motive, the action initiated or the drive
attainment of needs and reduction of drive by the achievement of
motivation.

is known as motivated and
goal is known as process of

412 Understanding Motivation through Maslow’s Need Hierarchy

In order to understand the dynamics of human needs and the activities or behaviour of individuals
to satisfy their needs, it is important to know what people want from their actions. Maslow’s
theory of motivation is considered as a significant work on motivation because it highlights

the needs of people. According to the theory, process of motivation begins with an assumption
that behaviour, at least in part, is directed towards the satisfaction of needs. These needs or

desires can be arranged in a hierarchical order as shown in Figure 4.2.

Self-fulfiliment
needs

Ego needs

Social needs

Safety and
security needs

Physiological
needs

Figure 4.2 Maslow’s Need Hierarchy.

: . i sa
_(1) Physiulogicab needs: These needs are considered the WOSI'FI:ISIC il:ieciflde the nee
'S essential for the' survival and maintenance of human llft;:f ey

Clqthing, shelter, air, water, sleep and other necessaties of hte.

d for food,
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needs are satisfied, a person looks up to
level and be protected against financiy
a security of source of income, ]q e

eeds: Once physiologica_l
a reasonable economic

d job, physical security,

(it) Safety and security ne
assure himself of maintaining
insecurities. He wants a secure
security, insurance against risks,

(iii) Social ueeds:. .
and exchanging VIews wit

: , etc. .
belongingness These needs include things as self-confidence, sclf-respecL

. d status needs:
" ET:;? ::hievement knowledge and success. They are also known as ego needs and g,
compe ) !

concerned with prestige and status of the individual. N
(v) Self-Actualisation needs: This is the final step iq tl}e ngec}.?nosntljg modeln an-d indicateg
the need to fulfill what a person considers to be his mission m_ ife. Se -a.ct.uahsatlon need jg
the desire to become what one is best at or is capable of becorn.mg. A musician must compose
music, a poet must write, an artist must paint, a general must win the battle and a teacher must
teach. Thus, self-fulfillment involves realising one’s potentialities for continued self-progress by
being creative in life. Every human possesses desire for personal achievement. For this, he sets
higher standards and wants to do something challenging. This self-imposed challenge gives him
enough dash and initiative to work. Meeting the challenge results in not only his own benefit
but also benefit of the society. The sense of achievement gives him psychological satisfaction,

etc. L. _
g. He is, therefore, interested in interacting, socialigj,

Man is a social-being. ion, companionshi i
h others. He also needs love, affection, P P TeCognition,

ENTREPRENEURIAL MOTIVATION AND ROLE OF
HIGHER ORDER NEEDS

Tpe concept of motivation is based on the fact that behaviour is essentially purposeful and
directed tow:llrds the_ attainment of a goal. However, all goals may not be equally important.
i{;:;cr:l-f:t?v;gﬁtr:manss.:dflromt.a biological or physiological ne?,d, over which people do not
are certain cmcial.and otl:?r) i:ieil " lnee{I:lS oty which s e ammal kingdom. But, ther
distinetly human motives are lir erl e noeds Whlc.h are common to human beings. These
related to feelings of self. gely unrelated to biological and survival needs. These are

‘ Concept o moﬁvet' esteem, competency, social acceptance, etc.
enterprises in order toa é‘::ww?eﬁ_?pphed to entrepreneurship affirms the fact that people create
Maslow has referred to. (ot n:e dl e a‘r}d fulfill t.hemselves, i.e., for self-fulfillment. Abraham
whatever it may be, This becomesa;' sel-fqa-{:tua_llsa_ﬁon"- a need to maximise one’s potential,
for creativity, self-development and ;illfl-l:ii?mll- m.llfe and the need induces him to pave way
betw-ccn “special talent creativeness” and lli’a 1sauqn: Moslow went further and distinguished
spa;:m_al talent creativeness might be fGCus;] 'ﬂCtua]fstn.g Creativeness”. According to him, while
painting, self-actua]ising Creativeness i g 1_0:11 _act.wlties like singing, dancing, sketching and
humans have capacity to expand, extend fl:f :-Z N Innovative and entrepreneurial pursuits. All
» “XPIess, explore, activae, develop and mature. Human

: ive. Ho
to overcome the emotional, perceptual WeVer, a"_ successful entrepreneurs have to leam
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m(:;:an be described as a desire to become what one is capable of

self-act 1ly does not be iati

A Te gson NOFMA y do come an entrepreneur for affiliation or recognition,

bec%nachiev ¢ what he thinks he is capable of. This urge to self-actualisation is found dominant

ot

IIJ entreprcneursl l_ h . g .

in . ortant persona ity characteristic that is closely related to the domain of the
prenelll'smp is “higher (_)rder need strength”. Higher order need strength describes such

are of a higher order than security (Cook, Hepworth, Wall and Warr, 1981).

tre
eléeds in work that gt .
%ghﬂl' order need strength 18 important 1n entrepreneurial work because it concerns personal
d the need for challenge, achievement and self-actualisation. (Abdel-

wth and development an

Elr:lim. 1980)- ,
Another higher order need that induces action is desire

e, competence means control over environmen

Robert W- Whit
Competent people do not wait passively for things to happen; t
ment and make things happen. Thus, they are competent t0 control the environmental
¢ for entrepreneurship as 2 career. White explains
ctive entrepreneurs

5. Such people are more likely to op
tence motive can be identified in young children and the prospe
high feeling of competence, they .
tion as an interesting challenge

can be located at an early age. Since entrepreneurs possess a
carry @ positive outlook towards life and see every new situa

that can be overcome.
Competence also implies desire for mastery and professional growth. An entreprencur

is always contesting against environment, accepting its challenges and overcoming them with
his unique skills and abilities. He becomes competent and gains significant personal rewards.

for competence. According to
tal factors, both physical and
hey manipulate their

social .
environ
variable
that compe

43 ENTREPRENEURSHIP AND ACHIEVEMENT MOTIVE

important determinant of entrepreneurial growth in a society. There
hich have been found to be significantly related to entrepreneurial

nclude need for achievement, power, affiliation, dependency,
extension, personal achievement, social achievement, influence, etc. Among all these motives,
three categories of social motives are more extensively explored. These are need for achievement,
need for power and need for affiliation. Studies have shown that entrepreneurs gcnerally
have a high need for achievement, moderate need for power and low need for afﬁliatic?n.
As achievement motive acquires,a strategic and important position, it s often equated with
entrepreneurial motivation which is quite close yet not the same.

~ Need for achievement Of achievement motivation, also termed as T Ach” plays a1
Important role in entrepreneurial SucCcess: In simple words, it can be chC[‘ibef:i as an inner
pirit that activates a person towards excellence by creating in him an uvrge to improve. 31 l:
thle desire to do well and to produce positive results O n l‘:mhin

. Migh need for achievement spends his time thinking Jbout doing his job better accomplishiné
Sﬁm.eth'mg unusual and significant and advancing his career.
;chle"emem of goals, but also about how these can be attained,
€ may have to face and how he would plan to overcome the

Motivation, in general, is an
are certain social motives W
behaviour. These social motives 1

Scanned by CamScanner

Scanned with CamScanner



84  Entreprencurship Development _——— -
_

£ Persons with High Need for Achievement
cs O

h" likes to shoulder responsibility.
likes to discharge his responsibility with utmggy Care

haracteristi
(i) A person with high “n Ac ’
(ii)y A person with high n Ach
i n. . | |
P ?;}fhii:lic‘t‘f;@ch” likes to take moderate risks and is good in Calcu]ating
(iii) A person
risks. h “n Ach” wants (o know the results of his efforts.

((iv; j:: p:rr:zg :;:E ::gh “n Ach” prepares himself to face adversities.
v p

5 A high “n Ach” person tends to be creative and innovative. N
(E::; A high “n Ach” person makes efforts to improve future conditions.
(viii) A high “n Ach” person shows tolerance to ambiguity.

(ix) A high “n Ach” person tends to be flexible.
(x) A high “n Ach” person tends to be mobile.
(xi) A high “n Ach” person is adventurous.

haracteristics of Achievement Motivation

Achievement motivation plays an important role in entrepreneurial development, which is 3
pre-condition for creating an overall healthy business environment. Some of the important
characteristics of achievement motivation are as follows: '

(i) Economic growth and development of a nation: A number of empirical evidences support
the hypotheses that need for achievement contributes to entrepreneurial success. Hence, there
is the need for developing achievement motivation for the economic growth of an economy.

(ii) One of the most important characteristic of an entrepreneur: The motivational profile
of an entrepreneur covers three categories of social motives—need Jor achievement, need for
power and need for affiliation. His other behavioural dimensions like tolerance to ambiguity,
creativity and problem solving add in building his motivation. Studies suggest that among these
motives, the achievement motive acquires a strategic and important position.

(iii) A major factor in assessing entre
Systems that work to inculcate a

more enterprising set of people.
entrepreneurial awarenes

preneurial awareness and supply in a social system:
nd promote achievement motivation in individuals raise a
Such systems, are thus, considered more apt for generating
. S as well as assuring its adequate supply

(iv) Achievement motivation is g .
through appropriate training: T
McCl|eHand have shown that ‘ "
expenience. The training mod
evaluate their motivation,

psyc_h ological characteristic and can be stimulated
achieven?er::mg of “Kakinada Experiments” conducted by David
ule is desi mmwa,tmn can be developed through training and

'8ned to improve imagination and helps the trainees

(v) Achievement motivati m m
ation
etc.: Simply put achievement motivatian < s to e Exculives und salesmes
=g Urge to do well, a desire to excel and an
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Entrepreneurial Motivation and Behaviour 85 .

(vi) Achievement mqt_ivatiun is viewed as an intervention for organisational development:
Achievement motivation has a positive correlation with innovativeness. Today, the success of
an organisation depends l}POH. 1ts ca[:.tamty to innovate, i.e., to do new things. Business that
constantly worlk on evolving Innovative ways of production and marketing are bound to be
more competitive. Such organisation succeeds in creating additional value for the prospective
customer.

4 ENTREPRENEURIAL MOTIVATION: INTERNAL AND
EXTERNAL FACTORS

Entrepreneurial motivation can be understood as a process that activates and inspires a person
to exert higher level of effort for achievement of his entrepreneurial goals. It means forces or
drives within an entrepreneur that effect the direction, intensity and persistence of his voluntary
behaviour as entrepreneur. Here, intensity is the level of effort, persistence signifies the period
of time and direction means the particular goal. '
Studies on entrepreneurial motivation classify the factors that prompt entrepreneurs to

enter industry into two major categories—internal factors and external factors. These factors
are explained below:

4.1 Factors Internal to the Entrepreneur

Internal motivators are those inspirational drives that happen gradually in the process of his
growing up ‘and finally shape up his entrepreneurial personality. These drives include his
thinking process, his perceptions and his decision-making process. Entrepreneur’s experiences
to events in life within the family, in neighbouring areas, in school and university also act as
internal motivators. All tkese factors play an important role to arouse an urge in him to take
up entrepreneurship. Some of the major internal factors are described as:

(i) Occupational experience in the same or related field: Many times, the entrepreneur is
motivated to work on an idea that props up in his mind while working with an enterprise. He
finds an exclusive opportunity to work in field wherein the experience on existing job can help
him find success. His creative mind may also explore something new by applying the principle
of backward or forward integration. For example, Mr. Jagdish Khatter, former Managing
Director of Maruti Udyog Limited has started his own car service company—'Camation Auto
that deals in used cars and car servicing including breakdown and repair services.

(ii) Drive to work independently: While on jobs, the entrepreneurs may find themselves
tied up with rules, procedures, traditions and stereotypes that bind ti}e.n} and .effect their
Creativity. The work atmosphere suffocates and leaves no scope for flexlbl}lty or lpdependent
thinking. Such work culture makes entrepreneurs think in terms.of doing things their own way
and produce better results. A self-created work set up may suit entrepreneurs more than the
Pre-designed and formalised structures. People, “./ho by nature are independent, conﬁde-nt and
hard working can strategise on business-related issues and are more prone to start their own

Ventures,
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(iii) Self-actualisation need: Moslow, in his thqory of n;cilfvatmnrhas. explaineq self.
actualisation as the highest order need in the need hlf:rarchy. e f—gctua 1§atlon need drive
person to maximise his potential and become what he is capable o f:crtzn:mg. I?n e“trePfEneu,
not only aspires to achieve higher goals, but a-lso makes all oyt e 1?' to af leve them,
aspirations and dreams always remain close to his heart and motivate him to struggle constant],

to attain higher level goals in life.

(iv) Need to be recognised for one’s contribution: _.Anotl}er urge l?eculiar to entrepreneyy,
is to remain in lime light and be perceived as heroes 1n thcu: respective fields. Whether they
work on a niche, serving a limited market or undertake a business covering larger populatiop,
they always create standards and benchmarks of achievements. As a result, entrepreneurs e
recognised as leaders for their contribution.

(v) Money motive and providing comfort to the family: The instinct of eaming money
and making wealth can be identified with one’s financial condition. Many times children frop
middle and lower middie class families have a strong desire to earn lots of money for themselyes
and the family. They wish to be able to afford all comforts and luxuries in life and be called rich,
Such urge for money-making and leading a better life drives them towards entrepreneurship,
and risk taking, thus, rewarding themselves.

(vi) Desire to take family business to new heights: The Indian business scene is full of
examples where subsequent generations have lifted the family-owned organisations. A small
bookshop growing into a big publishing house, an unnoticed corner sweet shop turning into
chain of restaurants or a hardware store becoming a big real estate business—all tells a saga
of love, passion and respect for family occupation. Family business is taken over by successive
generations also because it provides them a strong platform to enter business.

(vii) Personality attributes: Entrepreneurs possess certain uncommon personality .
characteristics that activate their entrepreneurial qualities. They always tend to find opportunities
in challenges, are self-ignited and open to change and carry ‘nothing is impossible’ atitude
They follow. intuitive behaviour and strive to improve situations. These personality traits drive
them to entrepreneurship.

44.2 Factors External to the Entrepreneur

. - L] . - . : > ﬁ
Once internal motivators initiate entrepreneurial process within a person, the external f ac;?m
start playing an important role and help him becoming an entrepreneur and starting his
business venture. External factors include:

government are an
stance and supp°

n industrial estal
ilities like
collegﬂs'

(i) Government assistance and support: Supportive policies of the g
important external factor that promotes entrepreneurship. The government asst
may be in the form of availability of industrial sheds or developed plots in a
technical and advisory support from government and availability of infrastruc.:tural- fﬂc
electricity and water, widening the entrepreneurial base by opening more universities,
ITIs and polytechnics imparting entrepreneurial education.

hef
. . . . ed a m.ll'ﬂ
~ (ii) Availability of financial assistance: Government of India has e_stal:ll::hfom of t

- of financial institutions that extend financial services t0 entrepreneurs In .
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mefjturﬂ and underwriting of shares, debentures and bonds. Several

Joan: and ﬁnﬂ“"ial institutions provide Spef:lal purpose loans to micro, small and medium
ment procurement or leasing, modernisation, expansion, diversification and

bankstﬁes for equip ; 1
jnduS S of imports: Timely availability of adequate financial support motivates people to take

al carecr.

rt: Encouragement from big units is an important external motivator for
g to set up small businesses. Large firms open entrepreneurial avenues for
] and medium'busil_lcsses to act as feeders to the bigger businesses. These micro
medium firms sustain larger enterprises by supplying them with raw materials ané
d goods. For example, a big car manufacturer may tie up with many smaller
supply of various car components.

g business environment in the Country: An overall pro-business
d and developed by the ruling government is a-significant motivating factors
art new businesses. An important indicator of a government’s
the “ease of doing business” index. A country’s
higher position on the index reflects a positive attitude of the government towards business and
vice versa. Apart from this, a government’s efforts to groom country’s younger population as
future entrepreneurs is also considered an encouraging sign. A government can do so by offering
more and better opportunities for entrepreneurial education. Institutes of higher learning may
introduce more COUISES that focus on growth of entrepreneurship in the country.

0 .
o ntrﬁl’fcm"‘ur1

cillary SUpP?
)™ eurs plannin

i) Encouragia

euvironmﬁﬂt create
that stimulates entrepreneurs to st
commitment towards entrepreneurial activity is

4.6 ENTREPRENEURIAL MOTIVTION: OTHER FACTORS
studied and classified the motivating

urial motivation, Murthy et al.
neurs are motivated to start business

While studying entreprenc
s. According to them, entrepre

factors on a different base
ventures due to three types of factors:

45.1 Ambitious Factors
It includes the following factors:

(i) To make family business

(i) To continue family business
(iii) To secure self-employment
(iv) To fulfill desire of self/spous

(v) To earn social prestige :
(vi) To attain flexibility: of balancing work and family
(vii) To contribute to the good of the society
(viii) Other ambitions like maKing decent 1iving °=

jobs, passing on legacy t0 next generation: desire

land ceiling, etc.

e/parents

creation of

sclf-employment generation,
circumvent

to do something in life,
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\A.5.2 Compelling Factors
Following are the three compelling factors

(i) Professionals dissatisfied with jobs and taking voluntary retirement
(iiy Ex-serviceman retiring at an early stage and becoming unemployed

(iii) Putting gf idle funds to use.

‘45.3 Facilitating Factors

Besides ambitious and compelling factors, there are following facilitating factors which
motivates the entrepreneurs:

(i) Moral support from family and friends
(ii) Personal experience and availability of funds
(iii) Previous experience gained as an employee in the same type of business

The presence of internal factors is a necessary condition for entrepreneurial activity to
take place. However, a complete and favourable entrepreneurial environment can be created
only with the presence of external factors such as financial assistance, technology, raw material
fmd infrastructure. These facilities or assistances are the extra motivating factors and provide
impetus to entrepreneurial activities.

~ P.N. Sharma also examined the importance of different motivating factors by assigning
izlnguh;as lon. the basis (:')f preferences given by the entrepreneurs. The study covers 125
e v i T s, OIS 35 e s g
executives in industrial concerns, or as trad as gained by entrepreneurs either as busi?
’ ers, merchants, consultants, etc. in the relat

e S

of the opinion that they woulg 0st significant factors. Almost all the entrepreneurs were
not have perhaps been able ‘to implement their projects

aSSI 1 I' c r t 'I' [ g

Prime motivation, by
» but the
entrepreneuria] jqeq, Y play the role of contributing factors in the implementation of the
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