Chapter One

The Nature and Development of Entrepreneurship
Historical Overview 
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 The word ‘entrepreneur’ is widely used, both in everyday conversation and as a technical term in management and economics. Its origin lies in seventieth century France, where an entrepreneur was an individual commissioned to undertake a particular commercial project. The term entrepreneur comes from French term ‘entreprendre’, meaning "to undertake" or from words "Entre" meaning "between" and "prendre" meaning “taker". The verb is “entreprendre” or to undertake. A number of concepts have been derived from the idea of the entrepreneur such as entrepreneurial, entrepreneurship and entrepreneurial process. The idea that the entrepreneur is someone who undertakes certain projects offers an opening to developing an understanding of the nature of entrepreneurship. Undertaking particular projects demands that particular tasks be engaged in with the objective of achieving specific outcomes and that an individual take charge of the project. Entrepreneurship is then what the entrepreneur does. Entrepreneurial is an adjective describing how the entrepreneur undertakes what he or she does. The entrepreneurial process in which the entrepreneur engages is the means through which new value is created as a result of the project: the entrepreneurial venture.
 What is entrepreneurship? And who is an entrepreneur? These two questions are asked more frequently reflecting the increasing demand in the field of entrepreneurship. Offering a specific and unambiguous definition of the term entrepreneurship /entrepreneur presents a challenge. This is not because definitions are not available, but because there are so many. Here let us took in to the historical development of entrepreneurship so as to grasp the meaning of the word entrepreneurship. 

· During the ancient period the word entrepreneur was used to refer to a person managing large commercial projects through the resources provided to him.
· Earlier references to the entreprendeur in the 14th century spoke about tax contractors- individuals who paid a fixed sum of money to a government for the license to collect taxes in their region. Many early entrepreneurs were soldiers of fortune, adventurers, builders, merchants etc.

· In the 17th Century a person who has signed a contractual agreement with the government to provide stipulated products or to perform service was considered as entrepreneur. In this case the contract price is fixed so any resulting profit or loss reflects the effort of the entrepreneur. 

· In the 18th Century the first theory of entrepreneur has been developed by Richard Cantillon. He said that an entrepreneur is a risk taker. If we consider the merchant, farmers and /or the professionals they all operate at risk. For example, the merchants buy products at a known price and sell it at unknown price and this shows that they are operating at risk. The other development during the 18th Century is the differentiation of the entrepreneurial role from capital providing role. The later role is the base for today’s venture capitalist. 

· In the late 19th and early 20th Century an entrepreneur was viewed from economic perspectives. The entrepreneur organizes and operates an enterprise for personal gain. He pays current prices for the materials consumed in the business, for the use of land, for the personal services he employs, and for the capital he requires. He contributes his own initiative, skill and ingenuity in planning, organizing, and administering the enterprise. He also assumes the chance of loss and gain consequent to unforeseen and uncontrollable circumstances. The net residue of the annual receipts of the enterprise after all costs have been paid, he retains for himself. 
Joseph Schumpeter (1934) described entrepreneurship as a force of “creative destruction” whereby established ways of doing things are destroyed by the creation of new and better ways to get things done. He described entrepreneurship as a process and entrepreneurs are innovators who use the process to shatter the status quo through new considerations of resources and new methods of commerce.
· In the middle of the 20th Century the notion of an entrepreneur as an inventor as established. “The function of the entrepreneur is to reform or revolutionize the pattern of production by exploiting an invention or more generally untried technological possibility for (1) producing new commodities or (2) producing an old one in a new way or (3) opening a new outlet for products by reorganizing a new industry.” 
The concept of innovation and newness are at the heart of the above definition. Innovation is defined as the act of introducing something new. It is one of the most difficult tasks for the entrepreneur as it takes not only the ability to create and conceptualize but also to understand all the forces at work in the environment. The newness can be anything from a new product to a new distribution system to simply a new organizational structure. From the historical development it is possible to understand the fact that the perception of the word entrepreneur was evolved from managing commercial project to the application of innovation (creativity) in the business idea. 
ENTREPRENEURSHIP: Meaning and Concept
Here we will see different definitions of entrepreneurship because a single definition is likely to result, in some cases at least, in a mismatch without expectations. Intuitively, we know that entrepreneurship is the process and entrepreneur is the person undertaking entrepreneurial activity. Finally, we will see the common attributes of the definitions of entrepreneurship.

Entrepreneurship is the process of creating incremental wealth. The wealth is created by those individuals who assume the major risk in terms of equity and time or providing value for others.

Entrepreneurship can also be defined as the process of creating something different and better with value (by devoting the necessary time and effort) by assuming the accompanying financial,, psychic and social risks and receiving the resulting monetary reward and personal satisfaction.. In this case,, an individual should come up with something different and better in order to be named as entrepreneur..

According to Peter Drucker, “Entrepreneurship is a process of gathering and using resources that must be allocated to opportunities rather than to problems”. 

“Entrepreneurship essentially consists in doing things that are not generally done in the ordinary course of business routine”. Schumpeter 
In general, the process of entrepreneurship includes five critical elements. They are: 
1. The ability to perceive an opportunity.

2. The ability to commercialize the perceived opportunity i.e. innovation

3. The ability to pursue it on a sustainable basis.

4. The ability to pursue it through systematic means.

5. The acceptance of risk or failure.
Based on the above concepts of entrepreneurship, an entrepreneur can be defined as follows: An entrepreneur is someone who perceives an opportunity and creates an organization to pursue it with the intention of being profitable. 

Entrepreneurial spirit is characterized by innovation and risk-taking, and an essential component of a nation's ability to succeed in an ever changing and more competitive global marketplace.

· An economist defines an entrepreneur as one who brings resources, labor, material and other assets into combinations that make their value greater than before and also one who introduces changes, innovations and a new order.

· A psychologist defines an entrepreneur as a person who is typically driven by some forces, which create a desire to obtain or attain something.

· For the capitalist philosopher an entrepreneur is one who creates wealth for others as well, who finds better way to utilize resources and reduce waste and who produce job which others are glad to get. 
· An entrepreneur is a person who creates a business or products, manage his/her resources and takes risks to gain profit.
· International labor organization (ILO) defines entrepreneurs as those people who have the ability to see and evaluate business opportunities, together with the necessary resources to take advantage of them and to initiate appropriate action to ensure success.

The entrepreneurs can be both the originators as well as value enhancer of a product or service. The entrepreneur perceives opportunities that other business executives do not see or do not care about.  The term entrepreneur and entrepreneurship are the two sides of the same coin; conceptually they are different, while entrepreneur refers to a person, entrepreneurship refers to the function. Basically entrepreneur is a business leader and the function performed by him in relation to that business is entrepreneurship.

                                       Types of Entrepreneurs
Entrepreneurship can take three different forms. They are:

1) The individual entrepreneur: An individual entrepreneur is someone who started; acquired or franchised his/her own independent organization. The major portion of this course is also devoted to describe the basic features and activities of the individual entrepreneur. 
2) Intrapreneur: An Intrapreneur is a person who does entrepreneurial work within large organization. The process by which an intrapreneur affects change is called Intrapreneurship. 
3) The Entrepreneurial Organization: The entrepreneurial function need not be embodied in a physical person. Every social environment has its own way of filling the entrepreneurial function. Individuals working in organizations have the potential for being, as do those working independently to start their own business. An organization can create an environment in which all of its members can contribute in some function to the entrepreneurial function. An organization that creates such an internal environment is defined as entrepreneurial organization.
4) Social entrepreneurship: It is the work of a social entrepreneur. A social entrepreneur is someone who recognizes a social problem and uses entrepreneurial principles to organize, create, and manage a venture to make social change. A business entrepreneur typically measures performance in profit and return, whereas a social entrepreneur assesses success in terms of the impact s/he has on society. Social entrepreneurs often work through nonprofits and citizen groups, much work in the private and governmental sectors. The main aim of a social entrepreneurship as well as social enterprise is to promote social and environmental goals. This need not be incompatible with making a profit, but social entrepreneurs are often non-profits. Social enterprises are for ‘more-than-profit’. 
                                  Entrepreneurial Process

A) Identifying an opportunity: according to Timmons (1989) entrepreneurship is about sensing an opportunity where others see chaos (confusion), contradiction and confusion. Identification of an opportunity is the first step towards building and running successful business enterprise. 
B) Establish a vision: merely seeking opportunity is not enough; an entrepreneur further moves to establish a vision- a dream for future which can be achieved only if opportunities are tapped at the right time. 
C) Persuade others: an entrepreneur does not work alone; he understands that multiple skills are required to make business successful. 

D) Gather resources: identifying an opportunity, establishing a vision and persuading others to join is not enough; a business enterprise needs resources like financial resources, operating resources, human resources and information resources to become successful. This is the phase, which converts an entrepreneur’s dream into reality.

E) Create new venture: once the entrepreneur has arranged for the resources mentioned above, the next step is the creation/ establishment of the new venture and running the business venture successfully while the former task requires lot of enthusiasm, persuasion so that he is able to gather optimum resources.

F) Change/adapt with time: as change has become the rule of the game in today’s business environment, the entrepreneur needs to continuously keep the organization upgraded and abreast of changing time.
BENEFITS AND ROLES OF ENTREPRENEURSHIP IN THE ECONOMY

Who Benefits from the entrepreneur’s Wealth? 
Wealth is money and anything that money can buy. It includes money, knowledge and assets of the entrepreneur. No entrepreneur works in a vacuum. The venture they create touches the lives of many other people. To drive his/her venture forward, the entrepreneur calls up on the support of a number of different groups. In return for their support these groups expect to be rewarded from the success of the venture. Peoples who have a part to play in the entrepreneurial venture generally are called stakeholder. The stakeholder groups are; employees, investor, supplier, customer, the local community and government. Let us look at the benefits of each stakeholder. 

Employees: They contribute physical and mental labor to the business. Success of the entrepreneurial venture depends on their effort and motivation. Therefore, they are rewarded with: Money – their wage or salary; the possibility of owning a part of the firm through share schemes; a stage of which they can develop social relationships; the possibility of personal development.
Investors: These are the peoples who provide the entrepreneur with the necessary money to start the venture and keep it running. There are two main sorts of investors: stockholders and lenders. Stockholders are those who buy the stock of the company and are true owners of the firm. The actual return of the stockholders varies depending on how the business performs. 

Lenders, on the other hand, are people who offer money to the venture on the basis of it being a loan. They do not actually own a part of the firm and their return is independent of the businesses performance. They also take priority for payment over shareholders and face lower level of risk than the stockholders. 

Supplier: They are the individuals and organizations that provide the business with the materials, productive assets and information it needs to produce its output. They are paid for providing these inputs.

Customers: Customers may need to make an investment in using a particular supplier. Changing supplier may involve switching costs and supplier, risk of quality and expenses incurred in changing over to new inputs. The entrepreneur may reward customers by offering quality products, fair prices, regular and consistency of supply, loan arrangement etc. 
The local community: Businesses have physical locations. The way they operate may affect the people who live and other businesses which operate nearby. A business has a number of responsibilities, which may be defined or not in national laws, to this local community. Such as: 

· Nott polluting their shared environment

· Contributing and sponsoring local development activities

· Contribution for political and cultural stabilities and economic improvements

· Acting in an ethical way.

Government: The responsibility of government is to ensure that businesses can operate in an environment which has political and economic stability. In addition, it provides central services such as education and health-care. These activities cost money to provide. Therefore, government should be rewarded for its services. Hence, government taxes individuals and businesses. 
                 The Role of Entrepreneurship in Economic Development 
Entrepreneurs play a critical role in initiating, maintaining and developing the economy of a country in different ways. Some important economic effects of entrepreneurial activity include: 
 Combing economic factors to create value and capital formation 
All the products bought and sold in an economy are a mix of three primary economic factors (the raw materials, nature offers up, the physical and mental labor that people provide and capital (money). Now value is created by combing these three things together in a way which satisfies human needs. Entrepreneurs also mobilize the idle savings in the economy and invest it in a productive industry to form additional capital. 
Providing Market efficiency 
Efficient means resources are distributed in an optimal way so that the satisfaction that people can gain from them is maximized. An economic system can only reach this state if there is competition between different suppliers. If a supplier is not using competition then they will tend to demand profit in excess of what the market would allow and reduce the overall efficiency of the system.
 Accepting Risk 
Risk is the potential variation in terms of future outcomes. We do not know exactly what the future will bring. This lack of knowledge creates uncertainty. No matter how we plan there is always a possibility of adverse deviation from what we expect or hoped for. Here the primary function of the entrepreneur is to accept risk on behalf of other people. 
Maximizing investor’s return
Entrepreneurs create and run organizations which maximize long-term profit on behalf of the investors which in turn generates overall economic efficiency.
Processing of market information
The entrepreneur keeps an eye out for information that is not being exploited. By taking advantage of this information they make markets more efficient and are rewarded out of the revenue generated. This information is information about opportunities. 

Generating employment opportunities 
Entrepreneurs generate employment, both directly and indirectly. Directly, self-employment as an entrepreneur offers the best way for independent and honorable life. Indirectly, by setting up large and small-scale business units they offer jobs to millions. Thus, entrepreneurship helps to reduce the unemployment problem in the country.  Balancing regional development 
Entrepreneurs in the public and private sectors help to remove regional disparities in economic development. They set up industries in backward areas to avail of the various concessions and subsidies offered by the Federal and Provincial Governments. 
Improvement in living standards: 
Entrepreneurs setup industries, which remove scarcity of essential commodities and introduce new products. Production of goods on mass scale and manufacture of handicrafts, etc., in the small-scale sector help to improve the standard of life of a common man. These offer goods at lower costs and increase variety in consumption.
Economic independence 
Entrepreneurship is essential for national self-reliance. Industrialists help to manufacture indigenous substitutes of hitherto imported products thereby reducing dependence on foreign countries. Businessmen also export goods and services on a large scale and thereby earn the scarce foreign exchange for the country. Such import substitution and export promotion help to ensure the economic independence of the country without which political independence has little meaning. 
Backward and forward linkages: 
An entrepreneur initiates change, which has a chain reaction. Setting up of an enterprise has several backward and forward linkages. For example, the establishment of a steel plant generates several ancillary units and expands the demand for iron ore, coal, etc. These are backward linkages. By increasing the supply of steel, the plant facilitates the growth of machine building, tube making, utensil manufacturing and such other units. Entrepreneurs create an atmosphere of enthusiasm and convey a sense of purpose. They give an organization its momentum. Entrepreneurial behavior is critical to the long-term vitality of every economy. The practice of entrepreneurship is as important to established firms as it is to new ones. 
CREATIVTY, INNOVATION AND ENTREPRENEURSHIP
Innovative activity is a characteristic of entrepreneurship but not necessarily of the owner- manager. The entrepreneurial manger is constantly looking for innovations, not by waiting for a flash of inspirations, but through an organized and continuous search for new ideas. Entrepreneurship is not so much an art that you either have, or you do not, but rather a practice, which you constantly follow or you choose to ignore. It thus can be developed and learned; its core activity is innovation and a continuous, purposeful search for new ideas, and their practical applications. Entrepreneurs create a market opportunity and differentiate themselves from the competition. Innovation can be based upon many factors from marketing to technology.

In order to apply the process of entrepreneurship the entrepreneur should identify or develop business ideas. 

A business idea is some one’s opinion regarding what may or may not be a good business. There are three types of business ideas. They are.

1) Old idea – Here an individual copies an existing business idea from someone.
2) Old Idea with Modification – In this case, the person accepts an old idea from

Someone and then modifies it in some way to fit a potential customers’ demand.
3) A new Idea – This one involves the invention of something new for the first time
A business idea will only be successful if there is an opportunity because the business ideas are meaningless in the absence of opportunity. An opportunity is the gap in the market which presents the possibility of new value being created. It is also the chance of doing things both differently from and better than how they are being undertaken at the moment. 
Relationship between business ideas and opportunity 
The three types of business ideas might have a small value or big value opportunity. A small value opportunity – A business idea is said to have small value opportunity when its revenue potential is small but the associated risk and cost may be high. 

Big value Opportunity – A business idea with big value opportunity has high revenue potential but risk and costs are low. The above relationship can also be expressed as follows. 

:
	Business idea 


	
	             Types of Business Opportunity

	
	Small value opportunity
	Big value opportunity

	An old idea
	Opening a tailor’s shop at piazza
	Starting a private mobile phone company if the Ethiopian telecommunication is liberalized.

	Old with modification
	Selling injera flavored ice-cream
	Re-use a pottery kiln to make

Floor tiles for sale in Addis Ababa.

	Original idea
	Inventing a process which produces

new paper from waste with high

manufacturing cost
	Inventing a cheap vaccine for

HIV/AIDS and mass production

of it


The relationship between business idea and innovation is that only new and modified ideas are innovative. An old idea is not innovative because it is an imitation of existing business concept. Creativity is thinking new things, and innovation is doing new things 
Creativity is the ability/process to develop new ideas and to discover new ways of looking at problems and opportunities. 
Innovation is the ability to apply creative solutions to those problems and opportunities in order to enhance people’s lives or to enrich society 

Entrepreneurship = creativity + innovation 
                                         CREATIVITY
There are five phases which can help to remove ‘idea blocks’ to and enhance creative thinking. The five phases with their important activities are as follows: 

1. Preparation – is the background, experience and knowledge accumulation that an entrepreneur brings to the opportunity recognition process. E.g. reading, professional conferences, talking, visit to library. 
2. Incubation process - is the stage during which a person considers an idea or thinks about a problem; it is the “mulling things over” phase. E.g. ‘sleep on it’, exercise. 
3. Insight - is the flash of recognition – when the solution to a problem is seen or an idea is born. Idea or ‘eureka’ experience, usually this phase slowly but surely formulates the solution. 
4. Evaluation - is the stage of the creative process during which an idea is subjected to scrutiny and analyzed for its viability. E.g. prototypes, advice
5. Elaboration/implementation – is the stage during which the creative idea is put into a final form. The details are worked out, and the idea is transformed into something of value. 

Characteristics of successful entrepreneurs generally include a positive self-image, being motivated by challenging problems, being sensitive to the world around them, and being good at gathering different ideas in a short amount of time. It is not necessary to possess all of these characteristics to be successful. Developing creativity is a process of changing the way you look at things. To do this you must look for different or unorthodox relationships between people and things. Another way to be more creative is to view people and things in terms of how they can be used to satisfy needs (both as resources and problem solvers)  
Barriers to creativity 
Be aware that there are numerous barriers to creativity, including: 

1) Searching for the one ‘right’ answer.
2) Focusing on being logical.
3) Blindly following the rules.

4) Constantly being practical.

5) Viewing play as frivolous.
6) Becoming overly specialized 

7) Avoiding ambiguity.
8) Fearing looking foolish.
9) Fearing mistakes and failure.
10) Believing that ‘I’m not creative’.

                                      INNOVATION
Innovation is a way of doing something differently and better. That is, it is a means of exploiting a business opportunity. It is also a new combination of three things (raw materials, labor and capital). In short, innovation is invention (act of creating something) plus commercialization (putting the new creativity into the market place). Schumpeter (1934) was first to point out the importance of new value created by entrepreneurs. More recently, Carland, Hoy, Boulton and Carland (1984) extended and specified Schumpeter’s idea, saying that entrepreneurs:

· Introduce new goods

· introduce new services

· introduce new methods of production

· Open new markets

· Open new sources of supply

· Re-organize industry.
Types of Innovation 
There are four distinct types of innovation, these are as follows: 
1) Invention - described as the creation of a new product, service or process. 

2) Extension - the expansion of a product, service or process 

3) Duplication - defined as replication of an already existing product, service or process 

4) Synthesis - the combination of existing concepts and factors into a new formulation 

Areas of Innovation 
The following are some of the major areas in which valuable innovation might be made. 

A) New product: A new product can be developed through new or existing technology. The new product may offer a radically new way of doing something or it may simply be an improvement on an existing item. The new product must offer the customer an advantage if it is to be successful. 
B) New services: A service is an act which is offered to undertake a particular task or solve a particular problem. 

C) New production techniques: Innovation can be made in the way in which a product is to be manufactured. A new production technique should allow the end user to obtain the product at a lower cost, or a product of higher quality or better service in the supply of the product.   

D) New way of delivering the product or service to the customer: Customer can only use product/service they can access. A common innovation is to take a more direct routine by cutting out distributors or middlemen. 
E) New operating practices: As with innovations in the production of physical products, innovation in service delivery must address customers need to offer them improved benefits, for example easier access to the service, a higher quality service, a more consistent service, a faster or less time consuming service etc. 

F) New means of informing the customer about the product: People will only use a product or service if they know about it. Demand will not exist if the offering is not properly promoted to them. Promotion consists of two parts; a message what is said and a means – the route by which that message is delivered. 

G) New means of managing relationship within the organization: Any organization has a wide variety of communication channels running through it. The performance of the organization will depend to a great extent on the effectiveness of its internal communication channels. These communication channels are guided by the organization’s structure. 

H) New ways of managing relationships between organizations: Organizations sit in a complex web of relationships to each other. The way they communicate and relate to each other is very important

.                       WHO BECOMES AN ENTREPRENEUR? Motivational Factors
Anyone with the following characteristics can be an entrepreneur. 

A) The Inventor 
The inventor is someone who has developed an innovation and who has decided to make a career out of presenting that innovation to the market. It may be a new product or it may be an idea for a new service. It may be a high-tech or it may be based on a traditional technology. In this case successful entrepreneurship calls upon a wide range of management skills, not just an ability to innovate. The entrepreneur must establish a market potential for their innovation and lead an organization which can deliver it profitably. 

B) The Unfulfilled Manager 
Life as a professional manager in an established organization brings many rewards. It offers a stable income, intellectual stimulation, status and degree of security. For many people though this still is not enough. The organization may not offer them a vehicle for all their ambitions; for example, the desire to make a mark on the world, to leave a lasting achievement, to stretch their existing managerial talents to their limit and to develop new ones. If many simply not let them do things on their way. Such a manager confident in their abilities and unsatisfied in their ambitions may decide to embark on an entrepreneurial career. 

C) The Displaced Manager 
Managers are likely to make an increasingly number of career changes during their professional lives due to the increasing pace of technological and economic changes. Unemployment among professional groups increases in many parts of the world due to restructuring trends such as downsizing and delivering. This increases the pressure on managers to work for them and one possibility is to undertake an entrepreneurial route. The severance package, which may be offered by their organizations, can sometimes facilitate this possibility. 

D) The Young Professional
Increasingly young highly educated people often with formal management qualifications are skipping the experience of working for an established organization and moving directly to work on establishing their own ventures. Despite some very high-profile success stories, not least with internet ventures, such entrepreneurs are often met with suspicion. 

E) The Excluded 
Some people turn to an entrepreneurial career because nothing is open to them. Displaced communities and ethnic and religious minorities have not been invited to join the wider economic community due to a variety of social, cultural and political and historical reasons. As a result they may form their own internal networks, trading among themselves and, perhaps, with their ancestral countries..

                        MOTIVATION FOR STARTING A BUSINESS
The reason for small firm formation can be divided between “pull” and “push” influence.

Pull influences 
Some individuals are attracted towards small business ownership by positive motives such as specific idea which they are convinced with work.
· Desire for independence: This features in several research studies as the key motivator. The Bolton report singled out the need to gain and keep independence as a distinguishing feature of small business owner-managers. A study of female entrepreneurs in Britain found that women were motivated particularly by the need for autonomy.

· Desire to exploit an opportunity: Opportunities according to Drucker are of three kinds: additive, complementary, and breakthrough. Additive opportunities are those opportunities which enable the decision maker to better utilize the existing resources without in any way involving a change in the character of business. Complementary opportunities involve the introduction of new ideas and as such lead to a certain amount of change in the existing structure. Breakthrough opportunities involve fundamental changes in both the structure and character of business. 
· Turning previous work experience into business: Many new entrepreneurs seek fulfillment by spending more time involved in a hobby, or part of their work that they particularly enjoy. 

· Financial incentive: The rewards of starting a business can be high, and are well- publicized by those selling ‘how to’ information to entrepreneurs. The promise of long term financial independence can be clearly be a motive in starting a new firm. 

Push influences 
These factors include; 

· Community attitude: This has proved a considerable push into entrepreneurship particularly when accompanied by acceptance in a locality where other employment possibilities are low. 

· Unemployment: Job insecurity and employment varies in significance by region, and by prevailing economic climate. A study reported that 25% of business founders in the late 1970s were pushed in this way, while later research showed a figure of 50% when unemployment nationally was much higher.

· Disagreement with the previous employer: Uncomfortable relations at work have also pushed new entrants into small business. Many people considering an opportunity or having a desire for independence still need some form of push to help them make their decision. 

P.N Sharma has identified two sets of motivating factors for entrepreneurs: internal and external factors. 
Internal factors include: educational background, occupational experience, desire to work independently, desire to branch out to manufacturing and family background. These factors generate an inclination to adopt entrepreneurial activity. 
The external factors include: assistance from government, assistance from financial institutions, availability of raw materials/technology and other factors- demand for the particular product, utilization of excess money earned from contractual business, started manufacturing to facilitate trading etc..

Among the external motivating factors assistance from financial institutions and assistance from government emerged as the most significant factors. These factors are not the prime motivators but play the role of contributing factors in the implementation of entrepreneurial idea.
                             Barriers to Entrepreneurship

(a) Environmental Barriers

Raw material: Non-availability of raw material required for production of goods, especially during the peak season causes impediment in the growth of business. 

Labor: Human resources have been identified as the most important resources in an organization. Unfortunately, there is always a dearth of the desired manpower in an organization-either because of lack of skilled labor in the market or lack of committed and loyal employees in the organization.

Machinery: Good machineries are required in the organization for production and operation of goods. These machineries comes at a cost and because of rapid technological developments they also become obsolete very soon and need to be replaced, which requires lots of cash in hand.

Land and Building: Acquisition of land and construction of building at prime location with respect to business requires expenditure of large amount of scarce cash, especially in the small organizations.  An alternate approach could be acquiring land on lease or rent.

Financial Barriers: Availability of funds is one of the most important ingredients required for the successful running of a business. There are various methods by which entrepreneur arranges for funds like his own savings, borrowing from friends and relatives, banks and other institutions supporting new ventures. 

(b) Personal barriers

These barriers are caused by emotional blocks of an individual. These barriers cause mental obstruction to the individual and lead to the failure in business. 

Lack of Confidence: Many people think that they lack what it takes to become an entrepreneur. They look at successful entrepreneurs and think that they could never emulate them. 

Lack of dependability on others: many entrepreneurs aim to gain their additional expertise through the trial and error of experience, rather than seeking further personal development or assistance from others. 

Lack of motivation: When an individual starts a new business venture he is filled with enthusiasm and drive to achieve success, but when he faces the challenges of real business, bears losses or his ideas don’t work, he losses interest/motivation. This causes further loss of interest and the entrepreneur starts withdrawing herself/himself from the mainstream competition.

Lack of patience: This barrier is more dominant amongst entrepreneurs. The desire to achieve success in the first attempt or to become rich instantly is the motivating factors of modern youth. They want to achieve success through cakewalk. When such desires are confronted by business challenges/problems the lose interest. 

Inability to dream: It is being rightly said, “Think Big to Achieve Big”. The entrepreneurs who are short of vision or become complacent (satisfied) with what they achieve sometimes lose interest in further expansion/growth of the business, which further impedes the growth of the business.

(c) Societal Barriers
The first and traditionally the hardest, barriers to overcome is the societal barriers, which inhibits many people even from thinking of starting a business. For example, it is still rare that teachers or career officers suggest, as an active choice, that people should consider starting their own business. There is still pressure on people, especially graduates to “get a real job”. Conversely, people whose parents have run their own business are usually more disposed to consider their own business. 
Chapter Objectives


After studying this chapter, students are expected to:


Explain what is entrepreneur and entrepreneurship is


Identify the basic characteristics of entrepreneur and entrepreneurship


List the entrepreneurial processes


Discuss the role of entrepreneur and entrepreneurship in the economy
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Entrepreneurship is a tool for economic growth and a key to business success


