Chapter One

The Nature and Development of Entrepreneurship
Historical Overview 
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Earliest Period
In this period the money person (forerunner (Pioneer) of the capitalist) entered into a contract with the go-between to sell his goods. While the capitalist was a passive risk bearer, the merchant bore all the physical and emotional risks.

Middle Ages (era)

In this age the term entrepreneur was used to describe both an actor and a person who managed large production projects. In such large production projects, this person did not take any risks, managing the project with the resources provided. A typical (normal) entrepreneur was the cleric who managed architectural projects.

17th Century

In the 17th century the entrepreneur was a person who entered into a contract with the government to perform a service. Richard Cantillon, a noted (well-known) economist of the 1700s, developed theories of the entrepreneur and is regarded as the founder of the term. He viewed the entrepreneur as a risk taker who "buy[s]at certain price and sell[s] at an uncertain price, therefore operating at a risk."

18th Century

In the 18th century the person with capital was differentiated from the one who needed capital. In other words, entrepreneur was distinguished from the capital provider. 
Many of the inventions developed during this time as was the case with the inventions of Eli Whitney and Thomas Edison were unable to finance invention themselves. Both were capital users (entrepreneurs), not capital providers (venture capitalists.) 
19th and 20th Centuries

In the late 19th and early 20th centuries, entrepreneurs were viewed mostly from an economic perspective (viewpoint). The entrepreneur "contributes his own initiative, skill and ingenuity in planning, organizing and administering the enterprise, assuming the chance of loss and gain." Andrew Carnegie is one of the best examples of this definition, building the American steel industry, one of the wonders of industrial in the world, primarily through his competitiveness rather than creativity.

In the middle of the 20th century, the notion (idea) of an entrepreneur as an innovator was established. Innovation, the act of introducing something new, is one of the most difficult tasks for the entrepreneur. This ability to innovate is an instinct (natural feeling) that distinguishes human beings from other creatures (animals) and can be observed throughout history.
Definition of Entrepreneurs

The word entrepreneur is derived from French “Entrependre” translated into “undertakers” "between-taker" or "go-between, “meaning those who “undertook” the risk of new enterprise (business). 
Entrepreneur (Oxford Dictionary) – Person who undertakes an enterprise with chances of profit or loss.  As I have understood, Entrepreneur is a person who undertakes a business activity of which he has no background and faces considerable risks in the process. If either of the two elements, i.e., “no background” or “considerable risk” is missing in the venture, it is no entrepreneurship.
Entrepreneur – An individual who bears the risk of operating business in the face of uncertainty about the future conditions (New Encyclopedia Britannica).
The concept of entrepreneurship from a personal perspective (viewpoint) has been explored (investigated) in this century. This exploration is reflected in the following three definitions of an entrepreneur and in almost all definitions of the entrepreneurship, there is an agreement that we are talking about a kind of behavior that includes:
1. Initiative taking
2. The organizing (arrange) and re-organizing of economic/social mechanisms (methods) to turn resources and situations to practical account.
3.The acceptance of risk or failure
Entrepreneurship is the process of creating something different with value by devoting the necessary time and effort, assuming the accompanying financial, psychic, social risks and receiving the resulting rewards of monetary and personal satisfaction and independence. Word “Entrepreneur” stems from French Verb Entrependre – means between; taker or go between.
New Definition involves four aspects –

(a) The creation processes
(b) Devotion of time and efforts

(c) Assumption of risks

(d) Rewards of independence, satisfaction, money
· Entrepreneurship is the pursuit of a discontinuous (gaps) opportunity involving the creation of an organization with the expectation of value creation to the participants.
· Entrepreneurship is the means by which new organization are formed with their resultant job and wealth creation. 
· Entrepreneurship is the process of creating value by bringing together a unique package of resources to exploit an opportunity.
· Peter Drucker has given a very comprehensive definition of entrepreneurship, to him; entrepreneurship is neither a science nor an art. It is a practice. It has a knowledge base. Knowledge in entrepreneurship is a meant to ends, that is by the practice. Entrepreneurship is not just about making money. It is about imagination, flexibility, creativity, willingness to think conceptually, readiness to take risks, ability to mobilize agents of production and the capacity to see the changes as an opportunity. 
Advantages of Entrepreneurship

To an Individual

(a) Provides Self Employment for the entrepreneur

(b) Entrepreneur can provide employment for near & dear one as well

(c) Entrepreneurship often provides an employment and livelihood for next generations as well.

(d) Freedom to use own ideas – Innovation and creativity

(e) Unlimited income / higher retained income – Bill Gates has risen to become richest in the world in a single life time through entrepreneurship

(f) Independence

(g) Satisfaction

To the nation

(a) Provides larger employment – Entrepreneurs provide employment for self as well as other people and is source of employment creation.

(b) Results in wider distribution of wealth- Higher the employment, greater the distribution of wealth.
(c) Mobilizes local resources, skills and savings

(d) Accelerates the pace of economic development – Entrepreneurship is the governments one of the most trusted vehicles for economic development

(e) Stimulates innovation & efficiency

A business idea is some one’s opinion regarding what may or may not be a good business.
· Old idea – Here an individual copy an existing business idea from someone. 

·  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.
· 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.

The relationship between business idea and innovation is that only new and modified ideas are innovative.

There are five phases which can help to remove ‘idea blocks’ to 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.

2. Incubation - 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 and 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.

Developing creativity is a process of changing the way you look at things. The following questions can be used to stimulate the imagination and can help develop creativity:
· Is there a new way to do it?  

· Can you borrow or adapt it?  

· Can the parts be rearranged?

· What if we do just the opposite? 

· Can we put it to other uses?

· Are there other markets for it?

Be aware that there are numerous barriers to creativity, including:

· Searching for the one ‘right’ answer.

·  Focusing on being logical.

· Blindly following the rules.

· Becoming overly specialized.

·  Fearing mistakes and failure.

·  Believing that ‘I’m not creative.

Nature and Characteristics of Entrepreneurship

Entrepreneurship is a multi-dimensional concept and it is a necessary concept to consider many factors and perspectives. The distinctive features of entrepreneurship are summarized below:

1. Innovative function: Entrepreneurship is an innovative function as it involves doing things in a new and better way. Innovative may take several forms.  E.g. a new product, new sources of new material, a new market, a new method of production not yet applied in a particular branch of manufacturing.

2. A function of risk-bearing: Risk is an inherent and inseparable element of entrepreneurship. A business man, who simply behaves in a traditional way, cannot be an entrepreneur. The entity is an entrepreneurship if the entrepreneur makes decision under uncertainness and has to take actions with unknown and unpredictable results.

3. A function of high achievement: McClelland stressed the need for achievement or achievement orientation as the most directly relevant factor for explaining economic behavior. The economic activity tends to possess people having high need for achievement which determines its success. 

	Activity 
1. An athlete constantly practicing to improve his/her performance and stamina, and a man deciding not to marry and devoting the rest of life in the service of God and  a house wife using waste material for making a piece of arts. From the entrepreneur characteristics point of view, do the above given people are entrepreneurs or not? If they are called as entrepreneurs, explain the characteristics that refer them as entrepreneurs respectively.

2. A business man who does not aim for self-development, is not creative and one, who cannot make decision on his own, cannot be rightly called as an entrepreneur. Explain the interrelation of the above characteristics if entrepreneur.


Meaning and Concept of Entrepreneur
The word “entrepreneur” immediately conjures up images of business tycoons like L. N. Mittal or Bill Gates. When a person traits are exhibited by a person running business he can rightly be called an entrepreneur.

Definition of an Entrepreneur

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.

· A sociologist defines entrepreneur as a person whose actions would determine his social status and who contributes to the development of the society.

· Management experts define entrepreneur as a person who has a vision and generates an action plan to achieve it. 

· An entrepreneur is a person who creates a business or products, manage his/her resources and takes risks to gain profit.
· One of the most renowned French economists Jean Baptiste define the term entrepreneur as the agent who unites all the factors of production and who finds in value of the products the re-establishment of the entire capital the employees, and the value of wages, the interest and the rent which he pays as well as the profits belonging to himself.
· F.A. Walke, entrepreneur is one who is endowed with more than average capitalists in the task of organizing and coordinating the factors of production i.e. land, labor and enterprise.
· Peter F. Drucker, defines an entrepreneur as one who always searches for change, responds to it and exploits it as an opportunity.
· Frank Young, defined entrepreneur as a change agent.
· 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.
· Akhouri describes entrepreneurs as a character who combines innovativeness, readiness to take risk, sensing opportunities, identifying and mobilizing potential resources, concern for excellence, and who is persistent in achieving the goal.
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.
Characteristics of Entrepreneur

Because entrepreneurs have the potential to contribute much to society, researchers have tried to analyze their personalities, skills and attitudes, as well as the conditions that foster their development. Research has shown that certain psychological and sociological factors are characteristics of entrepreneur.

· Need for achievement: individuals with a high need for achievement like to compete with some standard of excellence and prefer to be personally responsible for their own assigned tasks, i.e. need for achievement –a desire to succeed, where success is measured against a person standard of excellence. 
· Risk taking: the risk that entrepreneurs take in starting and/or operating their own business is varied. By investing their own money, they assume a financial risk. David C. McClelland discovered in his studies that individuals with a high need for achievement also have moderate risk-taking propensities. 
· Self-confidence: individuals who possess self-confidence feel they can meet the challenges that confront them. Studies show that successful entrepreneurs tend to be self-reliant individuals who see the problem in launching a new venture but believe in their own abilities.
· Innovation: innovation activity is a hallmark of entrepreneurship, but not necessarily of the owner manager. Innovative behavior is a key to the entrepreneurial personality according to many commentators.
· Total commitment: hard work, energy, a single mind ness are all essential elements in the entrepreneurial profile, such as running your own business in a 24-hours-a-day.
· All rounder: at least in the early stage of business, entrepreneurs need to be able to “make the product, market it and count money”.
· Knowledge: an entrepreneur has sound conceptual knowledge about all technicalities of the business. 
· Desire to succeed: an entrepreneur has a strong desire to succeed in life. Their dreams are not just limited to achieving one single goal but they constantly work to achieve higher goals.
· Independence: an entrepreneur needs independence in work and decision making. They don’t follow the rules of thumb but make their own rules and destiny.

· Hard working: at times they are called workaholics. Work is worship for them. They put in continuous effort to achieve success and know that there is no substitute for hard work.

Characteristics of an Entrepreneur

1. Mental ability

2. Clear objectives

3. Business secrecy

4. H.R. ability

5. Communication ability

6. Technical knowledge

7. Achievement– oriented

8. Perseverance

9. Ethical

10. Motivator

11. Self– confident

12. Long term involvement

13. High energy level

14. Problem solver

15. Initiator

16. Goal setter

17. Risk taker
18. Optimism

19. Positive response to challenges

20. Dynamic leadership

	The Ring Toss Exercise

Suppose there are three rows of gifts and prizes. The first raw is closest and with least attractive gifts followed by the second row with more attractive gifts, but placed at a greater distance than the first row and the third with the most attractive gifts, but placed farthest of the three rows. You have a ring to throw. Which row you will target as an effective entrepreneur? Support your answer with legible reason.


“The secret of success is work hard and apply yourself” R. David Thomas
Entrepreneurial Process

	Identifying Opportunities



	Establishing Vision



	Persuade others


	Gather Resources


	Create the new venture



	Change with time



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.
Role of Entrepreneur
• To improve backwardness of the people. 

• Economic development of the region. 

• To analysis resource utilization. 

• Proper utilization of human potentiality. 

• Special attention to take up new activities. 

• To create self-employment and generation of employment opportunity. 

• Eradication of regional imbalances. 

• Better economic gain. 
Factors Responsible for Emerging of Entrepreneur

According to Madhurima Lall and Shikha Sahai (2008), an individual’s decision to pursue an entrepreneurial career is dependant on various factors. These have been discussed below:

1. Background Factors

(a) Educational, Training and Experience: the type of education, training and experience an individual has acquired influences his choice of setting up an enterprise. Technically qualified persons normally set up their ventures in the field of their specialization, mainly because working in one’s area of specialization provides confidence and reduces the uncertainness associated with the new venture.
(b) Family, Role Model and association with similar type of individuals: If an individual has a supportive family, has role models who have been successful or are in association with the same name or similar type of business activity the individual is engaged in, they add vigor to his desire to set up a new venture.

(c) Financial Condition: Both adverse and supporting financial conditions can motivate an individual to set up new ventures. When an individual is unemployed or is not able to support his family demands, or if he has surplus funds, he may start looking for a new business venture where he can put in his time/money to achieve success and thus fulfill his demands.

2. Motivational Factors

(a) Need for Achievement: This has been identified as the most important reason for entrepreneurial motivation by various researchers. Need for achievement means the drive to achieve a goal. Entrepreneurs have a compelling drive to succeed. They strive for personal achievement rather than reward per se.  

(b) Personal Motives/Expectation: This has been found to be one of the crucial factors for entrepreneurship amongst individuals. These individuals have an internal focus on of control i.e. they consider themselves responsible for their growth and development.

(c) Business Environment: Supportive business environment like low rate of competition, high profit margin, good economic condition of the region, high demand-all contribute towards motivating an individual to set up a new venture.

3. Economic Factor

(a) Supportive government policies: From time to time, the government keeps formulating policies and programs to promote entrepreneurs in different fields. 

(b) Availability of financial assistance from various funding bodies: An entrepreneur needs funds to set up a business and may not be having the required funds to support the requirements of the business set up. In such situation, he/she can obtain assistance from financial institutions. Hence the financial institutions can facilitate the setting up of a new venture by easing out the disbursement of funds to them. 

(c) Ancillary support: Ancillary support from suppliers, distributors, retailers etc. 

(d) Availability of technical factors like premises, electricity, and labor: Feasibility with which factors of production are available to the entrepreneurs will facilitate an entrepreneur in making the final decision of setting up a business venture. 

4. Reward

(a) Recognition: Since the success of a business is usually proportionate to the efforts put in by entrepreneur, setting up of a new ventures gives an entrepreneur an individuality, the outcome of which is highly dependent on him. 

(b) Social status: Entrepreneurship is the way to get large profit margins which salaried employees cannot even think of.  Hence, if the business runs successfully, is automatically raises the social status of an individual.
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	Diagrammatic Depiction of Factors for emergence of entrepreneur


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 the 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. 
	Risk Takers, Profit Makers

Lorenza Vega

Lorenza Vega turns rags to riches-literally. He stitches together patchwork ties from leftovers strips and scarps of silk. His designs mix his colorful Colombian heritage with traditional American quilting and modern design theory. That combination had made the young New York designer a premier figure in high fashion. At first, Vega did quite well design evening and bridal gowns. Then a client asked him to make a tie for her husband. In the process, Vega made a discovery- that ties were an undervalued element of men’s fashion. With the correct tie, he found, you could upgrade a suit, assert individuality, and have some fun. Vega’s first ties appeared in 1989. They were floral prints, and they shocked the conservative tie market. Vega never even thought of patchwork ties until his second year of business. The idea grew out of what he saw as intolerable waste-garbage bags full of expensive silk scraps. The scraps were what were left after patterns were cut from bolts of fabric.  Vega’s seamstresses had reservations about his first effort. Somehow they looked too busy. Vega’s solution? He used larger pieces of fabric. When the prototype was finished, Vega knew he had something unique. Today, so do the men who wear Vega’s ties. Each pattern is sold in only limited quantities to small boutiques. This practically guarantees wearers that they will never run into someone wearing same tie.  Vega also pampers the wearer. His latest ties have a pocket built into the back and a small chain to keep the panels together.  Vega’s selling points don’t end with exclusively, conservation, and style. He also emphasizes speed. He ships out a new collection every 6-8 weeks. As a result of his imagination and entrepreneurial skill, Vega’s business is booming.


Entrepreneurship and Economy

Richard Cantillon, a French economist is credited with giving the concept of entrepreneurship a central role in economy. In his Essai sur la nature du commerce en général, published in 1755, Cantillon described an entrepreneur as a person who pays a certain price for a product to resell it at certain price, there by making decisions about obtaining and using resources while consequently assuming the risk of enterprise.  A critical point in Cantillon argument was the entrepreneurs consciously make decisions about resource allocation. 

Adam Smith spoke of the “enterpriser” in his 1776 Wealth of Nation as an individual who undertook the formation of an organization for commercial purpose. He thereby ascribed to the entrepreneur the role of individualist, but he also viewed the entrepreneur as a person with unusual foresight who could recognize potential demand for goods and services.  In Smith’s view, entrepreneurs reacted to economic change, thereby becoming the economic agents who transformed demand into supply.

Entrepreneurship plays an important role in the economic growth and development of nation. It is a purposeful activity includes in initiation, promotion and distribution of wealth and service. An entrepreneur is a critical factor in economic development and integral part of the socio-economic transformation. It is a risk taking activity and challenging tasks, needs utmost devotion, total commitment and greater sincerity with fullest involvement for his personal growth and personality. The entrepreneurial career is not a one day job nor is it bed of roses. Prosperity and success never come easily. It takes time and needs hard work, systematic planning and business acumen to be successful entrepreneur. 
Therefore, before choosing this path, one should be very careful in knowing about his own self. This introspection process helps him in knowing about himself. Every person has his own potentiality and resource how he looks in to this aspect. If the person can understand or identify his inner traits, then it helps him choosing the right path for which he should look into his beliefs, faith and values etc. For an entrepreneur it is of great importance to know about him on the basis of above mentioned individual consideration. These consideration give him ample scope to face his own self by asking the question “Who I am?” If he can give meaning answer to this complex question with exemplary courage and utter personal disregard to being exposed, then it helps him in getting a fair idea about himself. On the whole, it helps him to make the right decision in choosing the right path for getting involved for deciding the future course of action. This is nothing but a self-identification process. After having being proper identified his strength, weakness and ability, he can make a decision of his choice, whether he will take up entrepreneurship as a career or not. If yes, then in which entrepreneurial area. 
“Choosing entrepreneurial career is like choosing a life partner.” The person has to be there in the job forever and may have to continue in that chosen line for generations to generation and grows in this process if it is matching; if it mismatches it goes the other way round. 
Considering this aspect, he should always be governed by three basic qualitative instincts to serve in the world of uncertainty. These are – (1) Will, (2) Zeal (passion), and (3) Skill
	Activity
“An entrepreneur career is not like a bed of rose”. Explain the statement in detail.


Creativity, Innovation and Entrepreneurship
Innovation is not just creation of new ideas/thoughts, but it is also about translating them into products/service. Innovation is the successful exploitation of new ideas incorporating new technology, design and best practices. Innovation is something more than idea generation. It is because idea has little significance till it is converted into some useful product/service. Innovation is the process of conceptualizing an idea and transforming that idea into product/service. 

According to Edward de Bono, Creativity is the ability to bring something new into existence from either an existing or new idea. A creative person conceives an idea, which is new. It is immaterial whether he takes any action or not, the emphasis here is on the ability and not the activity of bringing anything new. Entrepreneurs need new ideas for setting up/running new business venture. An entrepreneur who is creative and brings his/her ideas into reality turns out to be successful in business. Creativity has also become important in the present highly competitive market where the business needs to differentiate itself from others to survive.

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. Innovation is a way of doing something differently and better. That is, it is a means of exploiting a business opportunity. In short, innovation is invention (act of creating something) plus commercialization (putting the new creativity into the market place). Carland (1984) saying that entrepreneurs introduce new goods, services, methods of production, open new markets, new sources of supply and re-organize industry.
Creativity is thinking new things, and innovation is doing new things.

Entrepreneurship = creativity + innovation 
The next question that comes to mind is- are creative persons born or made?  Some of the psychologists were of the view that creativity is a function of the brain’s right hemisphere and creative persons are born and not made. But various scientific researches have proven that the human brain can be conditioned under stimulating environment to become creative. 

Creativity is the ability 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 to enhance or to enrich people’s lives. Harvard’s Theodore Levitt says that creativity is thinking new things and doing new things or old things in a new way.  Simply having great new ideas is not enough; transforming the idea into a tangible product, service, or business venture is the essential next step. Management legend Petere Drucker says, “Innovation is the specific instrument of entrepreneurs, the means by which they exploit change as opportunity for a different business or a different service.”

Successful entrepreneurs come up with ideas and then find ways to make them work to solve a problem or to fill a need. In a world that is changing faster than most of us ever could have imagined, creativity and innovation are vital to a company’s success .Creativity thinking has become a core business skill, and entrepreneurs lead the way in developing and applying that skill. 

Sometimes creativity involves generating something from nothing. However, creativity is more likely to result in elaborating on the present, or putting old things together in new ways, or of taking something away to create something simpler or better. 

More often, creativity ideas arise when entrepreneurs look at something old and think something new or different. Entrepreneurship is the result of a disciplined, systematic process of applying creativity and innovation to needs and opportunities in the market place. It involves applying focused strategies to new ideas and new insights to create a product or a service that satisfies customers’ needs or solves their problems. Entrepreneurs are those who connect their creative ideas with the purposeful action and structure of a business. Thus, successful entrepreneurship is a constant process that relies on creativity, innovation, and application in the market place.

Innovation must be constant process because most ideas don’t work and most innovations fail. Successful entrepreneurs recognize that failure often accompanies innovation, and they are willing to accept their share of failures because they know that failure is merely part of the creative process. Entrepreneurship requires business owners to be hold enough to try their new ideas, flexible enough to through aside those that don’t work, and wise enough to learn about what will work based on their observation of what did not. 

Comparison of Entrepreneur with Entrepreneurship

	Entrepreneur
	Entrepreneurship

	1. Entrepreneur is a person
	1. Entrepreneurship is a process

	2. Entrepreneur is an organizer
	2. Entrepreneurship is the organized form of initiative

	3. Entrepreneur is a risk-taker
	3. Entrepreneurship is a risk-taking activity

	4. Entrepreneur is an innovator
	4. Entrepreneurship is the process of innovation

	5. Entrepreneur is a good planner
	5. Entrepreneurship is the planning for successful performance

	6. Entrepreneur is a leader
	6. Entrepreneurship is crux of leadership

	7. Entrepreneur is a decision-maker
	7. Entrepreneurship a decision making process

	8. Entrepreneur is a visualize
	8. Entrepreneurship is a vision

	9.Entreprenuer is an administrator
	9. Entrepreneurship is an administration

	10. Entrepreneur is an initiator
	10. Entrepreneurship is taking an initiative
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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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Activity 


Which type of economy system relatively best suits to the development of entrepreneurs in Ethiopia? Is it social, command or free market? Why?


You learned that Creativity and Innovation are characteristics of entrepreneur. Explain which one is the pre requisite to the other.


Explain the Adam Smith concept regarding entrepreneurship in the economy?
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