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1.1 Learning Olbyjectives

After studying the chap ter, stuidents will be able to:

Discuss the iniportance of entrepreneurship;

Explain the concep ts of entrepreneur and entrepreneurship;

Discuss the charact eristics of an entrepreneur;

Describe the factor:, that influence entrepreneurship;

Explain the concep't of intrapreneur;

Explain the simil arities and economic differences between entrepreneur and
intrapreneur.

1.2 Introduction

Everyone is aware of the tern1 ‘entrepreneurship” which refers to a process by which individuals
launch and manage their business and industrial enterprises. Entreprenevirs are the ones who

risk and invest their own cap ital into the business and industrial-ventures.
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The word ‘entrepreneur’ immediately conjures up images of business tycoons like L.N.
Mittal or Bill Gates. While these rich, famous and successful individuals can be inspirational for
some, most of us would find it difficult to associate our own lives, personalities or abilities with
them. But the fact is that virtually everybody is en}reprenetirial in some part of his or her life.
Entrepreneurial in terms of self-development (an athlete constantly practicing to improve his/
her performarice and stamina), in terms of self-decision making (a man deciding not to marry
and devoting the rest of his life in the service of Gody}, in terms of creativity (a housewife using
waste material for making a piece of art), risk-taking’ {a teenage boy trying bungee jumping).

Hence, anyone who exhibits the characteristics of self-development, creativity, self-decision
‘making and risk-taking can be rightly called as a person with entrepreneurial traits. When these
traits are exhibited by a person running a business he can rightly be called an entreprenéur. The
reverse is also true - a businessman who does not take risks, or does not aim for self-development,
is niot creative and one who cannot make a decision on his own, cannot be rightly called as an
entrepreneur. And in the present co'mpetitive world, the latter is thrown out of the business by
the market forces over a period of time. ’

In the previous unit, we dealt \!vith the various classifications and rinode]s of entrepreneurship
and also discussed about the problems faced by the entrepreneurs in India. This unit will
help you to understand the concepts of entrepreneur and intrapreneur, Intrapreneurship is
the practice of entrepreneurial skills and approaches by or within a company or at home. The
notion of intrapreneurship requi'r;as that managers inside the company’should be encouraged to
be entrepreneurs within the flrm rather than go outside. For an entrepreneur to survive in an
organization Iw/she needs to be sponsored and given adequate freedom'to implement his ideas.
Otherwise, the entrepreneurial spark will die. The entrepreneur who starts his own business
generally does so because he aspires to run his own show and does not like taking orders from
others.

What is needed in large bureaucratic companies is'a strong and healthy risk-taking culture,
where risk-taking managers are assured security and rewards. Anentrepreneurial culture requires
a constant generation of ideas. It needs managers who listen and respond to new ideas and are
willing to risk their future, a sj(stem that rewards managerswho may fail but who have generated
and experimented w1th ideas. b

Investigate any big innovation in an crganization and you will find an entrepreneur.
“Look back at any great business or invention of just any big company ‘and you will find that
an intrapreneur created it,” says Gifford Pinchot, who invented the word and popularized the
term in his book Intrapreneuring, Though Pinchot invented the term, the concept (of internal
entrepreneurial efforts in an organization to alter its status quo, hamess energies of talented
employees and sponsorshlp to promising ideas and innovations them) was being relied upon by

* forward thinking organizations for decades. :

1.3 Meaning of Entrepreneurship

The word ‘entrepreneur’ immediately conjures up images of busm%s tycoons like L.N. Mittal or
Bill Gates. While these rich, famous and successful individuals can be inspirational for some, most
of us would finel it difficult to associate our own lives, personalities or abilities with them, But the
fact is that virtually everybody is entrepreneurial in some part of hxs or her lives. Entrepreneurial
in terms of self-development (an athlete constantly practicing to improve his/ her performance
and stamina), in terms of self-decision making (a man deciding not to marry and devoting the
rest of his life in the service of God), in terms of creativity (a housewife using waste material for
making a piece of art), risk-taking (a teenage boy trying bungee jumping).




Hence, anyone who exhibits the characteristics of self-development, creativity, self-decision
making and risk-taking can be rightly called as a person with entrepreneurial traits. When these
traits are exhibited by a person running a businesshe can rightly be called an entrepreneur. The
reverse is also true ~ a businessman who does not take risks, or does not aim for self-development,
is not creative and one who cannot make a decision on his own, cannot be rightly called as an
entrepreneur. And in the present competitive world, the latter is thrown out of the business by

the market forces over a period of time.

Entrepreneurship is the process of creating something new, with value, by devoting the
necessary time and effort, assuming the accompanying financial, psychic, and secial risks, and
receiving the resulting rewards of monetary and personal satisfaction and independence.

Entrepreneurship is often viewed as a function, which involves the exploitation of
opportunities, which exist within a market. Such exploitation is most commonly associated with
the direction and/or combination of preductive inputs. Entrepreneurs usually are considered
tp bear risk while pursuing opportunities, and often are associated with creative and innovative
actions. In addition, entrepreneurs undertake a managerial role in their activities, but routine
management of an ongoing operation is not considered to be entrepreneurship. In this sense,
entrepreneurial activity is fleeting. An individual may perform an entrepreneurial function in
creating an organization, but later is relegated to the role of managing it without performing an
entrepreneurial role, In this sense, many small-business owners would not be considered to be
entrepreneurs. Finally, individuals within organizations (i.e. non-founders} can be classified as
entrepreneurs since they pursue the exploitation of opportumnities.

Entrepreneurship is the tendency of a person to organize the business of his cwn and to run
it profitably, using all the qualities of leadership, decisions making and managerial caliber etc. The
term “entrepreneur” is often used interchangeably with “entrepreneurship”. Entrepreneurship is
a role played by or the task performed by the entrepreneur, The central task of the entrepreneur
is to take moderate risk and invest money to earn profits by exploiting an opportunity. For this
he must possess far-sightedness to perceive an opportunity so that he can exploit it well in time.
Although an entrepreneur has to perform diverse functions yet he z..r manifest many qualities
in himself to be a good entrepreneur. ’

1.4 Importance of Entrepreneurship

Prosperity of a nation clepends on the development of its economy. Every nation has a responsibility
to ensure economic development to improve the living standards of the people, eliiminate poverty
and backwardness. The process of economic development involves improvement in Gross National
Product and depends on the utilization of physical natural resources by the human resources
to realize the productive potential of the nation. It requires increase in production and level of
consumption.

Ina [abor abundant but capital short economy like India, there is limitation to the gavernment
in directly involving itself in increasing productivity considering the severe budgetary constraint
for funds and the pressing need for higher investment in the frontiers of social development.
Hence, the people have to come forward to engage themselves in productive activities by starting
their own industrial unit’s livelihood. When more and more persons come forward to start their
own enterprises, however small it may be, and run the enterprise, efficiently and effectively, the
productivity of the nation will automatically improve. The government implements a number of
programmes to induce self-employment and to develop entrepreneurship in the country. Hence,
development of entrepreneurship and entrepreneur are sine-qua-non for the economic prosperity
of the nation. Fallowing are the reasons why entrepreneurship holds vital role in an economy:
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1. Creates wealth for nation and for individuals as well: All individuals who search business

opportunities usually; create wealth by entering into entrepreneurship. The wealth created

_by the same play a considerable role in the development of nation. The business as well as

the entrepreneur contributes in some or other way to the economy, may be in the form of

products or services or boosting the GDP rates or tax contributions. Their ideas, thoughts,
and inventions are also a great help to the nation.

2. Provides employment to huge mass of people: People often hold a view that all those who
do not gét employed anywhere jump into entrepreneurship, a real contrast to this is that
76% of establishments of new business in the year 2003 were due to an aspiration to chase
openings. This emphasizes the fact that entrepreneurship is not at all an encumbrance to an
economy. What more is that approximately 34 million of fresh employment opportunities ‘

were created by entrepreneurs from the period of 1980. This data makes it clear that -

entrepreneurship heads nation towards better opportunities, which is a significant input
to an economy.

3. Contributed towards research and development system Almost 2-3% of all innovations
are due to the entrepreneurs. Without the boom of inventions the world would have beena
much dry place to live in. Inventiéns provide an easier way of getting things done through
better and standardized technology. .

4. Itisachallenging opportunity for the people Although entrepreneurship is a challengmg
task but in most of the cases the rewards it gives are much more than what one anticipates.
It does not only reward an entrepreneur at financial levels but also on individual level. It
provides selfsatisfaction to the entrepreneur.

5. Entrepreneurship provides self-sufficiency: The entrepreneur not onIy become self-
sufficient but also provide great standards of living to its employees. It provides opportunity
to a number of people working in the organization: The basic factors which become a cause

. of happiness may be liberty, monetary rewards, and the feeling of contentment that one
‘gets after doing the job. Therefore the contribution of entrepreneurs makes the economy
an improved place to live in.

6. Sky-scraping heights of apparent prospect: The individual gets maximum scope for growth
and opportunity if he enters into entrepreneurship. He not only earns, the right term would
be he learns while he earns. This is a real motivating factor for any entrepreneur as the
knowledge and skills he develops while owning his enterprise are his assets for life time
which usually, lacks when a person is under employment. The individual goes through a
grooming process when he becomes an entrepreneur. In this way it not only benefits him
but also the economy as a whole. ' )

1.5 Concepts: Entrepreneur and Entrepreneurship

The concept of entrepreneurship has evolved for a long time but its popularity has not gained so
much for a long while. But through resurrection, the concept has attained so much popularity that
after its observation, a firm idea has been grown up about its sudden discovery. Entrepreneutship -
is one of the four mainstream economic factors, viz., land, labor, capital and entrepreneurship.
The word itself has been derived from the French word entrepreneur in the 17th century, which
means the person who undertakes the risk of new enterprise. The persons would undertake the
work of a contractor and bear the risk of profit or loss. Early references to the entrepreneur can
be traced out in the 14th century when the term indicated about tax contractors who paid a fixed -
sum of money 1o a government for obtaining the license to collect taxes in their region. .

Thereafter, entrepreneurship was a common topic in economic essays in the 18th and
19th centuries. The early French, British and Austrian economists were notable in this respect



and wrote impressively about entrepreneurs as the changing agent of progressive economies. A
French economist, Richard Cantillon was the first man to be credited with giving the concept of
entrepreneurship a central role in economics as described in his publication in 1755. In the opinion
of Cantillon, entrepreneurs consciously make decisions about resource allocation. He identified
the entrepreneurs as the agents who purchase means of production in order to combine them to
produce a product to sell at price that are uncertain at the moment at which he commits himself
to his cost.

Adam Smith interpreted the work “enterpriser” in his famous book, Wealth of Nation in
1776 as an individual undertaking the formation of an organization for commercial purposes.
In his view, entrepreneurs reacted to economic change, thereby becoming the economic agents
who transformed demand into supply. A few decades later from Cantillon, the concept of
entrepreneurship has gained transparency. Another French economist, ].B. Say in his book, A
Treatise on Political Economy originally published in 1803 identified an entrepreneur as a person
who possessed certain arts and skills of creating new economic enterprises and who had also an
exceptional insight into society’s needs and was able to satisfy them. In 1848, the British economist,
John Stuart Mill analyzed the necessity of entrepreneurship in private sector.

In the nineteenth century the entrepreneurs were regarded by new names, as captains
of industry. They were then the risk-takers, decision-makers and as persons desirous of wealth
earning. They would develop new enterprises by means of collection and management of resources.

Some two decades or more from the proclamation of ].5. Mill, an important movement
was noticed in Austria. This movement subsequently influenced the 20th century concept of
entrepreneurship. Carl Menger in his book, Principles of Economics in 1871 established the
subjectivist perspective of economics in which he viewed that economic change does not arise
from circumstances but from an individual’s awareness and understanding of those circumstances.
In his opinion, an entrepreneur is regarded as the change agent who converts the resources into
useful goods and services, thus creating the circumstances leading to industrial growth.

In the 19th century entrepreneurs were recognized as the captains of industry, the risk-
takers and decision-makers. They were the individuals who desired to acquire wealth and who
gathered and managed resources to create new enterprises. The implication of an entrepreneur
has changed from captains of industry to an elusive individual who reaped profits at the expense
of others. The term ‘entrepreneur’ was relegated to obscurity in economic literature for several
decades and management writers and thinkers focused their attention on factory efficiency and
administration, '

Another Austrian Economist, Joseph Schumpeter revised the concept entrepreneurship. He
was the first who recognized the importance of an entrepreneur as a human agent in economic
development. Schumpeter in his series of economic articles and treatises between 1911 and 1950
described entrepreneurship as a force of creative destruction by which the established methods
of doing things are destroyed by the creation of a new one. According to him, entrepreneurship
is a process and it is essentially a creative activity. The entrepreneurs are the innovators who
introduce something new into the economy through new combinations of resources and new
methods of commerce. It is his view that such types of innovators are rare in society and they
appear on the scene of development periodically.

Max Weber (1864-1920), a German sociologist emphasized his opinion that creative and
entrepreneurial initiatives are generated by adopting exogenous beliefs which, in turn, produce
three intense efforts in occupational goals and accumulation of productive assets leading to
manufacture of goods and services. In his opinion entrepreneurs are influenced by a particular
social condition in which they live and society itself shapes the personality of the individuals as
entrepreneurs.
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In recent times, as regards entrepreneurial aspect, a few psychological theories-have been
developed by a number nf fainous psychologists, like McClelland, Hagen and Kunkel and some
sociological theories developed by Thomas Cechran and Frank Young., McClelland stressed
the importance of achievement motivation assisting to expose the personality of entrepreneurs
and leading to economic and social development. Hagen identified the emergence of a group of
creative individual resulting cn withdrawal of status in society. Thus it led to the development
of entrepreneurs and taking off the process of economic development. Kunkel conceived that the
behavioral pattern of individuals is the significant matter for the development. Such a behavioral
pattern can be directed by external stimulus. In their theories, Cochran and Young did not lay so
much importance of the society in shaping the personality of the entrepreneurs and they suggested
that certain factors, viz, agricultural values, social se;nctions, role expectation and inter-group

relations in society are responsible for emergence of entrepreneurs.

Till the nineteenth century various concepts of entrepreneurship had emerged. Since then in
respect of managing the enterprise, the task of management has been recognized as an important
matter. For management, the responsibility of entrepreneurs has been delegated to the managers.
Now the term entrepreneurship cannot be clearly defined or the enfrepreneurs cannot be clearly
identified as a particular person. According to modern management experts, entrepreneurship can
be considered as a behaviour encompassing an individual’s pursuit of opportumty irrespective
of the resources controlled.

In view of discussions above, it may be concluded that different researchers have expressed
their divergent opinions as regards emergence of entrepreneurship. On analysis of various
researches and their results as regards evolution of entrepreneurship, the following matters may
be observed:

Entrepreneurship has been recognized in different names at different times in various
countries of the world. Some of the different names are risk-taking, decision-making, free thinking,
agency of a ehgnge, an act of innovation, etc.

CASELET: Kudos to Modern Entrepreneurs -

Is the concept of entrepreneurshlp new to India? At a superficial level it seems to be a8 old as
the Gupta and Chola dynasties, which traded spices with the rest of the world, followed by
the Mughals and the Britishers. But during all these eras, entrepreneurship was more about
creation and accumulation of wealth in the hands of few, The essence of entrepreneurship is
creation of wealth - Yes, not mere accumulation, but rather distribution of wealth, And when
it comes to distribution of wealth none of the dynasties and the rulers of the past pass the
qualification. In this context, it is only the entrepreneurs of the post-liberalization era who fit the
bill. Entrepreneurs of the recent era not only work for thei* awn growth but also for the growth
of all those who are associated with them. Narayana Murthy of Infosys is a good example for
this. Narayana Murthy not only created wealth (the Infosys) but also distributed the fortune of
Infosys to all its members by introducing ESOP (Employee Stock Opton Plan) through which
He made all its employee.as partners in growth and development. He recently retired from the
post of CEO after attaining the age of 60 and made way for the younger generation. Hence
the essence of entrepreneurship is not creation and accumulation of wealth but distribution of
wealth amongst all those who are associated with the business.

Source; Lall Madhurima, Sahai.Shikha (2008), “Entrepreneurship,” Excel Books Pvt.Ltd.

The entrepreneurs have tried to accelerate the economic development by means-of
establishing their own enterprises. By allocating resources properly, that is, by using various
productive factors, they made endeavours to accelerate the pace of development.

The entrepreneurs have been playing the important role sometimes as economic agents and
sometimes as innovators. Up to the 19th century, their role was restricted to the sphere of risk-



taking, decision-making and economic agency propounded by Cantillon, Adam Smith, .B. Say and

1.S. Mill. But the role of an entrepreneur as innovator was first recognised by Joseph Schumnpeter. Enirepreneurship Development

1.6

Characteristics of an Entrepreneur

Entrepreneurs possess the following vital characteristics:

1.

An especially skillful person: The entrepreneur is recognized as a person having a special
skill and at the same time a person providing others for motivation. He may be either a
single individual or anindividual in a group. Whatever he may be, he possesses that special
skill which is not generally found in common man,

An innovator: He is rightly known as an innovator who engages himself to innovate new
production and methods of reconstruction of industries. According to Schumpeter, the main
characteristic of an entrepreneur is to innovate something. Through such innovation, the
execution and effective use of a creative idea are ensured. Its success brings for commercial
achievement and new horizon of ecoﬁomy emerges. varieties of products, explores new
market horizons, and introduces new techniques of ’

Example: Sasken Communication technologies: HQ) at Bangalore has introduced an innovative
people policy to attract and retain talent in the organization. Hibernation is one of its policies
in which employees after completing four years of service with the organization goes on
hibernation i.e. six weeks of paid leave. Apart from hibernation they have two weeks of
paternity leave, no time in and time out and a liberal leave policy. All these policies go
a long way in creating work-life balance and help in attracting and retaining employees.

Providing completeness to the factors of production: An entrepreneur procures necessary
resources from various sources for the purpose of production and by utilizing them he
provides completeness to the factors of production. Moreover, he endeavours to make contact
with various markets for his products. He is a risk-taker and functions as a coordinator.

Decision-making person: The entrepreneur is such a person who is endowed with a power
to make a proper decision as regards the establishment of a business, its management, and
procurement of different factors, methods of distribution and coordination of various scarce
resources. Since he has a strong power of decision-making, he can take decisions on various
maters rapidly. His achievement largely depends on the ability of his decision- making,.

A man of creative personality: As the term implies, he is known as an employer who makes
optimum utilization of economic resources and thus carries on productive activities. He has
a quality of creating something new and as such he is a person of creative personality. For
this, he is known as a creative innovator. He creates new ideas, nurtures them in the light
of his own experience, knowledge and intellect. Through all such activities, his creative
personality and mentality are exposed.

A basic plan-maker: An entrepreneur is the owner, employer, producer, market-creator,
decision-maker, risk-taker, coordinator, and user of market information, creative individual
and innovator. For this, he is regarded as a pioneer of economic development.

A pioneer of economic development: An entrepreneur is the owner, employer, producer,
market-creator, decision-maker, risk-taker, coordinator, and user of market information,
creative individual and innovator.

Dynamic leader: He provides proper motivation to his workers by means of leadership so
that the workers can give their best efforts to the interest of the organisation.

Creator of wealth: The entrepreneur uses various resources for running his products or services
are produced. Hence, the entrepreneur creates his personal wealth and at the same time he
helps to increase social wealth, because new wealth is created due to increase in demand for
product or services. As such, creation of wealth is one of the basic features of an entrepreneur,
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Self-confident and ambiticus: In the opinion of John Hornaday, one of the important features
of an entreprencur is that he should be self-confident as well as ambitious. Self- confident is
regarded as one of the remarkable characteristic features for his success. This self-confidence
leads him to face any situation boldly. Self-confidence relates to harmonize between word
and work. Similarly, he should aIwaYs have in himself, high ambition.

. i .
Risk-bearer: It is needless to say that an entrepreneur has to bear the various risks concerning

the enterprise. Without risk bearing, his enterprise activities cannot be conducted. The,

capacily of an entrepreneur to bear the risks is lii"s inherent feature. He has o bear always
the risks in case of production of any new product or service. There are various types of
risks to be borne by him, These are risks associated with procurement of raw. materials and
capital and marketing of goods, etc. this risk bearing is the prereqhisite to his success. This
is the part and parcel of his daily activitizs. T

Adventurer: After thinking over various matters, an entrepreneur undertakes his venture
and after evaluating pros and cons of all the matters, he selects the most suitable one. While

.making selection, he requires to be a bit adventurer. This quality is such an outlook, which

leads him to accept the challenge in various adverse situations.
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Following are the various factors that influence entrepreneurship:

Educational: There is a need to have drastic changes in educational pattern to make it more
relevant to the needs of the time, economic, social and political environment. More and
more young minds should be trained to create avenues for self-employment. Designing a
suitable programme of entrepreneurial education and introduction of entrepreneurship, as
a subject for study even at the school level to make the young mitids realize the importance
of entrepreneurship are the need of the hour.

Legal: The law must protect the weak till the time they need it. Entrepreneurs in small sectors
have limited resources and cannot compete with large-scale manufactures. Reservation of
certain items of products for exclusive production in small sector is one such legal measure
to protect the interests for small-scale entrepreneurs.

Infrastructure: Land and factory sheds at concessional rates, adequate suppIy of power,
water, coal and other sources of energy, transport facilities, availability of wagons, supply
of raw materials and other physical facilities should be provided by the Government to
facilitate setting up of new enterprise.

Institutional: Entrepreneurs need advice on the Iines of manufacture, which may be suitable,
sources of raw materials, finance and other facilities like technical know-how, tools and
equipments, etc. The entrepreneurs also need to know about the opportunities and threats

" to their business, government policies, developments in international economic scene,

technological changes, etc. Institutions have to be established to keep the entrepreneurs
informed about all these matters of their interest and also to enable them to present their
probleris before the authorities in the government.  ~

Financial: The needs for fixed and working capital should be adequately needed; if the
new enterprises are to serve and grow. The lack of financial resources deters potential
entrepreneurs to start new ventures. The problems become more acute in the capltal short
developing countries where the business and mdush’y how to putup with underdeveloped
capital market. The governments, in these- countries should see that the capital market is
developed with newer and innovative capital market instruments and. strong financial
institutions.
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6. Procedural: The bureaucratic procedure of government offices, industries departments and
financial institutions is a great hindrance to the growth of new enterprises. The entrepreneurs
have to run to different jobs; and complete a number of offices in government for different
jobs; and complete a number of formalities pi'escribe) by several laws, rules and regulations.
It would be better for the potential and existing entrepreneut, if the number of procedural
and legal restrictions of the entrepreneurs is reduced and an administrative mechanism is
developed to look after all the needs ‘and requirement the entrepreneurs.

7. Communicational: The information gap pushes many entrepreneurial ventures towards

" extinction. Unless an en&epreneur knowq about the market potentials, competition in the

market, technological and other developments, the entrepreneurs is not l{kely to succeed

in the venture. The government departments, organizah'f)n_s of entrepreneurs, financial

_ institutions arid business consultants have a role to play in this regard. It is very important
for an entrepreneur to succeed.

8. Information technology and communication: Modern technology such as Information
Technology has entered every walk of human life. Faster mode of communication through
email, networking, web technologies have revolutionized the industrial scene with the fast
and up to date information at different levels of management, the management processes
also have gone considerable changes in decision making and implementation.

9. Rapid Changes: IT and communication revolution, the networking within the industry and
outside the industry has increased many fold. The exchange of information and availability
of resources is bringing changes in the industry faster than ever before in the history.

10. Large size: There is considerable increase in automation and introduction of computerized
production and process controls in industries. The demand for the goods and the
geographical reach is bringing large size industries as well as services. The size gets
advantage of economies of scale in manufacturing marketing.

11. Ré&D Technology: Conipém‘es today are investing lots of money in R&D activities to develop
new products and new processes to compete in the global market. - .

12.  Stakeholders: The stakeholders of today are more knowledgeable and .get up to date
information about the industry developments as well as the progress of particular industries
were interested. Thus there is awareness by the stakeholder, which gives him c_I'oser
involvement than ever before.

13. Globalization: Now business operates in an open environment, as there is no geographical
boundaries exist. So competition has become very intense. To survive in today’s market
company has to be very competitive in terms of quality, price and delivery.

'CASE STUDY: The Rise and Fall of Ramalinga Raju-

The Rise and Fall of Ramalingn Raju Abstract: The case discusses the rise and subsequent fail
of one of the visionary leaders in the Indiaf IT sector, Ramalinga Raju (Raju). US-educated Raju
founded Satyam Computers Services Limited (Satyam) and under his leadership, the company
grew to become orie of the leading IT services companies in the world. In an announcement that
surprised the IT and investor communities both in India and across the world, l-iaju corifessed
to a major accounting fraud that marked his fall, drawing comparisons to Bernard Madoff.
The case examines in detail the inception and growth of Satyam, vision and leadership skills
of Raju, the problems Satyam faced due to growing competition, the Maytas fiasco and the
events leading to confession of accounting fraud by Raju. The case concludes with a discussion
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1. Study the inception and growth of Satyam.

2. Analyze the importance of visionary leadership for the growth of a company.
3. Examine the importance of hayving a strong board and governance structure.
4. Understand the reasons that led to the fall of Raju.

5, Appreciate the importance of ethical leadership.

Contents )

Fall from GraceBackground NoteAll is Not Well with RajuRaju’s Fall BeginsRaju Confesses
to FraudThe Aftermm"Sat)‘ram, for all its glitter, was a firm whose owner ran his software
company in the manner his forefathers did land deals. It failed to make the jump between the
two centuries.”

—Far E_astem Econoniic Repiew, in January 2009

"In many ways, the Satyam scandal is having the same effect in India that the
Madoff scandal is having here {in the USA). Mr. Madoff was an important, highly respected
figure on Wall Street, just as Mr. Raju was an Important highly respected figure in the

Indian business world.”

'—Joe Nocera, 3, New York Tinies, in January 2009
Fall from Grace

OnJanuary 07, 2009, B. Ramalinga Raju (Raju), Founder and Chairman of India’s fourth largest
IT services company, Satyam Computer Services Limited (Satyam), claimed that tHe company
had been inflating the revenue and profit figures for several years. l

He confessed to an accounting fraud that amounted to * 70 billion, In a letter addressed
to the board of directors of the company, he declared that the * 50 billion of cash balances
reported by Satyam for the quarter ending September 30, 2008, did not exist, that the revenues
were ~21.12 billion as against * 27 billion reported earlier, and the operating margins were only
3% as against the 24% declared by the company earlier.

He wrote that the gap arose due to the difference between actual profits and the profits
reported, which kept on growing, over the years. In his confession, Raju wrote, “Every attempt

‘| made to eliminate the gap failed. As the promoters held a small percentage of equity, the

concern was that poor performance would result in the takeover, thereby exposing the gap It
was like riding a tiger, not knowing how to get off without being eaten.”

Raju wias one of the pioneers in the Indian IT industry. He started Satyam with 20

. employees in 1987, when the industry was still at a nascent stage. At that time, Satyam’s main

objective was to provide software services to large companies based mainly in the US. Over the
next two decades, Satyam grew to become the fourth largest IT services company in India with
operations in 63 countries and revenues of over US$ 2 billion for the year ending March 31, 2008.
Though the company had been declaring healthy profits and dividends year after year,
it found itself unable to maintain the pace of growth in revenues that it had achieved in the
early 2000s. l
Industry insiders were of the view that Satyam’s growth was not matching up to that of
the top ‘three companies in the Indian IT industry, namely, Tata Consultancy Services Limited

" (TCS), Infosys Technolagies Limited (Infosys), and Wipro Technologies (Wipro). At the same

time, analysts warned that if Satyam did not keep up its growth momentum, it couid lose its
coveted position to multinational compames like IBM or Accenture that-had ventured into




India, or to home-grown companies like HCL Technologies. Analysts blamed the slowdown
at Satyam on Raju shifting his focus to his family promoted real estate businesses - Maytas
Properties Pvi. Ltd. (Maytas Properties) and Maytas Infrastructure Limited (Maytas Infra). Raju
faced severe criticism in mid-December 2008, when Satyam made its intentions of acquiring
the two Maytas companies public. '

The deal was called oft within a few hours due to the opposition from investors and the
adverse reaction from the stock markets. Satyam’s problems continued and on January 07, 2009,
Raju who till then, had been hailed as a visionary, accepted responsibility for committing the
biggest corporate fraud in India. :

Raju’s revelation shocked not only investors, employees, and clients of Satyam but also
corporate India as a whole. The repercussions of the fraud were felt not only by the Indian IT
industry but also by overseas investors who had invested heavily in the American Depository
Receipts (ADRs) issues of major Indian IT companies including Satyam,

India’s image as a global outsourcing hub was also badly affected. The international
media was taken aback by Raju’s shocking revelation. Commenting on Raju, Forbes, in its
January 2009 issue wrote, “It was a horrifying turn for a man long considered one of India’s
self-made success stories - and active philanthropists”.

Background Note

Raju was born on September 16, 1954. His father Byrraju Satyanarayana Raju was an agriculturist.
Raju did his MBA from Ohio State University and returned to India in 1977. According to him,
“I was just back from the US in the late 1970s after completing my business administration and
was in two minds on the way forward.

I'had all the enthusiasm and passion to do something... of being an entrepreneur. A
friend told me about part-time teaching opportunity at the Administrative Staff College of
India (ASCI). This really appealed to me. But, in late 1977, over dinner one night, my father
told me, ‘It is always important to stay focused and to avoid distractions’...” -

All is Not Well with Raju

While Raju had been praised over the years for his vision and leadership, which were the driving
force for Satyam'’s success, he also received some adverse media coverage. It was reported
that he had taken a loan of * 5.2 million from the Andhra Pradesh Industrial Development
Corporation (APIDC) way back in 1982, to set up Satyam Spinning Mills.

Raju’s Fall Begins

On December 16, 2008, Raju announced that Satyam planned to use the cash reserves to
acquire two companies - Maytas Infra and Maytas Properties. Maytas Infra was a public, listed
infrastructure development company that had been operational for more than two decades.

Maytas Properties was involved in developing residential townships and urban
infrastructure. For the six months ended Septémber 30, 2008, Maytas Infra reported revenues
of * 7.37 billion and a net profit of * 0.37 billion.

Raju Confesses to Fraud

However, before Raju could take a breather, on January 06, 2009, DSP Merrill Lynch announced
that it was terminating its advisory agreement with Satyam. In its communication, it said, “We
have terminated our advisory engagement with Satyam Computer Services Ltd. for considering
various strategic options on January 06, 2009...”
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The Aftermath

’
After Raju announced that the accounts had been fudged, analysts were able to piece together
the real picture behind the abandoned Maytas acquisition. They realized that Maytas’ acquisition’
was an effort to save Satyam, and replace fictitious assets with real ones.

Questions
1. Comment con the ethical part of Ramalinga Raju.
2. How can Satyam to be saved? Comment.

3. Make a plan from your side to save satyam out of the crunch.

Source: Lall. Madhurima, (2009), “Entrepreneurship and Business Plan” Excel Books Pvt. Ltd.

1.8 Entrepreneurial Process

Atits simplest' what entreprenewss do, can be viewed as a six-stage procedure:
¢ They see opportunities where others don't.

e They have a ‘visiory, a clear understanding of the concept and of what they’re trying
to do. ’

e Thev persuade others of their vision, they can communicate the concept effectively.

o They gather resources to make their vision become a reality (money, people,
things).

e. They organize these resources to create a new venture, product or market (leadership,
teams).

e They constantly change/adapt themselves according to the changing demands of the

market.

Identify an Opportunity

According to Timmons (1989), entrepreneurship is about sensing an opportunity where others
see chaos, contradiction and confusion.

Identification of an opportunity is the first step towa.rds building and running successfi 1

| “business enterprise. Entreprene.urs identify opportunity where others see obstacles and

impossibility. Identification of opportunity at the right time is of utmost importance as it gives
“first mover’s advantage” and takes an enterprise ahead of others who take time to catch up. The
first mover's advantage not only provides product identification and higher market credibility
but also provides better profits and faster economies of scale.

Exmmple. Paul Scagnetti, an engineer at Intel came up with the concept of handheld computer
aimed at helping people do just one thing - record and plan their fitness and nutrition. The gizmo
“Vivovic Fitness Planner” hit the market successfully.

Entrepreneurs sense opportunities since they are creative and are open to the new ideas,
they seek challenges even at the time of smooth running. of the operations. [Like Kushagra Bajaj
of Bajaj’ s Hindustan; after coming back from US in 2000 with a master's degree in management,
he found a big opportunity in the sugar industry in India. The demand for sugar was on rise
and there were 100 sugar mills declared sick.out of a total of 553 mills in the sugar industry. He
took this problem as an opportunity and took Bajaj Hindustan to the top notch position in 2003,
in the process, becoming the leader in sugar industry i in India].

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. He



has complete faith in his vision and it is quite clear to him i.e. he can visualize his own optimism.

Introduction to

Even if some market forces change, he would readjust his vision to keep his dream viable and Entrepreneurship Development

fruitful. And believe it, entrepreneurs have big visions, something which others might consider
as impossible. -

Examiple: Steve Jobs and a group of 20 young engineers created the Macintosh Computer
without any adult supervision.

Dhirubhai Ambani of Reliance had dreamt that he would put a mobile phone in every

" individual's hand, and the rest is history. [We all know that today, even vegetable-sellers, farmers,

milkmen, gardeners etc. are all carrying mobile]. Dreaming this big in a poverty-stricken country

like India needs guts.
Persuade Others

An entrepreneur does not work alone; he understands that multiple skills are required to make
business successful. Kathleen Alen, an American academician'calls this phase of entrepreneurial
process ‘forming the foundation team” i.e. an entrepreneur forms a group of individuals who

"would work together to realize his dream. An entrepreneur prepares a business plan to make the
* vision and means of achieving the vision clearer to ‘the others’ who would join the team. These

individuals are not just the skilled people who would join in, but also include financiers and even_
family members who put in their trust in the entrepreneur. Like Narayan Murthy of Infosys was
supported by wife for financial and psychological backing and was joined by couple of friends -

who together lead to what Infosys is today. These trusted people are still part of Infosys and are |

still working together for the further growth of business.

Gather Resources

Identifying an opportunity, establishing a vision and persuading others to join is not enough; a
business enterprise needs resources to become successful. This is the phase, which can convert
an entrepreneur’s dream into realty. Although we are presenting this process as it happens step
by step, implying that issues pertaining to resources are considered here, the reality is that part
of the early evaluation of the concept will inevitably involve a preliminary evaluation of whether
it can be properly resourced,

Resources can be considered under four categories:

e Financial

e Operating

o Human

s Information

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 (creation of new venture) requires lot of enthusiasm, persuasion so that he is
-able to gather optimum resources. The latter task (running the busmess venture) requires lot of
perseverance and passion to believe in self.

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 times. This is not
an easy task as it not only involves availability of funds for introducing change but also (which
is even more difficult) the adaptability of human resources towards the changed environment.
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The term ‘intrapreneur’ emerged in during the seventies. Several senior executives of big
corporations left their jobs fo start their own small businesses because the top bosses in these
corporations were not receptive to innovative ideas, These executives-tumed-entrepreheurs
achieved phenomenal stccess in their new ventures, posing a threat to the corporations they had
left. These types of entrepreneurs came to be known as ‘intrapreneurs’. This kind of brain drain
phenomena is not limited to the US, but has sr;réad all over the world. Companies, as a result,
have started devising ways and means to stop this outflow of talent, experience and innovation.

The notion of intraprenéurship requires that managers inside the company should be
encouraged to be entrepreneurs within the firm rather than go outside. For an entreprenenr
to.survive in an organization he/she needs to be sponsered and given adeguate freedom to
implement his ideas. Otherwise, the entrepreneurial spark will die, The entrepreneur who starts
his own business generally does so because he aspires to run his own show and ‘does not like _
taking orders from others. )

What is needed in large bureaucratic companies is a strong and healtﬁy risk-taking culture,
where risk-taking managers are assured security and rewards. An entrepreneurial culture requires
a constant generation of ideas. It needs managers who listen and respond to new ideas and are
willing to risk their future, a system that rewards managers who may fail but who have generated
and experimented with ideas. :

Intrapreneuring: Definition

Intrapreneuring means the entrepreneurial activities that acquire organizational sanctions and
commitmeénts of resources for the sole objective of innovative results. Intrapreneuring aims at
boosting the entrepreneurial spirit within the limits of organization, thus creating an environment
to develop. ’ ) ’

In-tra-pre-neur a person within a large corporation who takes direct responsibility for
turning an idea into a profitable finished product through assertive risk-taking and innovation,

“Intrapreneurship is Entrepreneurship practiced by people within established organizations”.

Intrapreneurship revolves around the restructuring and reemergence of the firm's capacity
to dévelop innovative skills and new ideas. Intrapreneurship isnotjust limited to the germination
of new ideas, but includes even the implementation of those ideas,

Characteristics of Intrapreneurs

Following are t}ié characteristics of intrapreneurs:

1. Intrapreneurs bridge the gap between inventors and managers. They take new ideas and
. turn them into profitable realities.

2. They have a vision and the courage to realize it.

3. They can imagine what business prospects will follow from the way customers respond to
their innovations. )

4. They have the ability to plan necessary steps for actualization of the idea,
They have; high need for achievement and they take moderate calculated risks.
They are dedicated to their work that they shut out other concerns, including their family life.

Reasons for Promoting Intrapreneurs in Organisation

.Following could, be the reasons for promotihg intrapreneurs in organization:

® Intrapreneurs thrive and vibrate in all organizations (big or small): Several executives -
with rich experience and expertise in corporations leave their jobs to own small business,



because the top management in these corporations were not receptive of their innovative
ideas. These executives termed as ‘entrepreneurs’ achieved phenomenal success in
their new ventures, posing a threat to the corporations they had left. Companies, as a
result, started devising ways and means to stop this outflow of talent, experience and
innovation and therefore nested the development of intrapreneurs.

e Through their expertise and rich experience in the organization: Intrapreneurs
understand the needs and wants of the customers. They generate innovative ideas from
these needs and wants. Intrapreneurs do not just limit their energies to the development
of these innovative ideas as they have an insatiable desire to achieve and succeed. They
are hungry to see their ideas materialize into business enterprise. Venture capitalists with
their wide open eyes welcome them with open arms. And hence the organization not
only loses rich experience and expertise but also creates competitors for itself.

Intrapreneurs as Dreamers and Change Agents

Intrapreneurs are the “dreamers who do.” In most organizations people are thought to be either
dreamers or doers. Both talents are not generally required in one job. But the trouble with telling
the doers not to bother about their dreams is that they dream anyway. When they are blocked
from implementing dreams of how to help your company they’re dreaming dreams of revenge. A
mind is meant to imagine and then act. Itis a terrible thing to split apart the dreamer and the doer.

Intrapreneurs ask questions such as: “Who would I need to help me with this? How much
would it cost? What things have to happen first?” and so forth. They may ask “Could we release
this technology - onto the marketplace in product form aimed at such-and-such a customer
need? No. If we did that it would immediately - bite into a very important market of one of
our competitors who has the ability to respond and before we produced our second generation
products there would be a tremendous competitive response.

Change Agents are the most genuine executives those who are progressive and innovative,
intolerant of complacency and constantly striving to invent better organization. Change agents
possess a commitment level that drives them to enhance core competence and organizational
capability. Change agents make all employs both below and above their authority feel a sense of
urgency to perform better. Most importantly change agents are the “good consciousness” of the
industry or organizations; their management decisions protect people.

Generally a new idea is so ugly that only its mother could love it. Consequently, it is
unrealistic to think that people in Marketing will understand a research idea in its early stages
well enough to do valid marketing research.

Change agents fight for optimizing management environments by challenging every
one below and above the authority. True agents will have a communication system where
uncomfortable questions are asked and explored because they know how idea or management
decisions are shaped into efficient processes. Change agents raise expectations by seeking hire
more capable than they are. Change agents never'compronfﬁse for their high standards. Great
leaders have encouraged the hiring the best in order to be the best.

1.10 Similarities and Economic Differences between Entrepreneur
. and Intrapreneur

The spirit of entrepreneurship exists in within an organization. Intrapreneur is a person who focuses
on innovation and creativity and who transforms a dream or an idea into a profitable venture, by
operating within the organizational environment. Thus, Intrapreneurs are inside entrepreneurs.

Entrepreneurs are builders of a society and create great influence. Many developing countries
owe their success to those entrepreneurs who despite their comfort working ina company jumped
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fate of our economy there are still individuals who, not only pursues their own entrepreneurial
interest but helps budding entrepreneurs and encourage the youths to become entrepreneurs.

Intrapreneurship is the practice of entrepreneurial skills and approaches by or within a
company or at home. Employees, perhaps engaged in a special project within a larger firm are
supposed to behave as entrepreneurs, even though they have the resources and capabilities of the
larger firm to draw upon. Capturing a little of the dynamic nature of entrepreneurial management
(trying things until successful, learning from failures, attempting to conserve resources, etc.) is
claimed to be quite valuable in otherwise static organizations.

This is the reason, why founders behave differently to his/her successor. In a flourishing
busmess the entrepreneurial spirit is very little or not present to those successors because everything
is spoon fed. Unlike the founders who experienced struggles and conflicts.

Economic Differences

The difference between the entrepreneur and the intrapreneur is that an entrepreneur is starting

a business while intrapreneur is developing a new product in an already existing business.
There are many definitions of an entrepreneur and the simplest and the most appropriate.is

one who recognizes oppormmtles and organizes resources to take advanta&,e of the opportunity.

Example:When a company’s growth begins to dwindle, boardroom meetings grow strained
and the finger pointing starts.

Corporate vs. Intrapreneurial Culture

Corporate culture is the sum of the values, customs, traditions and meanings that make a company
unique. Corporate cultirre is often called “the character of an organisation” since it embodies the
vision of the company’s founders. The values of a corporate culture influence the ethical standards
within a corporation, as well as manage-rial behaviour,

Intrapreneurship is a strategy for stimulating innovation by méking better use of
entrepreneurial talent. When effectively promoted and channeled, intrapreneurship not only
fosters innovation, it also helps employees with good ideas to better channel the resources of a
corporation to develop more successful products. -

CASELET: The Intrapreneur, the New Change Maker

The report revealed that the social intrapreneur: think there are many advantages for the

corporation when it comes to projects that align societal needs and business value: creating new
revenue streams, expanding core capabilities into new areas, fueling innovation, enhancing
brand equity, retaining talent, or achieving competitive advantage in néew markets.

“The result is not iinmediately obvious, but it is important to have a presence in these
markets,” said Orlando Ayala, who led the Microsoft Unlimited Potential initiative that promoted
technology affordable for people to low income and is now vice president of emerging markets
in the company.

There are other examples of social intrapreneurs:

o Vijay Sharma Shakti project led to Hindustan Unilever to train and suppert women

entrepreneurship in India . .

e Dan Vermeer, who worked on Coca-Coia Global Water Initiative to develop

solutions to water scarcity:

Regarding the support of the League of intrapreneurs, about 100 candidates participated
in the competition so far. Only the 15 best submissions were to form the first class of the League




of Intrapreneurs, becoming a member of the elite World Changemakers. These presentations
were also to receive media recognition and press. In addition, candidates were to be presented
in a publication as world intrapreneurs with innovative solutions. In this league, the top four
were to be featured on the blog of Fast Company, Co.EXIST and receive advice from Accenture
Development Partnership to strengthen their work.
Competitive solutions may include those that target:
* Product innovation: socially and/ or environmentally responsible product
development
& Supply chain: innovative approaches to enhancing supplier or preducer welfare;
- reduction in social or environmental footprint.
® Human capital: processes or systems to harmess employee talent and skills for
corporate change-making.
e Business models: new models for reducing the environmental footprint of
consumption and increasing social prosperity. '

Accenture and Micro World have their own parinership to develop intrapreneurship

intrapreneurial imperatives.

spirit. Other firms has their own platform with Micro World with the same goal.

Sowurce: httpy/ / www.microwoerld.org/f en/ news-frotn-the-field farticle/intraprencur-new-changemaker .

Some of the greatest business leaders of the past century made their early mark in business
as intrapreneurs. Former General Electric chairman Jack Welch made a name for himself by
building GE's engineering plastics business as if he were starting his own company. Lew Lehr,
former chairman of 3M, similarly built his career on his intrapreneurial pursuit of 3M's expansion
into the healthcare industry.

It is essential to create an elevating and encouraging environment that provides talented

and entrepreneurial minded people the freedorn to innovate, whilst at the same time supporting

them with the resources to quickly bring their innovations to market. For small-to-midsize firms,
innovation and speed-to-market are two ways to compete successfully against dominant and
‘well-enirenched companies: Creating, fostering, and sustaining the right environment really are

CASE STUDY: GE the Jack Welch Way

In September 6, 2001, John Francis Welch Jr. (Jack Welch), Chairman and Chief Executive Officer
of General Electric Co. (GE), retired after spending 41 years with GE. During the period, he
made GE the most valuable company in the world. Analysts felt that, with his innovative,
breakthrough leadership style as CEQ, Jack Welch transformed GE into a highly productive
and efficient company. During Jack Welch's two decades as CEO, GE had grown {rom a US$13
billion manufacturer of light bulbs and appliances in 1981, into a US$480 billion industrial
conglomerate by 2000. Analysts felt that Jack Welch had become a ‘deal-making’ machine,
supervising 993 acquisitions worth US$13 billion and seﬁing 408 businesses for a lotal of
about US$10.6 billion. -

Jack Welch was in fact described as ‘the most important and influential business leaders
of the 20th Century” by some Wall Street analysts and academics alike.

Management experts felt that Jack Welch's reputation as a leader could be attributed to
four key qualities; he was an intuitive strategist; he was willing to change the rules if necessa.r}
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The Making of a CEQ - )
Jack Welch graduated in chemistry from the University of Massachusetts and in 1959 got a

Ph.D. in chemical engineering from the University of Illinos. In 1960, he started his career at
GE as a Junior Engineer. ‘

However, in 1961, Jack Welch decided to quit the US510,500 job as he was unh-appy with
the company’s bureaucracy. He was offended that he was given a raise of only US$1000, the
same amount,given to all his colleagues. He had even accepted a job offer from International
Minerals and Chemicals in Skokie, Iil. However, Reuben Gutoff, an executive at GE convinced
Jack Welch to stay back. Reuben Gutoff promised that he would prevent him from getting
entangled in GE red tapé.and would create a smali-company environment with big-company
resources for him. This therne of ‘small-company environment’ with ‘big-company resources’
came to dominate Jack Welch's own thinking as the leader of GE. "

Jack Welch quickly rose to become the head of the plastics division in 1968. He became a
group executive for the US§1.5 billion components and materials group in 1973, This mcluded'
plastics and GE Medical Systems: :

In 1981, Jack Welch became GE’s youngest CEO ever (Refer Exhibits I & II}. His
predecessor, Reg Jones said, “We need entrepreneurs who are willing to take well-considered
business risks - and at the same time know how to work in harmony with a larger business
entity.. The intellectual requirements are light-years beyond the requirements of Ic;és complex
organizations.” )

The Welch Era at GE: 1981-2001

During the first five years as CEO, Jack We]ch emphasxzed that GE should be No.1 or No Zin
all businesses-or get out of them, :

He disposed off the businesses with low-growth prospects, like TVs and toaster ovens.
He expanded the' financial-service provider GE Capital into a powerhouse. He also entered
the broadcasting industry with the acquisition of RCA Corp., the owner of NBC TV network.

Jack Welch’s Leadership Style

Analysts felt that Jack Welch's profound grasp on GE stemmed from knowing the compé.ny
and those who worked for it. More than half of his time was devoted to “peaple issues”. Most
importantly, he had created something uniqué at a big company - Informality. The hierarchy
that Jack Welch inherited with 29 layers of management was completely changed during his

tenure. Everyone, from secretaries, to chauffeurs to factory workers, called him

“Jack’. Everyone could-expect. - at one time or ahother - to see him. Analysts felt that
Jack Welch gave employees a sense that he knew thein. Commenﬁ.ng on the informality at GE, '
Jack Welch said, “The story about GE that hasn’t been told is the value of an informal place.
I think it's a big thought...”

Jack Welch - The Strategist

Analysts felt that Jack Welch was focused and anaIyticaI He restructured GE's portfolio from
350 businesses dirring 1980s down to two-dozen core-activities by late 1990s. During his initial
yearsas CEO, he either expanded internally or made acquisitions to posmon all GE’s businesses
as either number one or number two in their fields. The planned acquisition of Honeywell; Inc.,
which didn’t materialize, was expected to redefine GE for the years to come..




Jack Welch - The Leadership Guru

After stepping down as the CEO, Jack Welch became an advisor to William Harrison, CEO,
JP Morgan Chase. He also entered into an agreement to become a leadership guru to several
other clients. He was also named the special partner at New York investment firm, Clayton,
Dubilier & Rice. Jack Welch also authored his autobiography, “Jack: Straight from the Gut”,
which was at the top of the best-sellers list in 2001. Analysts felt that Jack Welch's influence
did not end at GE. Many executives who had worked under Jack Welch went on to head more

Questions

than a dozen U.S. companies.

1. Make a classification of jack Welch as a intrapreneur or entrepreneur.

2. Comment on intrapreneurship in an organization.

Source: Lall Madhurima (2009), Entrepreneurship and Business Plan, Excel Books Pyt. Ltd.
Table 1.1. Distinctive Features of Traditional Managers and the Entrepreneur

Features | Managers ‘ Entrepreneur
Primary Want promotion and traditional corporate | Wants freedom, goal oriented
Motives rewards. Power-motivated. Self-reliant, and self-motivated.
Time Respond to quotas and Budgets, weekly, | End goals of 5-10 year growth
Orientation | monthly, quarterly, annual planning of business in view as guides.
horizons, the next promotion or transfer Takes action now to move the
next step along way.
Action Delegate action. Supervising and reporting | Gets hands dirty. May upset
take most of energy their work. employees by suddenly doing
Skills Professional training. Often business Knows business intimately.
school trained. Abstract analytical tools, More business acumen than
people-management, and political skills managerial or political skill.
trained if in technical business. Often technically
Courage Sees others in charge of his or her destiny. | Self-confident, optimistic,
and Can be forceful and ambitious, but may be | courageous.
Destiny fearful of others” ability in-case of optimism.
Attention | Primly on events inside corporation. Primarily on technology and
; market place.
Risk Careful Like moderate risk. Invests
heavily, but expects to succeed.
Market Has market studies done to Creates needs. Creates products
Research discover needs and guide product that often can’t be tested with
conceptualization. market research-potential
customers don’t yet understand
them. Talks to customers and
forms own opinions.
Status Cares about status symbols. if job is Happy sitting on an orange
getting done. 3 crate
Failure and | Strives to avoid mistakes and surprises. Deals with mistakes and failures
Mistakes Postpones recognising failure. as learning experiences.
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Decisions | Agrees with those in power. Delays Follows private vision. Decisive
decision until he gets a feel of hat bosses | and action-oriented.
want. '
Who they | Please others. ) Pleases self and customers.
Serve ‘ .
Attitude Sees system as nurturing and protective, | May rapidly advance in a
Toward the | seeks position within it. system, when frustrated; reject
system . the system and. form his or her
7 own.
Problem- Works out problems within the system. Escapes problems in large and
solving: formal structures by leaving
Style . and starting over his own.
Family Family mermbers worked for large Entrepreneurial small-business,
History .| organisations. professional, or agricultural
background.

1.11 Role of Entrepreneurship in Economic Development

The entrepreneurship has been identified by many economists as a vital force in the process of
industrialisation in particular and economic development in general. Economic deveiopment
essentially means a change. But, at the same time, it is very difficult to define precisely the ‘
phatse economic development’. One should realise that the term economic development does not
convey the idea of total development of the society. It only focuses itself on one aspect and one
dimension of general development. Economic development can be defined as a move towards
even more efficient and differentiated methods of supplying people with the requi'rements for
survival and improvement.

Many a times economic development is interpreted as synonymous with mdustnahsahon
because it is viewed by the poor regions as a superior way of life. But economic development
cannot be equated with industrialisation. When economic development is anlaysed with the
yard stick of extent of industrialisation, it implicitly undermines the importance of primary
sector like agriculture, The high dependency ratio of people on the.primary sector is not the
cause of underdevelopment but the consequence of it. These two sectors are complementary to
each other in the development process. Moreover, economic development is much more than
industrialisation, it is an upward movement of the’ entire social system. Economic development
includes increase in productivity, social and economic equalization, improved institutions, and
attitudes, and a rationally coordinated system of policy measures, and removal of undesirable
conditions and systems that perpetuated a state of underdevelopment.

Itappears that economic development involves something more than economic growth and
it includes both growth and change. Moreover, economic development is not only a quantitative
phenomenon but has qualitative dimensions too, '

The criterion of per capita income can be considered as a good indicator of regional variations
in economic development. As the economic development is essentially a process the increase in
per capita income should not appear as a temporary or short sustained phenomenon. Of course,
the increase in per capita income can be considered as the primary criterion for measuring the
extent of development in an area. There are other sub-criteria which have to be considered along
with the primary criterion. The nature of distribution of income in the society is an integral part
of the development. The secondary objectives like level of consumption, level of employment,
diversification against concentration of the economy ate also important.



Economic development is not to be considered as an end in itself, but is a means to an end.

Iniroductiog fo

Economic development is concerned, ultimately, with the achievement of better nourishment, Extreprencirhip Decelepme ni
better education, better health, better living conditions and an expanded range of opportunities in
work and leisure for the people. Therefore, a rise in real per capita income is a relevant criterion
to judge the extent of development in a region as it is a means for the attainment of desiréd
standards in nourishment, education; health, and living conditions:

The entrepreneur is the key to the creation of new enterprises that energise the économy

and rejuvenate the established enterprises that make up the economic structure. Entrepreneurs
initiate and sustain the process of economic development in the following ways:

1.

S.l)

Capital formation: Entrepreneurs mobilise the idle savings of the public through the issues
of industrial securities. Investment of public savings in industry results in productive
utilisation of national resources. Rate of capital formation increases which is essential for
rapid economic growth. Thus, an entrepreneur is the creator of wealth.

Iinprovement in per capita income: Entreprencurs locate and exploit opportunities. They
convert the talent and idle resources like land, labour and capital into national income and
wealth in the form of goods and services. They help to increase net national praduct and per
capita income in the country, which are important yardsticks for measuring economic growth.
Improvement in living standards: Entrepreneurs set up 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 stéel, 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 organisation its momentum. Entrepreneurial behaviour is critical to
the long term vitality of every economy. The practice of entrepreneurshlp is an important
to established firms as it is to new ones.

Generation of Employment: At the beginning of seventh five year plan the backlog of
unemployment was estimated to be around 44 million persons. At present, the number
of unemployed in the country is far greater than what it was dunng 1985. Emphasis on
modernisation which usually results in automation, use of high technology, and technology
up gradation initiated during 1980s and structural changes introduced by the Government
during 1990’s are likely to give much rise to capital-intensive rather than labour intensive
industry. Itis feared that there will be very little additional job oppertunities within the fold
of organised public and private sectors. Most of the job opportunities in future are likely to be
emerging from informal and unorganised sectors of economy. Entrepreneurship development
training which helps in strengthening informal and unorganised sector is expected to motivate
enterprising people to opt for self employment and entrepreneurial career. It will therefore,
help in solving the problem of increasing unemployment to some extent.
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10.

Harnessing Locally Available Resources and Entrepreneurship: India is considered to
be ve;}y rich in natural résources. In spite of about five decades of planned development a’
large number of states have remained economically backward. A few large scale industries
started by 'entrepfgneurs from outside the state in an economically backward areas may
help as model of pioneering efforts, but ultimately the real strength of industrialisation in
backward areas depend upon the involvement of local entrepreneurship in'such activities:
Increased activities of local ent-repreneurs will also result in making. use of abundantly
availablc local resources.

Balanced Regional Growth: Medium and large scale industries can only be started with
huge' investment which is either available with well established industrial houses or need
to be draivn from puBlic exchequer. A]so,,promotio’n of such industries does not help in
reducing, disparities of income and wealth. On the other hand, an important advantage of
small scale enterprises is that they can be started with meager financial ‘resources and little
or no previous experience or entrepreneurial background. '

Reducing Unrest and Social Tension Ameongst Youth: Many problems associated with
youth unrest and social tension are rightly considered to be due to youth not bemg engaged
in productive work. In the changing environment where we are faced with the problem of
recession in wage employment opportunities, alternative to wage career is the only viable

" option. The country is required to divert the youth with latent entrepreneurial traits from

wage career to self-employment career. Such alternate path through entrepreneurship could
help the country in defusing social tension and unrest amongst youth.

Innovations in Enterprises: Business enterprises need to be innovative for their survival
and better performance. It is believed that smaller firms have relatively higher necessity
and capability to innovate. The smaller firms do not face the constraints imposed by large
investment in existing t;.echnology. Thus they are’both free and compelled to innovate: The
National Science Foundation, an organisation in USA found that small companies produce
four time inore innovations per research dollar than do bigger companies. Entrepreneurship
development programmes are aimed at accelerating the pace of small firms growth in India.
Increased number of small firms is expected to result in more innovations and make the
Indian industry compete in international market.

Examination Questions

1

“Entrepreneur is a doer not a dreamer”, Explain the characteristics of an entrepreneur in
the light of this statement. :

Distinguish between entrepreneurs and managers.
“Entrepreneurship is a process of giving birth to an enterprise”. Discuss. .

In the Indian context, explain the role that entrepreneurship has played in the economic
development &f the country.

112" Economic, Social, Psychological and Political Factors

Is the entrepreneur who we have been acquainted with, in the first lesson, a machine that calculates
the probabilities of profits? Not at all. He, like everyone of us is very much a part of the society.
Therefore, the motivation, the modes of conduct, and the effectiveness of entrepreneurs need to
be understood with reference to the general environment in which we live. What does the term

‘environment’ mean? In any society, the environment includes the ecenomic, social, psychological
and political aspect of life. In other words, it is true that an economiz 'activiéy expansion depends
on certain environmental forces that promote or retard the entrepreneurial thinking, behaviour and

efforts. In this lesson, we are going to look at such factors that tend to influence entrepreneurship.



The countries of the world are experiencing an unprecedented burst of inventions, Even the
underdeveloped countries are making conscious efforts in encouraging research and development.
While the developed countries have the record of commercialising the inventions to their fullest
advantage, the less developed ones find their innovations either lying idle or flowing out to the
more prosperous nations. The proverbial “brain-drain” that is affecting countries, like India is
due to absence of the necessary infrastructure to capitalise on the numerous inventions that are
taking place. The secret of the success of most developed countries is the presence of a large
member of dynamic entrepreneurs who provide the fillip for newer and better inventions. The
less developed countries, on the other hand, are confronted by a situation where the entrepreneurs
just do not seem to come and the existing tend to leave their are characterised by the scarcity
of entrepreneurship. Several inimical factors are affecting the growth of this important factor of
production.

Some societies ~ notably in the United States, South Korea and many South East Asian
Counties like Thailand and Singapore- are bound with entrepreneurs. Others like China and India
have fewer entrepreneurs, although these countries recently changed their laws to encourage
entrepreneurship. Countries like England, where many companies such as airlines and automobile
manufactures used to be operated by the Government, have in recent times turned these firms to
the private sector, encouraging entrepreneurship through, new opportunities in private ownership.
Other nations, such as Japan, though are bound by strong traditions, have in recent times started
favouring entrepreneurship. From above, it can be said that economic and non-economic factors
can affect the level of entrepreneurship within any society.

The emergence and development of entrepreneurship is not a spontaneous one but a
dependent phenomenon of economic, social, political, psychological faciors often nomenclatured
as supporting conditions to entrepreneurship development. These conditions may have both
positive and negative influences on the emergence of entrepreneurship. Positive influences
constitute facilitative and conducive conditions for the emergence of entrepreneurship, whereas
negative influences create inhibiting milieu to the emergence of entrepreneurship.

Various researchers worldover have identified the factors that contribute to the development
of entrepreneurship as are summaried below:

Suitable environment, Institution in grasping the essential facts.

2. | Weber Protestant Ethics which emerged from the puritansim and which is absent
in oriental religious belief system.

3. | Levine Status mobility system where status is attained through outstanding
performance, initiative industriousness, and foresight through self reliance
“and achievement training.

4. | Hagen Creative personality. High need achievement need order and need
autonomy. Fairly widespread, creative problem solving ability and a
tendency to use it. Positive attitudes towards manual and technical labour
and the physical world.

5. | Cochran Attitude towards occupation, the role expectations held by sanctioning
groups and the operational requirements of the job.

6. | McClelland | Need for achievement through self-study, goal setting and inter-personal
support. Keen interest in situations involving moderate risk, desire for
taking personal responsibility, concentrate measures of task performance,
anticipation of future possibilities, organisational skills, energetic and /or
novel instrumental activity.
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Kilby Perception of market opportunities, gaining command over scarce
resources, and marketing { products. Dealing with public, bureaucratic
concessions, licenses, taxes, management of human relations within the
firm and with customers and shppliers. Financial and production

. management technical knowledge (Kilby gives, low priority to need for
achievement and moderate risk taking?

8. | Christopher | High demand for product and experience in the lines of business/industry.
9. . | Kunkel Values, attitudes and personality are meaningless variables leading to
blind alleys of theory and action.
10. | Nafziger Perceived challenge to status, migrants, new religious sects and reformed
groups. ]
11. | Staley & Quality of services in industrial advice, managerial training and
Morse industrial research.
12. | Fox, Mines: | Economic opportunities and political conditions
& Papanek
13. 'Nar—fdjr * " supportive community, self-image which gives meanlng, value and status
toan entrepreneurial career.
“14.%| Singer—_- - Traditional svstem of occupational culture which, facilitates the process

of modernisatioii; special opportunities, motivation, experience, training |
or knowledge. Traditional belief and value systern which are flexible to
allow for reinterpretation with changing conditions.

F nomisis agree that the lack of entrepreneurs is not caused by economic conditions

alone is was the earlier feeling. It is also due to the whole set of socio-cultural and institutional

environment prevailing irl the less developed countries. Various environmentat factors mﬂuencmg
the entrepreneurshlp are as follows:

1. Economic Factors

Economic environment exercises the most direct and immediate influence on entrepreneurship.
The economic factors that affect the growth of entrepreneurship are the following:

1.

Capital:' Capital is one of the most important perquisites to establish an enterprise.
Availability of capital facilitates for the entrepreneur to bring together the land-of one,

" machine of another and raw material of yet another to combine them to produce goods.

Capital is therefore, regarded as lubricant to the process of production. Gur accumulated
experience suggests that with an increase in capital investment, capital-output ratio also
tends to increase. This results in increase in profit which ultimately goes to capital formation.
This suggests that as capital supply increases, entrepreneurship also increases. France and
Russia exemplify how the lack of capital for industrial pursuits impeded the process of

" entrepreneurship and an adequate supply of capital promoted it.

Labour: The quality rather quantity of labour is another factor which influences the '
emergence of entrepreneurship. Most less developed countries are labour rich nations owing
to a dense and even increasing population. But entrepreneurship is encouraged if there is
a mobile and flexible labour force. And, the potential advantages of low-cost labour are
regulated by the deleterious effects of labour immobility. The considerations of economic
and emotional security inhibit labour mobility. Entrepreneurs, therefore, often find difficulty
to secure sufficienit labour. They are forced to make elaborate and costly, arrangements to
recruit the necessary labotr. The problem of low-cost immobile labour can be circumvented



by plunging ahead with capital-intensive technologies, as Germany did. It can be dealt by
utilizing labour-intensive methods like Japan. By contrast, the disadvantage of high- cost
labour can be modified by introduction of labour-saving innovations as was done in US.
Thus, it appears that labour problems can be solved more easily than capital ~an be created.

Raw Materials: The necessity of raw materials hardly needs any emphasis for establishing
any industrial activity and its influence in the emergence of entrepreneurship. In the
absence of raw materials, neither any enterprise can be established nor an entrepreneur
can be emerged. Of course, in some cases, technological innovations can compensate for
raw material inadequacies. The Japanese case, for example, witnesses that lack of raw
matérial clearly does not prevent entrepreneurship from emerging but influenced the
direction of entrepreneurship. In fact, the supply of raw materials is not influenced by
themselves but becomes influential depending upon other opportunity conditions. The more
favourable these conditions are, the more likely is the raw material to have its influence of
entrepreneurial emergence.

Market: The fact remains that the potential of the market constitutes the major determinant
of probable rewards from entrepreneurial function. Frankly speaking, if the proof of pudding
lies in eating, the proof of all production lies in consumption, i.e., marketing. The size and
composition of market both influence entrepreneurship in their own ways. Practically,
monopoly in a particular product in a market becomes more influential for entrepreneurship
than a competitive market. However, the disadvantage of a competitive market can be
cancelled to some extent by improvement in transportation system facilitating the movement
of raw material and finished goods, and increasing the demand for producer goods. D.S.
Landes holds the opinion that improvement in transportation are more beneficial to heavy
industry than to light industry because of their effects on the movement of raw materials.
Paul H. Wilken claims that instances of sudden rather than gradual improvement in market
potential provide the clearest evidence of the influence of this factor. He refers to Germany
and Japan as the prime examples where ‘rapid improvement in- market was followed
by rapid entrepreneurial appearance. Thus, it appears that whether or not the market is
expanding and the rate at which it is expanding are the most significant characteristics of
the market for entrepreneurial emergence.

Infrastructure: Expansion of entrepreneurship presupposes properly developed
communication and transportation facilities. It not only helps to enlarge the market, but
expand the horizons of business too. Take for instance, the establishment of post and
telegraph system and construction of roads and highways in India. It helped considerable
entrepreneurial activities which took place in the 1850s. Apart from the above factors,
institutions like trade/ business associations, business schools, libraries, etc. also make
valuable contribution towards promoting and sustaining entrepreneurship’ in the economy.
You can gather all the information you want from these bodies. They also act as a forum for
communication and joint action. Of late, the importance of business and industry associations
have increased tremendously. In the fast changing world of business, entrepreneurs have to
move-collectively in order to be more effective and more efficient. They need to constantly
check and influence the Government’s thinking and decision-making.

II. Social Factors

Social factors can go a long way in encouraging entrepreneurship. In fact it was the highly helpful
society that made the industrial revolution a glorious success in Europe. The main components
of social environment are as follows:

Caste Factor: There are certain cultural practices and values in every society which influence
the’ actions of individuals. These practices and value have evolved over hundred of years.
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For instance, consider the caste system (the varna system) among the Hindus in India. It has
divided tlie population on the basis of caste into four division. The Brahmana (priest), the
Kshatriya (warrior), the Vaishya (trade) and the Shudra (artisan): It has also defined limits
to the social mobility of individuals. By social mobility’ we mean the freedom to move from
one caste to another. The caste system does not permit an individual who is born a Shridra
to move to a higher caste. Thus, commercial activities were the monopoly of the Vaishyas.
Members of the three other Hindu Varnas did not become interested in trade and commence,
even when India had extensive commercial inter-relations with many forelgn countries.
Dominaiice of certain ethnical groups in entrepreneurship is a global phenomenon. The
protestant ethics in the west, the Sammurai in Japan, the trading classes in US and the famlly
business” concerns of France have distinguished themselves as entrepreneurs.

Family background: This factor includes size of family, type of family and economic status
of family. In a study by Hadimani, it has been reveled that Zamindar family helped to
gain access to political power and exhibit higher level of entrepreneurship. Background of
a family in manufacturing provided a source of industrial entrepreneurship. Occupational
and social status of the family influenced mobility. There are certain circumstances where
very few people would have to be venturesome. For example in a society where the joint
family system is in vogue, those members of joint family who gain wealth by their hard
work denied the opportunity to enjoy the fruits of their labour because they have to share
their wealth with the other members of the family.

Education: Education enables one to understand the outside world and equips him with the
basic knowledge and skills to deal with day-to-day problems. In any society, the system of
education has a significant role to play in inculcating entrepreneurial values.

In India, the system of education prior to the 20th century was based on religion. In this
rigid system, critical and questioning attitudes towards society were discouraged. The
caste system and the resultant occupational structure were reinforced by such education.
It promoted the idea that business is not a respectable occupation. Later, when the British

" came to our country, they introduced an education system, just to produce clerks and

accountants for the East India Company, The base of such a system, as you can well see, is-
very anti-cntrepreneurial. The unforhinate result of it is that young men and women in our
country have developed a taste only for service. Their talents and capabilities have not been
made much use of. Rather it has been wasted in performing routine conventional jobs. Qur
educational methods have not changed much even today. The emphasis is till on preparing
students for standard jobs, rather than marking them capable enough to stand on their feet.

Attitude of the Society: A related aspect to these is the attitude of the society towards
entreprencurship. Certain societies encourage innovations and novelties, and thus approve
entreprencurs’ actions and rewards like profits. Certain others do not tolerate changes and in
such circumstances, entrepreneurship cannot take root and grow. Similarly, some societies
have an inherent dislike for any money-making activity. It is said, that in Russia, in the
nineteenth century, the upper classes did not like entrepreneurs. For them, cultivating the
land meant a good life. They believed that rand belongs to God and the produce of the land
was nothing but god's blessing. Russian folk-tales, proverbs and songs during this period
catried the message that making wealth through business was not right.

.Can you think of such examples from your own community or any other that you know

of ? If you can, write a few lines here.




Cultural Value: Motives impel men to action. Entrepreneurial growth requires proper
motives like profit-making, acquisition of prestige and attainment of social status. Ambitious
and talented men would take risks and innovate if these motives are strong. The strength
of these motives depends upon the culture of the society. If the culture is economically
or mo-netar.ily oriented, entrepreneurship would be applauded and praised; wealth
accumulation as a way of life would be appreciated. In the less developed countries, people
are not economnically motivated. Monetary incentives have relatively less attraction. People
have ample opportunities of attaining social distinction by non-economic pursuits. Men with
urganisational abilities are, therefore, not c dragged into business, They use their talents for
non-economic ends. The absence of proper economic motives is a general characteristic of
agrarian societies in which people do not attach great value to business talents, industrial
leadership etc.

II1. Psychological Factors

Many entrepreneurial theorists have propounded theories of entrepreneurship that concentrate |

specially upen psychological factors. These are as follows:

1.

Need Achievement: The most important psychological theories of entrepreneurship was put
forward in the early) 960s by David McClelland. Acéordi.ng to McClelland ‘need achievement’
is social motive to excel that tends to characterise successful entrepreneurs, especially when
reinforced by cultural factors. He found that certain kinds of people, especially those who
became entrepreneurs, had this characteristic. Moreover, some societies tend to reproduce
a larger percentage of people with high ‘need achievement’ than other societies. McClelland
attributed this to sociological factors. Differences among societies and individuals accounted
for ‘need achievement’ being greater in some societies and less in certain others. Analysing
this phenomenon, Paul Wilken has said, “entrepreneurship becomes the link between need
achievement and economic growth”, the latter being a specifically social factor.

The theory states that people with high need-achievement are distinctive in several ways.
They like to take risks and these risks stimulate them to greater effort. The theory identifies
the factors that produce such people. Initially McClelland attributed the role of parents,

specially the mother, in mustering her son or daughter to be masterful and self-reliant. Later .

he put less emphasis on the parent-child relationship and gave moré importance to social
and cultural factors. He concluded that the ‘need achievément’ is conditioned more by
social and cultural reinforcement rather than by parental influence and such related factors.

Withdrawal of Status Respect: There are several other researchers who have tried to
understand the psychological roots of entrepreneurship. One such individual is Everett
Hagen who stresses the-psychological consequences of social change. Hagen says, at some
point many social groups experience a radical loss of status. Hagen attributed the withdrawal
of status respect of a group to the genesis of entrepreneurship. Giving a brief sketch of
history of Japan, he concludes that it developed sooner th:in'any non-western society except
Russia due to two historical differences. First, Japan had been free from colonial disruption
and secondly, the repeated long continued withdrawal of expected status {from important
groups (smaurai) in its society drove them to retreatism which caused them to emerge
alienated from traditional values with increased creativity. This very fact led them to the
technological progress through entrepreneurial roles. )

Hage believs that the initial condition leading to eventual entrepreneurial behaviour is
the loss of status by a group. He postulates that four types of events can produce status
withdrawal:

(a) The group may be displaced by force;
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(b} It may have: its valued symbols denigrated;

(¢) It may drift into a situation of status inconsistency; and

(d) It may not be accepted the expected status on migration in a new society.
He further postulates that withdrawal of status respect would give rise to four possible
reactions and create four difference personality types:

(3) Retreatist: He who continues to work in a society but remains different to'his work
and posmon, . '

»

{(b) Ritualist: He who adopts a kind of defenswe behaviour and acts in the way accepted
and approved in his society but no hopes of i improving his posi tlon,

(c) Reformist: He is a person who foments a rebellion and attempts to establish a new
society;and o

.
(d) Innovator: Heis a creative individual and is hker to be an entrepreneur
Hagen paintains that once status withdrawal has occun'ed the sequences of change in
personallty formationis set in motion. He refers that status withdrawal takes a long period of
time - as much as five br more generahons - to result in the emergence of entrepreneurship. .
Motives: Other psychological theories of enh'epreneu.rshlp stress the motives or goals of the
- eritrepreneur. Coleis of the ppinion that besides wealth, entrepreneurs seek power, prestige,
" security and service to society!. Stepanek points particularly to non-morietary aspects such
as independence, person$’ self-esteem, power and regard of the society.
On the same subject, Evans distinguishes motive by three kinds of entrepreneurs:
(a) Managing entrepreneurs whoge chief motive is security.

(p) Innovating entrepreneurs, who are interested only in exciterent. (c) Controllmg
entrepreneurs, who above all otter motives, want power and authority.

) Fmally, Rostow 7has examined mtergradahona] changes in ‘the families of entrepreneurs.

He believes that the ﬁrst generation seeks wealth, the second prestige and the thu-d art
" and beauty.

Others: Thomas Begley and David P. Boyd studied in detail the psychological roots of
entrepreneurship in the mid 1980s. They came to the conclusion that entrepreneuna] attitudes
based on psychological considerations have five dimensions:

(i) Firgtcame ‘need-achievement’ as described by McClelland. In all studies of successful
entrepreneurs a high achievement- orientation is invariably ‘present.

- (i) Thesecond dimension that Begley and Boyd call “locus of contrel’ This means that the
- entrepreneur follows the idea that he can control his own life and is not influenced by
factors like luck, can control their own lives and are not influenced by external forces.

(iif) The. third dimension is the willingness to take risks. These two researchers have come
to the concluswn that entrepreneurs who take moderate risks earn higher returns on
‘their assets than those who take no. risks at all or who take extravagant risks.

(iv) Tolerance is the next dimension of this study. Very few decisions are made with
complete information. So all business executives must, have a certain amount, of
tolerance for ambiguity.

() Fmally, here is what psychologists call ’Type A’ behaviour. This is-nothing but -

“3 chronic, incessant struggle to achieve more and more in less and less of time”,
Entrepreneurs are characterise by the presence of “Type A’ behaviour in all their
endeavours.



IV. Political Factors

A football player might possess exceptional talent. But, his contribution to the nation and the
world of sports would remain negligible, if his performance is restricted to the courtyard of his
own house. He needs a football ground to practice on and resources to buy the accessories. He
also requires encouragement and support from those in authority so that he could freely play with
others and prove his talent. In the same way, an entrepreneur, however creative he/she may be,
cannot function without the supportive actions of the Government. It is for the government/ society
to ensure the availability of required resources for the entrepreneurs and also the accessibility
to them. This is because the successful entrepreneur contributes to the well being of the society.
Policies relating to various-economic aspects like prices, availability of capital, labour and other
inputs, demand structure, taxation, income distribution, etc. affect growth of entrepreneurship
to a large extent. Promotive government activities such as incentives and subsidies contribute
substantially to entrepreneurial performance. At the same time, Government policies likefor the
growth of business enterprises. Above all, a Government that is politically stable and united can
effect entrepreneurial activities in a significant manner. Is there a business entrepreneur in your
neighbourhood? Try to gather information on his/her views on various government policies, for
example, on taxation, finance, labour etc. Also ask him/her about the-opportunities and growth
prospects of a business unit. Write down your observations. ;

My observations are:

India, all the above mentioned environmental forces have turned in favour of enterprising
men and women. There is a visible change for the better in the highly inactive entrepreneurial field
in the country. The tight grip of religious and traditional, ideas and practices have begun to loosen.
Dogmas (settled opinions) and superstitions have lost the hold they eatlier had. It is encouraging
the ‘non-commercial’ classes to consider economic opportunities more sympathetically. As a result,
occupational division based on caste system has undergone tremendous traditional activities,
social approval etc. have become less important. More important now, are the economic factors
such as access to capital and possession of entrepreneurial attitudes and business I knowledge.

Development of infrastructure, changes in government policies in favour of business and
industry and of course, rise in demand for products manufactured are some of the other factors
that have led the Indian entrepreneurs to look for new business opportunities.

1.13 Summary

The word ‘entrepreneur’ immediately conjures up images of business tycoons like L.N. Mittal
or Bill Gates, While these rich, famous and successful individuals can be inspirational for some,
most of us would find it difficult to associate our own lives, personalities or abilities with them.
Entrepreneurship is the process of creating something new, with value, by devoting the necessary
time and effort, assuming the accompanying financial, psychic, and social risks, and receiving
the resulting rewards of monetary and personal satisfaction and independence. Almost 2-3% of
all innovations are due to the entrepreneurs. Without the boom of inventions the world would
have been a much dry place to live in. Inventions provide an easier way of getting things done
through better and standardized technology.

The individual gets maximum scope for growth and opportunity if he enters into
entrepreneurship. He not only earns, the right term would be he learns while he earns. Thisis a
real motivating factor for any entrepreneur as the knowledge and skills he develops while owning
his enterprise are his assets for life time which usually, lacks when a person is under employment.
Although entrepreneurship is a challenging task but in most of the cases the rewards it gives are
much more than what one anticipates. Entrepreneurship is one of the four mainstream economic
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French word entrepreneur in the 17th century, which means the person who undertakes the risk
of new enterprise. The persons would undertake the work of a contractor and bear the risk of
profit or loss. ' ’

The entrepreneur is an individual (or team) who identifies the opportunity, gathers the
necessary resources, creates and is ultimately responsible for the performance of the organization.
Entrepreneurship is the pursuit of a discontinuous opportunity involving the creation of an
organization (or sub-organization) with the expectation of creation of value to the participants.
Entrepreneur and entrepreneurship are two sides of the same coin; while entrepreneur is an
individual who creates and establishes a business, entrepreneurship is the process adapted by
enfrepreneur to do so. Entrepreneurs have a high need for achievement. They are hardworking,
independent, innovative and risk-taking individuals. These characteristics of an entrepreneur
especially (high need for achievement and inmovative) differentiates him from a normal
businessman. The entrepreneurial process consists of following steps: (a) idénh'fy an oppf)rtunity
(b) establish vision (c) persuade others (d) gather resources (e) create a new venture/ product/
market (f) change/adapt with.time.

The scope of entreprenéurship is tremendous in a country like India which faces problems
of population, unemployment, underemployment and disguised unemployment. The notion
of intrapreneurship requires that managers inside the company should be encouraged to be
entrepreneurs within the firm rather than go outside. For an entrepreneur to survive in an
organization he/she needs to be sponsored and given adequate freedom to implement his ideas.

Intrapreneuring means the entrepreneurial activities that acquire organizational sanctions and

commitments of resources for the sole objective of innovative results. Several executives with rich
experience and expertise in corporations leave their jobs to own small business, because the top
management in these corporations were not receptive of their innovative ideas. Intrapreneurs
are hungfy to sec their ideas materialize into business enterprise, Venture capitalists with their
wide open eyes welcome them with open arms. And hence the organization not only loses rich
experience and expertise but also creates competitors for itself. Intrapreneurs ask questions such as:
“Who would I need to help me with this? How much would it cost? What things have to happen
first?” and so forth. They may ask-“Could we release this technology- onto the marketplace in
product form aimed at such-and-such a customer need? Change agents possess a commitment
level that drives them to enhance core competence and organizational capability. Change agents
make all employs both below and above their authority feel a sense of urgency to perform better.
Intrapreneurship is a strategy for stimulating innovation by making better use of entrepreneurial
talent. When effectively promoted and channeled, intrapreneurship notonly fosters innovation, it
also helps employees with good ideas to better channel the resources of a corporation to develop
more successful piroducts.

1.14 " Glossary

® Entreprenenr: Someone who organizes a business venture and assumes the risk for
it,

® Factors-of Production: Factors of production are the inputs to the production
' process. ’

¢ Far-sightedness: Ability of planning prudently for the future,
® Initiative: The power or opportunity to act or take charge before others do.

e Imnovator: An innovator in a general sense is a person or an organization who is one
of the first to introduce into reality something better than before.

® Leadership: The action of leading a group of people or an organization.
¢ Leader: The person who leads or commands a 'group, organization, or country,

‘



® Persnade: To make somebody do something by giving them good reasons for doing

it.

®  Static: Lacking in movement, action, or change, especially in a way viewed as undesirable

or uninteresting,.

e Strategy: A plan of action or policy designed to achieve a major or overall aim.’
e Vision: Vision is being able to see where you're going in both literal and figurative

senses.
1.15 Review Questions
1. Who is an entrepreneur and how is he different from a businessman?
2. Define the term entrepreneurship in your.own words.
3. Tabulate the changing definition of entrepreneur and entrepreneurship.
4. Differentiate between entrepreneur and entrepreneurship,
5. Discuss the views of some eminent social scientists on entrepreneur and entrepreneurship.
You can take help from online sources.
6. Discuss the characteristics of entrepreneurs.
7. What is the importance of entrepreneurship for an economy?
8. How will you classify entrepreneurship?
9. Discuss the factors that influence entrepreneurship.
10. How does information gap may create problems for entrepreneurial ventures?
11. Critically analyse the entrepréneurial process. ‘
12. Managers, Entrepreneurs and Intrapreneurs are different pieces of the same maze. Comment.
13. Discuss the developments that should be made in climate and culture of the organization
to promote entrepreneurs,
14. Analyse the contribution of leadership and networking skills in becoming a successful
intrapreneur.
15. Intraprenewrs should know how to manage relationships in an organization. Explain briefly.
16. Bring out the cultural differences between corporate and intrapreneurhip.
17. Do you agree that interpreneurship, helps the firm grow to a new level? Give reasons.
18. Critically examine the role of interpenuers in shaping an organizatio;':.
19. Discuss the environmental factors which influence entrepreneurship.
20. What are the important ‘economic factors affecting entrepreneurial growth? Discuss.
21

What are the inimical factors that are retarding the growth of entrepreneurs in the less
developed countries? Explain. . '

1.16 Further Readings

¢ Dynamics of Entrepreneurial Development and Management, Himalaya Publishing,

¢ Madhurima Lall and Shikha Sahai, Entrepreneurship, Excel Books, New Delhi, N.P.
Srinivasan and G.P. Gupta, Entrepreneurial Development, Sultan Chand & Sons. P.
Sarvanavelu, Entrepreneurship Development, Eskapee Publications.

e Robert D. Hisrich and Michael P. Peters, Entreprencurship Development, Tata McGraw
Hill. 7 . .

¢ http:/ /kalyan-city.blogspot.com/2010/11/entrepreneurship-what-are-its- features.
html
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2.1 Learning Objectives

After studying the chapter, students will be able to:

® Research studies undertaken by different experts on Entrepreneurial] Competencies;
Major com-peteng:ies that an entreprer}e-ur should possess;

How entrepreneurial competencies should be developed;

Appreciate the need and objectives of EDPs;

Understand what kind of course content EDPs should have;

Appreciate the phases of EDPs;

Learn about and appreciate the process of evaluation of the EDPs.

2.2 Introduction

|
|
|
3 |
The concept of ‘entrepreneurship” is an elusive one. It was in the 16th century that for the first
time the concept of entrepreneurship was used in France for the purpose of providing leadership
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to the army. Then in the 17th century it was used for craftsman and contractors. It was in the Entrepreneurial Competencies

18th century that the term was applied from the economic point of view. Risk bearing activity
was connected to the term in the 19th century and by the 20th century, entrepreneurship was
accepted as an innovation activity.

Thus, the concept of entrepreneurship evolved from a long time where it changed according
to time, place and the environment. It is the purposeful activity of an individual or a group of
associated individuals, undertaken to initiate, maintain or aggrandise profits by production or
distribution of economic goods and services (Cole, 1959). Entrepreneurship is the activity which
an entrepreneur performs. It is the act of being an entrepreneur, an individual who undertakes
innovations, finance and business acumen in order to transform innovations into economic goods.
This may result in new organizations or may be an effort towards developing an established
organization. The most popular form of entrepreneurship is that of starting new businesses also
termed as Startup Company.” However, in recent years, the term has been extended to include
social and political forms of entrepreneurial activity. An entrepreneur is solely responsible for
the overall growth of his organisation. Experts like Joseph Schumpeter defines entrepreneur as
an innovator who introduces new products, institutes a new production technology, discovers
a new market, or discovers a new source of raw material. Richard Cantillon, on the other hand,
describes entrepreneur as a risk bearer. Likewise many other qualities are associated with the
term entrepreneur. Following are some of the important concepts of entrepreneurship:

1. Risk Bearing Concept: This is one of the oldest and most popular concept of entrepreneurship,
which was propagated by Richard Cantillon. He was the first person who introduced the
term ‘Entrepreneur’ and his unique risk bearing function in economics in the 18th century.
He was of the view that an entrepreneur is such a person who takes the risk of establishing,
organising and managing a business enterprise. He defines entrepreneur as an agent who
purchase various factors of production at certain prices, combines them and produces
products, and sells them at uncertain prices in a future course of time. Another eminent
personality, F.H. Knight described entrepreneur to be a specialised group of persons who
bears uncertainty.

2. Organising Concept: This concept was propagated by Jean Baptiste Say who viewed that
an entrepreneurship is an economic factor which organises and co-ordinates different factors
of production. He states that an entrepreneur combines the land of one, labour of another
person and the capital of yet another individual, combines them and produces a product.
After selling the product, he pays off rent on land, wages to labourers and interest on capital.
Whatever amount remains is his/her profit.

3. Innovation Concept: This concept was propagated by Joseph A. Schumpeter. He assigned
a crucial role of ‘innovation’ to the entrepreneur. He was of the view that economic
development is a result of certain discrete dynamic change bought by entrepreneurs by
constituting new combinations of production which maybe in the following five forms:

(a) The introduction of a new product in the market

(b) The instituting of a new production technology which has not yet tested by experience
in the branch of manufacture concerned.

(c) The opening of a new market into which the specific product has not previously
entered. ,

(e) The discovery of a new source of supply of raw material.

(e) The carrying out of the new form of organisation of any industry by creating of a
monopoly position or the breaking up of it. (Khanka,2006)
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his famous Kakinada experiment. He states that entrepreneurship is the result of high
achievement. According to his theory, individuals having high level of achievement needs
is a successful entrepreneur. Specific characteristics of such individuals include:

(a) Is of the view that the economic undertaking is a problem that has to be solved. b)
Believes that goals can be achieved by his/her own efforts.

(c) Believes that he/she possesses the required skills to achieve goals d) Likes to take
{e) Is open and responsive to feedback.

5. Managerial and Leadership Skill Concept: The main propagator of this concept includes
Hostelily and J.S. Mill. They are of the opinion that the main ingredients of entrepreneurship :
are managerial and leadership skills. An entrepreneur should have the capacity to inspect,
direct and control resources for attaining successfulness. |

6. Searching Opportunities Concept: According to this concept, an entrepreneur is a
person who looks for opportunities always. Entreprenuership, itself involves changing,
-revoluhgmizing , transforming and introducing new approaches (Pathak and Kalwar,2008).
He exploits the opportunity in the right direction.

7. Professional Concepl: According to this concept, entrepreneurship is regarded as a
profession. It is viewed that entrepreneurship can be developed through education and
training, At present, a number of entrepreneurship development programmes are conducted
by both government and private institutions for imparting entrepreneurship training among
the public. 7 C '

From the above discussion, we can observe that the term entrepreneurship has evolved
a long-way, Basically, it is associated with the important functions of innovating, risk bearing
and organising. Success of the enterprise, to a great extent, is attributed by the success of the
entrepreneur himself. The concepts ultimately forms the basis of entrepreneurial traits.

2.3 Characteristics of Entrepreneur

As early as the 1950s, researchers began looking for personality factors that determine the potential
of a person to be an entrepreneur. What makes the entrepreneurs successful? Whether they had
anything common in their personal characteristics? The scanﬁing of their personal characteristics
shows that there are certain characteristics of entrepreneurs which are found usually prominent

" in ®iem.

These so-called entrepreneurial characteristics can be looked at to deter-mine a set of skills
useful for an eritrepreneur to possess. It is unlikely that all these skills will be p-resent in sufficient
measure in all potential entrepreneurs. For example: some people may have the creative talent to
generate new ideas but lack the ability to organize resources, and others may have a compelling
need to achieve but lack the resourcefulness to create a new venture. Many - of these individuals
with a limited profile based on traits will start new businesses and succeed. Others with a majority
of the traits may start new businesses and fail.

It is prudent for the entrepreneur to take stock of what might be lacking and acquire those
skills through training. For example, analytical ability and computational skill can be enhanced by
education at school and university, while practical knowledge and foresight skills can be enhanced
by the general experience of everyday life. Atrue entrepreneur besides possessing functional
qualities must also possess a broad .personality which helps in developing initiative and drive
to accomplish great tasks and face challenges squarely. If we go through the business history of




India, we come across the names of persons who have emerged as successful entrepreneurs. For Entreprencurial Competencies

example, Tata, Birla, Modi, Dalmia, Kirlosker, Bajaj, Mittal and others are well- known names
of successful entrepreneurs in the country who started their business enterprises with small size
and made good fortunes. '

Would you be apt to describe their demographic profile or their personality characteristics?
Or might you focus more on their intention to be entrepreneurs that is, what made them want to
be entrepreneurs? Fach of these approaches has been used to describe entrepreneurs,

If we wanted to use the demographic approach to describe who entrepreneurs are, we'd
look at the characteristics of the individual’s personal background. Some of the more popular
demographic factors that have been studied include Family birth order (Studies have shown that
firstborn children tend to seek out more responsibility and be high achievers, which researchers
say is likely to correlate with being an entrepreneur.), Gender (Studies who men are more likely
to be entrepreneur), Work experience (entrepreneurial experience. is positively related to being
an entrepreneur), Level of Education, Entrepreneurial family. Other demographic traits that
have been studied by entrepreneurship researchers include marital status, age, education level
of parents, and socioeconomic status.

A related stream of research examines how individual demographic and cultural
backgrounds affect the chances that a person will become an entrepreneur and be successful at

the task. For example, the review done by Binanchi (1993) indicates the following characteristics
of an entrepreneur: )

Being an offspring of self-employed parents

Being fired from more than one job

Being an immigrant or a child of immigrants

Previous employment in a firm with more than 100 people
Being the eldest child in the family
-Being a college graduate

Because there are drawbacks to using demographic characteristics to deseribe entrepreneuts,
perhaps we can learn something about who entreprerenrs are by looking instead at their personality
characteristics. For instance, one list of personality characteristics included the following:

High level of motivation,

Abundance of self-confidence,

Ability to be involved for the long term,

High energy level,

Persistent proElem solver,

High degree of initiative, ability to set goals, and
Moderate risk-taker,

The personality appi'oach to describing entrepreneurs, like the demographic approach, isn't
flawless, but it has helped us better understand who entrepreneurs are. Considerable research has
been dedicated to the task of identifying the traits and characteristics of the typical entrepreneur.
According to John Hornaday the characteristics of successful entrepreneurs are described below:

Table 2.1. Characteristics of Successful Entrepreneurs

Self-confident and optimistic Energetic and diligent
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Respond positively to challenges : f)ynamic lead

Flexible and able to adapt - Responsive to suggestions
Knowledgeable of markets Take initiatives

Able to get nlong well with others. Resourceful and persevering:
Independent minded Perceptive with foresight
Versatile knowledge Responsive to criticism

James J. Berne has stressed the following qualities of a good entrepreneur:

He is an enterprising individual, is energetic, hardworking, resourceful, aware of new

opportunities and able to adjust himself to changing conditions with ease and willing
to assume risks involved in change.

‘He §s interested in advancing technol_ogically and in improviﬁg:the quality of his

product or service.

He is interested in expanding the scale of his operations by reinvesting his
earnings.

He visualizes changes and adapts to changing conditions.
He is a firm believer in planning and systematic work.

He works for the society at large and for the good of his fellow-beings.

McClelland (1961) found that entrepreneurs had a higher need for achievement than non-
entrepreneurs. Surprisingly, he also concluded that contrary to the popular opinion, entrepreneurs
were only moderate risk takers. A great deal of research on the personality characteristics and
sociocultural backgrounds of successful entrepreneurs was conducted in the 1980s and 1990s. The
detailed analysis of more than 50 studies done by Timmons {1994) found a consensus-around the
following six general characteristics of entrepreneurs:

Commitment and determination
Leadership
Opportunity obsession

" Tolerance of risk, ambiguity and uncertainty ~

Creativity, self-reliance and ability to adapt

Motivation to excel

Kilby has rightly enumerated the following activities for a successful entrepreneur in an

underdeveloped economy: .

® Perception of market opportu_riities (novel or imitative).

_ Purchasing of inputs.

Gaining command over scarce resources.
Marketing of the product and responding effectively to competition.

Dealing with public bureaucracy as regards concessions, Iicences,"taxes,_' etc. provided
through the various fiscal policies of the government. ’

Miinagement of the human relations within the enterprise.
Management of customer and supplier relations.

Financial management.

Production management, including control through written records, supervision,

coordinating input flows with orders, maintenance.



Acquiring and overseeing assembly of the plant.
Taking care for minimising inputs for a given production process.

Maintaining the production process and improving the quality of the product.

Introduction of new production techniques and product lines.

According to Michael Armstrong the particular characteristics of successful entrepreneurs

are that they:

® Are action orientated

Have the ability to visualize the steps from idea to actualization.

Are prepared to ‘break the mould".

Are thinkers and doers, planners and workers.

adopt a ‘hands-on’ approach.

Can tolerate ambiguity- ‘enterprise always consists of action in uncertainty”
Accept risk but understand and manage it.

Overcome, rather than avoid mistakes.

See themselves as’ responsible for their own destiny, they are dedicated, setting self-
determined

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. In other words researchers have
invested a great deal of time and effort over the last few decades trying to paint a clear picture of
“the entrepreneurial personality.” Although these studies have identified several characteristics
entrepreneurs tend to exhibit, none of them has isolated a set of traits required for success.

The characteristics or features or nature or qualities of entrepreneur as an individual are

essential to contribute to the success of an enterprise. An entrepreneur possesses the following

characteristics:

: -

4.

Innovator: Within the constraints of available resources that society or a nation offers,
entrepreneurs make the best use of them. Entrepreneurs have a creative vision to recognise
a business opportunity. An entrepreneur should have creative thinking and be able to
engage in the analysis of various problems and situations in order to deal with them. An
entrepreneur introduces new products, new technologies and new economic activities. He
creates new demands and new aspirations and new methods to fulfil them. Entrepreneur
should anticipate changes and must be able to study various situations in which decisions
may have to be made. Drucker Writes, “Entrepreneur create something new, something
different, they change or transmute values”.

Motivation towards Achievement: A successful entrepreneur should have a strong
motivation towards the achievement of a task and must be able to exert considerable efforts
in getting things done by others. He has strong urge to achieve. He has a more aggressive
level of entrepreneurial venturing, and need achievement.

Ability to Handle Uncertainty: The ability to handle uncertainty is critical because these
business builders constantly make decisions using new, sometimes conflicting information
gleaned from a variety of unfamiliar sources. Based on his research, entrepreneurial expert
Amar Bhide says that entrepreneurs exhibit “a willingness to jump into things when it's
hard to even imagine what the possible set of outcomes will be.”

Moderate Risk Taker: Entrepreneurs are not wild risk takers but are instead calculating risk
takers. Unlike “high-rolling, riverboat” gamblers, entrepreneurs rarely gamble. Their goals
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10.

1.

12,

13.

may appear to be high-even impossible-in others’ eyes, but entrepreneurs see the situation
from a different perspective and believe that their goals are realistic and attainable. They
usually spot opportunities in areas that reflect their knowled ge. backgrounds, and experi-
ences, which increase their probability of success. Entrepreneurs prepare themselves to
anticipate problems, create ways to share those problems with supp'liers, creditors etc. and
minimise the risk by creating likely-to-be successful ventures. In other waords, successful
entrepreneurs are nol as much risk takers as they are risk eliminators, removing as many
obstacles to the successful launch of their ventures as possible. One of the most successful
ways of climinating risks is to build a solid business plan for a venture.

Skill for Organizing: A true entrepreneur is one who has the ability to mobilise resources
in the best possible manner for achieving the business objectives. Entrepreneurs know how
to put the right people together to accomplish a task. Effectively combining people and jobs
enables entrepreneurs to transform their vision into reality.

Goal Oriented: Entrepreneurs are highly goal-oriented and specifically aim at producing
goods and services that represent unmet needs of consumers. He adopts a ‘hands-on’
approach. Entrepreneur is planer and doer, dreamer and action-taker. He implements what
he visualises. An entrepreneur must be able to set realistic but challenging goals for him as
well as for others in the organisation.

Desire for Responsibility: Enlrgpréneurs feel a deep sense of personal responsibility for
the outcome of ventures they start. They prefer to be in control of their resources, and they
use those resources to achieve self-determined goals,

Emotional Stability and Self-control: Emotional health is a must for entrepreneurs to meet
the challenges of exploiting a new business opportunity. Successful entrepreneurs believe
in .ntrol being exercised from within. They believe in imposing control on themselves and
their enterprises rather than leaving their success to fate.

- Communication. Ability: This ability pertains to communicate effectively. As a leader an

entrepreneur communicates effectively with all concerned such as financiers, employees,
customers, suppliers, creditors and all who are concerned with the new enterprise.

Future Orientation: Entrepreneurs look ahead and are less concerned with what they did

yesterday than with what they might do tomorrow. Not satisfied to sit back and revel in

their success, real entrepreneurs stay focused on the future. Whereas traditional managers
are concerned with managing available resources, entrepreneurs are more interested in
spotting and capitalizing on opportunities.

Commitment and Dedication: Entrepreneurs must work with dedication and commitment
to launch successful business enterprises. The commitment from the entrepreneur for longer
period may be 5 to 10 years is necessary for conceptualisation, building ard running an
enterprise. Entrepreneurship is hard work, and launcfﬁng a company successfully requires
total commitment from an entrepreneur. Most entrepreneurs have to overcome seemingly
insurmountable barriers to Jaunch a company and to keep it growing. That requires cornmitment,
High Level of Energy: Entrepreneurs are more energetic than the average person. Managing
resources and running an enterprise calls for Jong hours of work for longer period of time
and hence an entrepreneur is a man of high energy level. ' '

Flexibility: One hallmark ot true entrepreneurs is their ability to adapt to the changing -

demands of their customers and their businesses, In this rapidly changing global economy,
rigidity often leads to failure. As our society, its people, and their tastes change, entrepreneurs
also must ba willing to-adapt their business to meet those changes. When their ideas fail to
live up to their expectations, successful entrepreneurs change them. '



14.

15.

16.

y iyl

18.

19.

Technical Knowledge: An entrepreneur must have a reasonable level of technical knowledge. Entrepreneurial Competencies

This is the one ability that most people are able to acquire if they try hard enough. The
entrepreneur should have a keen desire to change and adopt new industrial or commercial
technology available in the market.

Mental Ability: An entrepreneur will be a man of high level intelligence, creative, thinking
and decision maker. He must be able to engage in the analysis of various problems and
situations in order to deal with them. The entrepreneur should anticipate changes and must
be able to study the various situations under which decision have to be made.

More than a Manager: An entrepreneur is more a true leader and less a manager. An
entrepreneur builds up his team, educates them, keeps high level of motivation and also
provides an environment for creative and focused to work culture. He is the leader of the
team. He inspires loyalty and hard work to raise productivity ad efficiency. He has the
ability to become market leader.

Froblem Solver and a Decision Maker: In the initial phases of an enterprise many teething
problems do occur and an entrepreneur should be a creative problem solver to turn
difficulties into advantages. Entrepreneurs face lots of problems right from the conception
of an idea to its implementation. Entrepreneurs who are decisive arrive at the right solution
to the problem by spending the least possible time and money. Lack of ability to solve
problems will result in most of the problems remaining unresolved.

Desire for Immediate Feedback: Entrepreneurs enjoy the challenge of runnin g a business,
and they like to know how they are doing and are constantly looking for feedback.
Human Relation Ability: Tactful and warm human relation is an important factor which
brings success to an entrepreneur. An entrepreneur who maintains good relations with
customers, employees, suppliers, creditors and the community is much more likel v to succeed
in his business than the individual who does not invest in maintaining these relations.
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——] Wealth creator
—I Innovator
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Figure 2.1: Characteristics of Entrepreneur
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Entrepreneurship Development ~ Whatconclusioncan we draw from the above discussion on the entrepreneurial peréona]ity?
Entrepreneurs are not of one mold; no one set of characteristics can predict who will become
entrepreneurs afid whether or not they will succeed. Indeed, diversity seems to be a central
characteristic of entrepreneurs, - - . )

) Notes 2.4 Major Entrepreneurial Competencies

- . The role of entrepreneurship in economic development involves more than just increasing
per capita income and output. It involves constituting change in the structure of business and
society. An enlrepreneur, being the torch bearer of an enterprise,should possess certain traits or
competencies. A ‘competence’ is an underlying characteristic of a person which leads o his/her
effective or superior performance in a job (Boyatzis, 1982).

Poss\;ession of certain competencies, also known as entrepreneurial competencies, will help
entrepreneurs to operate their business successfully. These competencies or traits may not be
known to the person concerned. The traditional viewpoint was that entrepreneurs were born,
not made. Most people used to think that a person becomes a successful entrepreneur because
he/she belongs to a business family background. But gradually, studies have shown that it is
not merely the possession of a business family background that makesa person a successful
entrepreneur, but there are certain other qualities and skills which an entrepreneur should acquire
to be successful, The additional skills and knowledge can however be acquired only through
education and experience. Certain factors however hamper the creation of entrepreneurs which
basically include lack.of eapltal raw material, market, social mobility etc.

Entrepreneurial competen(:les enhances entrepreneurial performance Research studles
have been conducted by different individual and institutions regarding major entrepreneurial
competer.ies thatshould be acquired by an entrepreneur A study conducted by Entrepreneurship
Developr. _nt Institute of India (ED1), Ahmedabad under the guidance of Prof. David Mc Clleland
“has identified the following major competencies to be acquired by an entrepreneur which results
in superior performance. -

‘1. Initiative: An entrepreneur is one who initiates a business achvxty

2. Persistence: He follows the Japanese proverb “Fall seven times,stand up ¢ight.” He makes
repeated efforts to overcomé obstacles that get in the way of reaching goals.

3. Looking for opportunities: He looks for an oppormmty and takes appropnate action as
and. when it arises. :

4

4 Information seeker: Takes individual research and consults experts to get information to
help reach the goal. | :

Qual:ty conscious: He has always strong urge to excel to beat the enshng standa.rds
6. Commihnent: He does every sacrifice to get the work completed.

7, Efficiency Seeker: Makes tenacious efforts to get the task completed with minimum cost
and time.

Pmper Planning: He furmulates reahshc plans and 1mplements them ngorously
9, * Self Confidence: He possess strong self confidence
10. Well wishér: He is a well wisher of his employees.
11. Efficient monitor: He personally supervises the work of his subordinates.
12.  Again, James J. Berne(1960) emphasized on the foHowmg qualities of a good entrepreneur:
& ‘He isan enterprising individual, energetic and hard working.

- @ Heis interested in advancing technologlcally and in 1mprov1ng the quality of his
product or service.

40 Self Learning Material :



@ He is interested in expanding the scale of his operations.

® He visualises changes and adopts them. .

® He is a firm believer in planning and systematic work.

Likewise eminent experts like B.C. Tandon and James T.Mc Crory have identified and

stated various competencies of an entrepreneur. The much required traits that makes a good

entrepreneur can be summed up as follows:

1.

10.

11.

12,

Motivation Towards Achievement: An entrepreneur is always motivated towards the
need for high achievement. Moreover, he should also have the capacity to get things done
through others.

Risk Bearing Capacity: A successful entrepreneur should always be alert to new
opportunities and should have the capacity to bear risk. Hull and colleagues {1980) found
that the personality characteristics most important in identifying entrepreneurial types of
individuals are (a) functional task preference and (b) personality constructs of creativity,
risk and flexibility.

Tactful: An entrepreheur should be tactful and should have the capacity to make rational
and quick decisions. .

Leadership: An entrepreneur must have the ability to lead and manage.

Resource Utilisation: The entrepreneur should take steps for mobilising available resources
to the optimum for achieving organisational goals. He should try to keep the cost of
production to the minimum, but without compromising the quality of goods or services.
Communicator: An entrepreneur should be a good communicator. He should communicate
plans and policies to his subordinates in a proper and effective manner.

Motivator: A good entrepreneur is a person who can motivate others to perform for the
effectiveness of the organisation.

Willingness to Change: An entrepreneur should update himself with new technological
improvements and should adopt it in the business to keep pace with the competitive
environment. For this purpose, he should possess necessary technical knowledge
Optimistic; An entrepreneur should be optimistic in his approach.

Inngvative: He should be innovative in nature. Fe shoiild always look for new opportunities
and try to implement them. Gartner (1989) refers to innovation as the central Value of the
entrepreneurial behavior, since it is successfully taking an idea or invention to market.
Innovation and problem solving capabilities are expected to be the core of the entrepreneurial
capability of an entrepreneur. The entrepreneur, in his way of searching new opportunities,
have to face innumerable challenges. Thus, innovativeness is a major issue in this aspect, since
he have to bring an idea which is completely new. Schumpter (as cited in Sexton and Smilor,
1986) felt that innovation was one of the central characteristics of entrepreneurial endeavor.
Value: An entrepreneur should have certain values within him/her. Value refers to an
individual’s perception on people, places and things. '

Locus of Control: The concept of locus of control is closely related to the concept of a high
need for achievement .

Locus of control maybe internal or external based. People having internal locus of control
believe that they themselves can control their destiny. On the other hand, people having
external locus of control believes that there are certain external factors,which have a
dominating influence over their fate. It is believed that people having high internal locus
of control have high achievermnent motive. Individuals who are reluctant in believing in
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their ability to control the environment though their actions, would also be expected to be
reluctant to assume the risks that starting a business entails (Chen, Greene, and Crick, 1998;
Mueller and Thomas, 2000, Sexton and Smilor, 1986;} ' T

13, Strong Commitment: An entrepreneur is characterized by strong commitment and will
power. He takes every step to make his enterprise successful even at the cost of his own
interest. He motivates others to get work dore.

14. Change Agent: The entrepreneur is a change agent. He introduces changes in the enterprise
to make it sustain in this competitive globalised environment

2.5 Developing Competencies

Entrepreneurial competency results in superior performance of a job. It is a cyucial factor in
attaining success. Competency has a direct bearing on human behaviour and performance which
necessitates that entrepreneurial competencies are need to be developed in a very systematic
manner. The main components of entrepreneurial competence are knowledge, skill ahd motive. Any
procedure aimed at déveloping entrepreneurial competence should examine that there is adequate
improvement i the knowledge, skill and motive of the trainee/ participant. The well known
Kakinada experiment has proved that it is through education and training that entrepreneurial
competencies can be injected in human behaviour. Thus, it was this experiment which made people
believe that it was training that plays a significant role in inducing entrepreneurial competencies
and hence the idea of conducting entrepreneurial training, popularly known as Entrepreneurship
Developﬁent Programme (EDP) has evolved. EDP is a broad concept involving techniques of
developing competencies alongwith providing ideas assisting potential entrepreneurs to sef
up their enterprises. It means a program which is designed to help a person in strengthem'nrg
and fulfilling his entrepreneurial motive and in acquiring skills and capabilities necessary for
playing his entrepreneurial role effectively (wiki.answers.com) An entrepreneur should possess
adequate skills, ability to grasp opportunities , knowledge to maximize gainé,‘ buginess skills, and
leadership qualities. This can be made possible through entrepreneurship cievelopment. Various
entrepreneurship development models are as fcl%oWs:

(A) Psychological Medelg

These model gives preference to the psychology of an individual in leatning enfrepreneuxship
traits. For instance, David Mc Clleland, in his entrepreneurship model, puts more emphasis ori
achievement motives and suggested that motivation training programme is the policy measuré
which makes entrepreneurs willing and eager new opportunities. Again, John Kunkel, in 1965,
provided a behaviourist model which suggested that entrepreneurial behaviour is a function of
the surrounding social structure, both past and present, and can be influenced by manipulating
economic and social incentives (Charantimath,2005).The need to achieve is a drive to excel, to
achieve a goal in relation to a set of standards (Chell, Haworth, and Brearley, 1991, Johnson,
1990).Other criticisms of McClelland’s achievement motivation theory on entreprenetirs look at
the attempt to relate economic development to the prevalence of achievement imagery (Chell,
Haworth and Brearley, 1991). In certain cultures, failure is seen as a positive learning experience,
while in others it is not.

However, some empirical support have beeri provided by various experts on the idea that
entrepreneurs have a higher motive to achieve as compared to non-entrepreneurs. Bégley (1995}
and Hornaday and f_\boud (1971) consistently found that the achievernent motivation exists as
a stable characteristic and is more prevalent among entrepreneurs when compared to others.



{B) Sccial Models Entrepreneurial Competencies

The social approach focuses on the novice entrepreneur and his intention to creating a business. For
this purpose, the entrepreneur needs help in developing self-efficacy and a support system from
 the community to help in planning, self-regulation, and converting ideas into a potential business
enterprise. One of the popular sociological model is Frank W.Young's theory of entreprencurship Notes
which is mainly based on the incorporation of relative sub groups by the society. !

(C) Integrated Models '

i Approaches under this category basically emphasizes on the fact that there are certain factors
which when combined results in entrepreneurship. These factors include need for motive, long
term commitment, availability of personal, social and material resources and an effective socio-
pelitical system. The models consider entrepreneurship to be a behaviour rather than a trait.

1. Acquiringknowledge and under.standing: The first step towards acquiring a new behaviour
is to gain knowledge and understanding what a particular competence means, Competencies
cannot be cultivated without having an adequate knowledge on its meaning, importance
and relevance.

2. Recognising competency: Under this step, the competency should be recognised. This will
assist an enfreprenédur to know as to which competencies are required to perform a particular
task in a specific manner when someone exhibits the same.

Once a particular competency is understood and recognized, the next step is to find out -
where one stands with respect to a given competency. In other words, a person should try
to determine that whether he possesses a given competence and if yes, how frequently one
exhibits the same in one’s day-to-day activities for achieving his desired goal. This can be
done by preparing a self-rating questionnaire

3. Competence Application: At this stage the person having determined that at what position
he stands with respect to a particular competency,should practice the same on a continuous
basis in various activities.

4. Feedback: Finally, after l.'.z',éurs{aﬁding, internalising and practising a particular behaviour,
one must make an intrc:zpection of the same to determine the strengths and weakness of
one’s behaviour. This will assist the person to take a decision on whether to sustain or give |

i up that behaviour. '

2.6 Enirepreneurial Motivation

Entrepreneur is human being who has his dignity, self-respect, values, sentiments, aspirations,
drearns apart from economic status. Indeed, economic betterment and social upliftment motivates a
person to distinguish from others. Entrepreneurlship is to a great extent the product of rotivation.
Motivation refers to the inner drive that ignities and sustains behaviour to satisfy needs. Behaviour
is always caused and it is not spontaneous. In other words, human behaviour is goal directed or
directed towards satisfaction of needs. A persen’s behaviour is shaped by several sodiopsychological
factors such as his goals, education level, cultural background, work experience, etc. When a
person, feels some need tension arises in his mind until the need is satisfied. The tension motivates
‘him to take action. If the action is successful need is satisfied otherwise the person changes the
action until the need satisfaction occurs.

By now, you have learnt what an entrepreneur is and does. You have also learnt that the
entreprencurs play a risk-bearing role which is a difficult one. The entrepreneur embarks on a
difficult journey. Then, a few important and obvious questions arise: What prompts people to
embark on such a difficult journey? What motivates people to go into business? This lesson intends
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viz. meaning and theories of motivation, motivating factors and development of achievement
motivation. : '

2.7 Concept of Motivation

The term ‘motivation’ has its origin in the Latin word “movere” which means to “move”. Thus,
motivation stands for movement. One can get a donkey to move by using a “Carrot or a stick”,
with people one can use incentives, or threats or reprimands. However, these only have a limited
effect. These work for a while and then need to be repeated, increased or reinforced to secure _
further inovement. The term motivation may be defined as “the managerial function of ascertaining
the motives of subordinates and helping them to realise those motives.”

Whatever may be the behaviour of a man, there is always some stimulus that elicit the
behaviour. Stimulus is often dependent upon tde motive of the person concerned. Motive can
be known by studying his needs and desires. There is no universal theory that can explain the
factors influencing motives which control man’s behaviour at any particular point of time:
Generally, different motives operate at different times among different people and influence their
behaviour. The management should try to understand the motives of individuals which cause
different types of behaviour.

According to Dubin, motivation could be defined as “the complex of forces starting and
keeping a person at work in an organisation. Motivation is something that .moves the person to
action, and continues him in the course of action already initiated”. Motivation refers to the way a
person iy enthused at work to intensify his/her desire and willingness to use and channelise his/
her energy for the achievement of organizational objectives. It is something that moves a person
into action and continues him in the course of action enthusiastically. The role of motivation is
to develop and intensify the desire in every member of the organisation to work effectively and
efficiency in his position. ' B

In the words of Dalton E. McFarland, “Motivation is the way in, which urges desires,
aspirations, striving or needs direct, control or explain the, behaviour of human being”. Motivation
has very close relationship with the behaviour. It explains how and why the human behaviour
is caused. According to McFarland motivation is a form of tension occurring within individuals,
with resulting behaviour aimed at reducing, eliminating or diverting the tension. Understanding
the needs and drives and their resulting tensions helps to explain and predict human behaviour
ultimately providing a sound basis for managerial decision and action. Thus, motivation is the
term which applies to the entire class of urges, drives, desires, needs and similar forces.

March and Simon have developed a model, according to which motivation is the process or the
reaction which takes place in the memory of the individual. It may be viewed as the combination of
forces or motives maintaining human activity. Motivation to produce is a function of the character
of the evoked set of alternatives, the perceived consequences of evoked alternatives and individual
goals in terms of which alternatives are evaluated. March and Simon have established positive
correlation between productivity and motivation by means of a theoretical model shown in Figure 2.2,

Search for
+ Altematives
+
- Expected Value Level of
of Reward + Aspiration

Figure 2.2: March and Simon's Motivation Model



The main implications of this model are as under:
If lower the individual satisfaction, greater the search for better ways of doing the job.
With more search for alternative, greater is the expectation of rewards.

When greater the expected rewards, the higher the satisfaction and level of aspiratian.

Ll A

When higher the level of aspiration, lower the satisfaction.

. The unsatisfied needs of a person is the beginning of the motivation process. The unsatisfied
need results in tension within the individual and motivates him to search for the ways to relieve

this tension, and compels or develops certain goals for himself, If he is successful in achieving
his goals, certau.: nther needs will emerge which will lead to setting a new goal. But if the goal is
not achieved, the individual will engage himself in either constructive or destructive behaviour.
This process never stops. . It keeps on working within an individual.

Needs, Incentives and Motives

| A distinction may be made among three things: need, incentive and motive. This is to emphasise
| that any need present in the individual does not necessarily lead to action. The need has to be
, activated which is the function of incentive. Incentive is something which incites or tends to
. incite towards some determination. Thus, incentive is an external stimulus that activates need
and motive refers to an activated need, and active desire or wish. But a better definition is to
regard incentive as the outward stimulus for the motive to work. When a motive is present in a
person, it becomes active when there is some incentive, Thus, any incentive has reference to (i)
the individual and his needs which he is trying to satisfy or fulfill; and {ii) the organisation which
is providing the individual with opportunity to satisfy his needs in return for his services. Thus,
conceptual difference between motivation and incentive is that incentive is the means to motivation.

It is, clear that incentive has direct bearing on the degree of motivation. Increase in incentive
leads to better performance and decrease in incentive has adverse effect on performance. It should
be noted that motivation does not change the individual’s capacity to work. It simply determines
the level of the effort of individual, raises it or lowers it, as the case may be. Keith Davis feels that
motives are expression of a person’s need; hence, they are personal and internal. Incentives, on
the other hand, are external to the person. They are something he perceives in his environment
as helpful towards accomplishing his goal. For instance, management offers salesmen a bonus as
an incentive to channel in productive way their drives for recognition and status.

Needs create tension which are modified by one's culture to cause certain wants. These
wants are interpreted in terms of positive and negative incentives to produce a certain response
or action. To illustrate, need for food produces a tension of hunger. Since culture affects hunger,
a man will require wheat or rice accordingly. For a man, perhaps incentive is provided by his
wife's promise to prepare food in his favourite way.

Theories of Motivation

The importance of motivation to human life and work can be judged by the number of theories
that have been propounded to explain human’s behaviour. They explain human motivation
through human needs and human nature. Prominent among these theories which are particularly
relevant to entrepreneurship are Maslow’s Need Hierarchy Theory and McClelland’s Acquired
Needs Theory.

1. Maslow's Need Hierarchy Theory

Prof A. H. Maslow developed a theoretical framework for understanding hurman motivation which
has been widely acclaimed. According to him, a person’s effectiveness is a function of matching
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