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Unit V: Entrepreneurship 

Entrepreneurship is the process of creating a new business venture. The entrepreneur innovates, organizes 

all the resources required I.e. man, machine, material, finance etc, operates and assumes full risk for the 

venture. An Entrepreneur is a Capitalist. He/ She has no risk aversion, he is independent of spirit and does 

not want to work for others, and he develops new ideas or innovation. 

The word Entrepreneur means to undertake, in French language. Therefore he undertakes the running of 

an enterprise is an Entrepreneur. An Entrepreneur has extraordinary ability to see business opportunities or 

get new ideas and exploit them. He is a free spirited person who is good at overcoming any hurdles that 

might come in the way of his successfully running his enterprise. 

The Main Functions of an Entrepreneur are: 

Generation of Idea or concept, the best one, select the product concept 

Environment Scanning to gather many ideas and then through analysis select the best one and select the 

product.  

Setting up of Goals and Objectives. Vision and mission. 

Making the Finance decision: Where and how to raise money from? 

Looking for Raw material suppliers 

Purchase of Machinery locally or from outside 

Carrying out Market Research: to find Demand and supply situation. 

The HRD decision: selection recruitment and training of Manpower 

Making the Action Plan for the project Implementation. Drawing up the schedule and sequence of all 

activities to start and finish the project in the planned 

Implementation Erection and commissioning. 

Starting production and setting up and increasing sales and expanding. 

Classification: Entrepreneurs may be classified as: 

1.Innovative: those who create new ideas, new products/services, new methods of doing the job, new 

markets etc. The central theme is doing something new. 

2.Adopti e: The  a e also alled i itati e. The  ake use of othe s’ ideas a d ethods to eate their own 

venture. They are hardworking, have a flair for organizing and administration. They help in improving 

product quality by creating competition in the market. They create employment and help the economy 

grow. 

3.Fabian: Such entrepreneurs assume the risk and do administration but are loathe to adapt new 

techniques. They do not trust new methods and techniques. They are sceptical. They trust only time tested 

and trusted old ways. They do not adapt in the face of change. They change only when there is the threat 

that otherwise they may be doomed. 
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4.Drone: These Entrepreneurs are very traditional. They are orthodox and resist changes. They continue 

with traditional ways and are comfortable doing that. They lag behind other Entrepreneurs. These people 

stick to their conservative ways of doing business. 

Comparison with manager: 

1.The first characteristic of an Entrepreneur is the ability and willingness to take risk. A manager in contrast 

is always prone to playing safe. He does not take risks. 

2. The Entrepreneur is an independent spirit and is his own boss. He does not work for anybody. A 

manager on the other hand always works for someone. He is an employee of the Organization. 

3.An Entrepreneur works to achieve his goals. He works to see his vision turn into reality. He does not work 

just for profit.  His profit however may be unlimited. A manager works for the fixed salary that he gets 

every month.  

4.The Entrepreneur tries to implement new ideas. He manager has to mostly follow the rules and 

regulations laid down by the company. He has limited scope. 

5.Compared to a manager an Entrepreneur has to be much more resourceful. He should be able to tackle 

all types of problems. 

6.A very important quality an Entrepreneur needs to have more than the manager is financial ability. The 

need to raise finance and utilize it in the best way. 

Theories of Entrepreneurship: 

Entrepreneur are important to the economy of a country so it became necessary to find out how and why 

they develop. Many different management and social scientists have carried out research in this area. They 

have proposed there different hypotheses on the basis of their investigation and findings. These can be 

classified as: 

1.Cultural 

2.Psychological 

3.Social 

4.Economic 

Economic theories:  

(1) Joseph Schumpeter an Austrian economist taught at Harvard. He proposed that entrepreneurs create 

new organizations, enter new markets or open them up, discover new sources of supply of raw material, 

develop new methods of production and introduce new products. Thus they cause creative destruction by 

causing existing systems to become obsolete. He postulated that Entrepreneurs have the dream and will to 

found their own private kingdom. They are not inventors but innovators that means they apply new ideas 

or concepts and bring them to reality. He said development is the basic transformation of the economy 

brought about by entrepreneurial functions. 

2. David McClelland an American theorist put forward the theory called the need achievement theory. 

According to him an Entrepreneur has an overwhelming need to achieve and a strong urge to build. He said 

that entrepreneurship develops because of three factors. The need for achievement, Need for power and 

need for affiliation. Such people want to be leaders. They want others to follow their wish. They also want 

to be socially well known and recognized. 

3. Harvard Business School theory: The HBS theory as it is known considers it entrepreneurship as the 

outcome of factors both Internal and External. The internal Factors are Intelligence, skill, knowledge, 

experience and exposure. External factors are economic. Cultural, social, political and legal. 
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4. “o e of the othe  theo ies a e Lie e stei ’s theo  of - efficiency  which says it is the degree of 

inefficiency of use of resources and inputs within a firm which are responsible for Entrepreneurship  

5. a d Ha ek’s theo  of Ma ket e uili iu  hi h talks a out full e uili iu  as a aila ilit  of full i fo to 
ake de isio s, Ma ket as a ediu  of o u i atio  a d a uisitio  of k o ledge a d it’s 

communication. 

Cultural theories: These theories point out that the cultural values, system and environment are 

responsible for Entrepreneurship. The important such theories are  

1. Hoselitz’s theo : he sa s that e t ep e eu s e e ge f o  a pa ti ula  so ioe o o i  lass. The 

i o it  o u ities’ gi es ise to this ualit . Fo  e a ple I dia s take  to Af i a as la ou e s, Je s a d 
Greeks in Christian Europe in medieval ages. Chinese in South Africa. Their marginalization in society forces 

them to be creative. Also that like Parsees in India a specific background promotes it. Finally background of 

such people possess additional personal skills and leadership qualities. 

2. Pete  D u ke ’ theo : E t ep e eu ship is a p a ti e ith a k o ledge ase. It is ot li ited to ig 
businesses and economic institutions. Behaviour and culture are more important than traits in this respect. 

Innovation is the real hub of it which creates resource. It happens when the value and satisfaction 

obtained by the consumer from the resource is increased. It happens when new methods and combination 

of new methods of processes or business are found. And new opportunities exploited. 

Psychological theories: 

Maslo ’s eed hie a h : A aha  Maslo  a so ial s ie tist p oposed that the eeds of hu a s a  e 
arranged in a hierarchical order. T 

The needs which come first are the basic needs of hunger, thirst are physiological needs. 

The second category of needs is for Safety and security, housing shelter from sun and rain. 

Then Man is a social animal. He does not like to live alone. Therefore there is need for social affiliation, 

sharing etc. 

The fourth class of needs is the need for Esteem. This means the need to be respected, to be thought of as 

someone special by virtue of achievement, qualities.  

 Finally the highest class of need is that of improving oneself or self-actualization. This is the need at the 

top of the pyramid. 

The next order need does not come into picture until the lower one is fulfilled.  

The secret of Entrepreneurship lies here. The motivation comes from these needs. 

Sociological Theories: 

Ma  We e ’s theo  of eligious elief: E t ep e eu ship Ma  We e  elie es that that it is the so ial 
environment which is responsible for it. That it is the result of religious beliefs. It is given shape by the 

religious culture. It happens due to the following three reasons. 

1. The spirit of Capitalism: As against the rigid and strict catholic system where it could not thrive, the 

protestant ethic resulted in free society and spirit and private enterprise was glorified. 

2. A sense of adventure, finding enjoyment in risk taking, taking up challenges, picking up gauntlet.  

3. The prospect of making good profit motivates these type of people. 

The other sociological theories are the Theory of social change proposed by E E Hagen and the Theory of 

Entrepreneurial supply of Thomas Cochran. 

 

Downloaded from  be.rgpvnotes.in

Page no: 3 Follow us on facebook to get real-time updates from RGPV

https://be.rgpvnotes.in
https://www.facebook.com/rgpvnotes.in
https://be.rgpvnotes.in


Entrepreneur traits and behavior: 

Different Entrepreneurs must surely have different personalities, different qualities and traits. However, it 

has been found that there are some traits which are commonly found in most Entrepreneurs. They are as 

follows; 

Most of the Entrepreneurs are Independent in thinking. They keep their own counsel. They do not go along 

with general opinion. They have their own ideas on which they are firm. They do not like to work under 

others. The cannot be employees 

O e of the iggest ualities the  ha e is the a ilit  to ea  isk. I  o e’s o  usi ess the isk is solel  
o e’s o . The u k stops at the o e . The futu e is u e tai . No od  a  p edi t hat may happen 

tomorrow and yet they are undeterred. They enjoy taking risk. 

These people have a lot of self-confidence and can face any situation. They have the courage of conviction. 

They have a lot of self-belief.  

Such people are usually very good communicators. They can convey their message well to partners, 

subordinates, other stakeholders in business. They are successful because they can communicate and 

convince people, bargain, negotiate, cajole, urge, and command. 

Entrepreneurs have a very clear vision and know exactly what they want. They have clear goals and 

objectives. They have foresight. 

They have sound judgment. Therefore they seldom go wrong in their choice or selection of people, Things, 

alternative methods, products markets etc. In fact they have the ability to select the best of people and 

back them to become leaders and expand the organization with them 

They are optimists who always see the glass as half full rather than half empty. Whatever the situation they 

believe that things will turn out alright. 

These people are the first to see opportunities in the environment and also know how to exploit them to 

the fullest. 

An entrepreneur has requisite technical knowledge and skills to operate his business.  

They have an appetite for hard work. They are committed to their cause. They are dedicated. They do not 

stop until their goal is achieved. 

Entrepreneurs are creative people. They create new things, products. They create new ways of doing 

business, new markets, and new processes. 

Role of Entrepreneur in Employment and Economic growth: 

First of all running a business means creating maintaining and growing capital. Capital means assets. 

Therefore the assets in the country increase.  

All over the world unemployment is a big problem. By creating a new venture Entrepreneur in effect 

creates employment opportunities for many people at a time. 

All of these put together create jobs for millions. When people get jobs the national income increases. 

More People have the power to purchase things. This increases demand in the market. That means 

increase in production and therefore increase in GNP. It lowers the prices because of increase in supply of 

goods. It increases the competition and thereby improvement in product quality. These means the quality 

of life in the country will be better. This results in increase in the standard of living. It means more comfort 

for people and more happiness. Happy people work better so  
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That results in increase in productivity. It also brings about economic development through innovation. The 

government gets more money in the form of taxes. Therefore the government can spend more on 

infrastructure like transport, communication, education, health care and it further increases 

Entrepreneurship and therefore improves the economy and it goes on. Further, success of one 

entrepreneur inspires others to do the same. Knowledge and experience of an employee who becomes an 

entrepreneur spills over to the new firm. And this is an important mechanism in economic growth. More 

the new venture more enterprise means more competition. Moreover diverse products also may be 

manufactured reducing dependence on imports etc. 

Role of Entrepreneur in Export promotion: 

When lot of business ventures or enterprises are there in the economy that means more production and 

the surplus after serving the local market can be exported. Exports for a country like India means money in 

foreign exchange. It also means new market for our products. As exports increase more money comes in, 

that means more enterprises and more production of same and diverse products. In India more exports are 

rewarded. When the country makes more and export quality goods the country will not require to depend 

on imports. Debt servicing will also reduce because of 100% Export oriented Units. Govt. of India has set up 

spe ial e po t p o otio  zo es fo  i easi g the ou t ’s e po ts. Mo e e po ts also i p o e ou  
balance of payment position with other countries. In India there are lot of natural resources and low cost 

skilled and unskilled manpower therefore we can keep competitive pricing on exports. We can also exports 

handicraft products made by using our age old invaluable traditional knowledge and skills. Our Music, 

Ayurvedic medicine, Art and craft if exported can get lot of rewards for our country. 

Role in social stability: 

By creating new businesses the local youth bet opportunity to stand on their feet and become 

economically independent. This promotes a sense of wellbeing and reduces idleness and crime in society. 

Indian government has been for a long time running poverty removal programs. The best method of 

poverty removal is this. Secondly the divide between rich and poor, the haves and have not reduces. There 

is more fair and equitable distribution of wealth thus creating social harmony. 

Entrepreneurs always do something for the society where they exist and thrive. This is in the form of 

corporate social responsibility. They put up schools and colleges. They build hospitals. They run social 

welfare programs, vocational institutes. 

Better infrastructure and technical know-how, bring about a social change in the sense that an educated 

society is promoted. 

Wo e  e o i g e t ep e eu ’s ea s that the  e o e i depe de t. The  ill ot e pe se uted. 
They can remove with more self-respect. They can also do more for the welfare of other women. 

 

Indigenization: It means make in India. This is the slogan given by our prime minister. It means a lot when 

you make more and more products in India. It will result in reduction in imports. That means saving in the 

spending of foreign exchange for imports. It results in not having to procure/ purchase expensive foreign 

technology. More R&D will be done inside the country to create infra and high paying jobs. Indian 

government is imposing heavy import duties and licensing to make imports more difficult. Therefore 

import substitution will have to be done. More and more products which were imported from abroad are 

being made indigenously now. 
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Entrepreneur development program EDP: 

In India the state Governments are running a program to promote entrepreneurship the state. It is meant 

for developing entrepreneurial abilities among the people. In other words, it helps people to develop so 

that they can create and run their enterprise with success. 

Objectives of EDP: 

The major objectives of the Entrepreneurship Development Programs (EDPs) are to: 

Develop and strengthen the entrepreneurial quality, i.e. motivation or need for achievement. Analyze 

environmental set up relating to small industry and small business. Select the product. Formulate proposal 

for the product. Understand the process and procedure involved in setting up a small enterprise. Know the 

sources of help and support available for starting a small scale industry. Acquire the necessary managerial 

skills required to run a small-scale industry. Know the pros and cons in becoming an entrepreneur. 

Appreciate the needed entrepreneurial discipline. Besides, some of the other important objectives of the 

EDPs are to. Let the entrepreneur himself / herself set or reset objectives for his / her enterprise and strive 

for their realization. Prepare him / her to accept the uncertainty in running a business. Enable him / her to 

take decisions. Enable to communicate clearly and effectively. Develop a broad vision about the business. 

Make him subscribe to the industrial democracy. Develop passion for integrity and honesty. Make him 

learn compliance with law. 

What are the phases of Entrepreneurship Development Program in India? 

There are three phases in EDP 

1. Pre training phase: In this phase the objective is to enter the region to understand the people and their 

socioeconomic conditions, to understand their value system. It aims to know the hopes and aspirations of 

the people, their attitudes and beliefs, as also their fears and problems etc. 

In the pre training phase the activities done are 

a) Promotion: Through these activities it is aimed to reach potential trainees. For this purpose personal 

contacts are used, adverts are given in newspapers, message is spread to youth clubs and centres, Hand 

outs are given, support of local leaders and social activists is sought. Secondly, in this phase viable business 

opportunities are identified. These should be such that they can be exploited in the existing infrastructure 

and locally available resources. In addition they should have low investment and manpower requirement 

and ROI period. Example is mushroom farming, making solar energy equipment etc. 

b) The next step is Trainee selection. This has to be done based on the identification and assessment of the 

traits. For the purpose psychological tests and behavioural studies may be carried out. The identified 

people may be developed to acquire Entrepreneurship skills. Usually young people of 18 to 35 age group 

are selected for the purpose. Applications are invited, screened and then personal interviews are 

conducted to select the candidates. 

2. The training Phase: In this phase which varies from 15days to three months depending on the 

characteristics of the target group, local atmosphere and project size etc. the candidates who are potential 

entrepreneurs go through training as below. 

Behavioural training, Business opportunity identification and guidance, info and tech inputs, managerial 

inputs, Marketing skills, Soft skills, Legal system related inputs. 

3. In the post training phase follow up is done. Ultimately the aim of the program is that just imparting 

education and training but also to help the trainee put up his business venture. Project implementation is 

done here. It involves 

 Preparing project report 
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 Help to get loan from Financial Institution or Bank for financing the project. 

 Registration with District Industries centre. 

 Facilitating the acquisition of Land and Building. Power shed etc. 

 Purchasing the necessary equipment. 

 Marketing and selling the goods. 
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