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PREFACE

It is a great pleasure that we bring this book on “Startup Management” which has been
written in accordance to the syllabus of BBA Semester VI, Osmania University, Telangana.

Entrepreneurship is a vital source to change the society in all its facets. It is essential for
industrialization, generating employment and poverty alleviation. In today’s world, it is a very
tough task to get a job for every individual. Entrepreneurship is a tool which creates jobs and
increases the standard of living of the community. This book will help the students to learn about
what is entrepreneurship, how entrepreneurs are made, and the various institutions that are
supporting entrepreneurship. Potential students can also assess themselves by the self-assessment
exercise given in the book.

This book contains 10 chapters which give insights about various topics like Entrepreneur,
Entrepreneurship, Entrepreneurship Development Programmes, Small Enterprises, Rural
Entrepreneurship, Institutional Finance to Entrepreneurs, etc. The concepts have been explained
in a simple and understandable language in the book.

We are confident that this book will be useful to the teachers and the students as every care
is taken to present the required material. Suggestions for further improvement of the book from
teachers, traders and students will be acknowledged with gratitude. We are very much thankful to
Shri Niraj Pandey, Director; Vijay Pandey, General Manager (Marketing) and Mr. Anil Kumar,
Sales Manager, and their team of Himalaya Publishing House Pvt. Ltd. who have given us the
opportunity and encouraged us to bring out this book.

We would like to thank Sri K. Raghu Veer, Principal, Indian Institute of Management and
Commerce, for his never ending support and guidance in completion of this book.

January 2019 Authors
Hyderabad
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Introduction to
Entrepreneur
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1.1 Concept of Entrepreneur
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1.3 Distinction between Entrepreneur and Manager

1.4 Functions of Entrepreneur

1.5 Traits/Qualities of Entrepreneur

1.6 Entrepreneurial Process

1.7 Types of Entrepreneurs

1.8 Intrapreneur

1.1 Concept of Entrepreneur

The word ‘Entrepreneur’ has been taken from the French language originally meant to designate
an organizer of musical or other entertainments. Oxford English dictionary also defined an
entrepreneur in similar way as “the director or a manager of a public musical institution, one who gets
up entertainment, especially musical performance”. In the early 16th century, it was applied to those
who were engaged in military expeditions. It was extended to core civil engineering activities in the
17th century. It was only in the beginning of the 18th century that the word was used to refer to
economic aspects.

Entrepreneurship is the practice of starting new organizations or revitalizing mature organizations,
particularly new businesses generallsy in response to identified opportunities. Entrepreneurship is a
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creative human act involving the mobilization of resources from one level of productive use to a
higher level of use. “It is the process by which the individual pursue opportunities without regard to
resources currently controlled.” Entrepreneurship involves a willingness to take responsibility and
ability to put mind to a task and see it through from inception to completion. Another ingredient of
entrepreneurship is sensing opportunities, while others see chaos, contradiction, and confusion.
Essence of Entrepreneurship is going against time with maturity and serving as a change agent.
Entrepreneurship is considered to be a significant determinant of economic development. New
entrepreneurial activities play a vital part in the process of creative destruction that fosters innovation,
employment, and growth.

Entrepreneur
The word “entrepreneur” is derived from a French root ‘entreprendre’, meaning, “to undertake”.

The term “entrepreneur” seems to have been introduced into economic theory by Cantillon (1755) but
Say (1803) first accorded the entrepreneur prominence. It was Schumpeter, however, who really
launched the field of entrepreneurship by associating it clearly with innovation. Drucker’s definition of
entrepreneurship, namely a systematic, professional discipline, brought a new level of understanding
to the domain (Maurer, Shulman, Ruwe and Becherer 1995:526). Sharma and Chrisman (1999:12)
identified two clusters of thought on the meaning of entrepreneurship. One group focused on the
characteristics of entrepreneurship (e.g., innovation, growth, uniqueness) while a second group
focused on the outcomes of entrepreneurship (e.g., the creation of value):

 He is a person who develops and owns his own enterprise
 He is a moderate risk taker and works under uncertainty for achieving the goal
 He is innovative
 He pursues the deviant pursuits
 Reflects strong urge to be independent
 Persistently tries to do something better
 Dissatisfied with routine activities
 Prepared to withstand the hard life
 Determined but patient
 Exhibits sense of leadership
 Also exhibits sense of competitiveness
 Takes personal responsibility
 Oriented towards the future
 Tends to persist in the face of adversity
 Converts a situation into opportunity

An entrepreneur is a person who starts an enterprise. He searches for change and responds to it. A
number of definitions have been given of an entrepreneur. The economists view him as a fourth factor
of production along with land labour and capital. The sociologists feel that certain communities and
cultures promote entrepreneurship like for example in India, we say that Gujaratis and Sindhis are very
enterprising. Still others feel that entrepreneurs are innovators who come up with new ideas for
products, markets or techniques. To put it very simply, an entrepreneur is someone who perceives
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opportunity, organizes resources needed for exploiting that opportunity and exploits it. Computers,
mobile phones, washing machines, ATMs, Credit Cards, Courier Service, and Ready to eat Foods are
all examples of entrepreneurial ideas that got converted into products or services. Some definitions of
an entrepreneur are listed below:

1. According to New Encyclopedia of Britannica: An individual who bears the risk of
operating a business in the face of uncertainity about the future conditions.

2. According to Richard Cantillion, Entrepreneur as a Risk Bearer: Richard Cantillion, an
Irish man living in France, was the first who introduced the term ‘Entrepreneur’ and his risk bearing
function in economics in the early 18th century. He defined entrepreneur as an agent who buys factors
of production at certain prices in order to combine them into a product with a view to sell it at
uncertain prices in the future.

3. According to J.B. Say, Entrepreneur as an Organizer: Jean Baptiste Say, defines
entrepreneur with the functions of coordination, organization and supervision, According to him, an
entrepreneur is one who combines the land of one, labour of another and the capital of yet another,
rent on land and wages to laborers and what remains is his/her profit. Thus a capitalist is a financier
and the entrepreneur an organizer.

An entrepreneur is an economic agent who unites all means of production – land of one, the
labour of another and the capital of yet another and thus produces a product. By selling the product in
the market he pays rent of land, wages to labour, interest on capital and what remains is his profit. He
shifts economic resources out of an area of lower and into an area of higher productivity and greater yield.

4. According to Joseph Schumpeter – Entrepreneur as an innovator: Joseph A. Schumpeter,
for the first time in 1934 assigned a crucial role of ‘innovation’ to the entrepreneur in his ‘Theory of
Economic Development’. According to him an entrepreneur is basically an innovator who carries out
new combinations to initiate and accelerate the process of economic development. Schumpter
considered economic development as a discrete dynamic change brought by an entrepreneur and
instituting new combinations of factors of production which he called ‘innovation’. According to him
innovation is any one of the following:

(i) Introduction of a new product
(ii) Introduction of a new method of production

(iii) Opening of a new market
(iv) Discovery of new source of supply of raw materials and
(v) Carrying out of the new form of organization of any industry
5. According to Peter Drucker, Entrepreneur as a Change Agent: An entrepreneur searches

for change, responds to it and exploits opportunities. Innovation is a specific tool of an entrepreneur
hence, an effective entrepreneur converts a source into a resource.

Entrepreneurship is a dynamic process of vision, change, and creation. It requires an application
of energy and passion towards the creation and implementation of new ideas and creative solutions.
Essential ingredients include the willingness to take calculated risks – in terms of time, equity, or
career; the ability to formulate an effective venture team; the creative skill to marshall needed
resources; the fundamental skills of building a solid business plan; and, finally, the vision to recognize
opportunity where others see chaos, contradiction, and confusion.
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6. According to Francis A. Walker: The true entrepreneur is one who is endowed with more
than average capacities in the task of organizing and coordinating the various other factors of
production. He should be pioneer, a captain of the industry. The more efficient entrepreneurs receive a
surplus reward over and above the managerial wages and his sum constitutes true profit ascribable to
superior talent.

7. According to Adam Smith: Entrepreneur is a person who only provides capital without active
part in the leading role in enterprise.

He describes the entrepreneur as an individual who forms an organization for commercial
purpose. At the beginning, entrepreneur supplies the capital as a promoter and gathers material and
labor as a manager. He is also treated as an employer, master, merchant and a capitalist.

8. According to Carl Menger: The entrepreneur is a change agent who transforms resources
into useful goods and service, thus it leads to the industrial growth. As per Menger’s classic theory of
production, resources having no direct use in terms of fulfilling human needs were transformed into
highly valuable products that directly fulfilled fulfilled human needs.

9. According to David McClelland: Entrepreneur is one who takes decision under uncertainity
and does things in a new and innovative way to get desired profit. He describes that entrepreneur must
prefer personal responsibility for decision and he should be a moderate risk taker. He opines that the
need for achievement drives people to become entrepreneur.

10. According to F.H. Knight: Entrepreneurs are a specialized group of persons who undertake
risk and deal with uncertainity. Entrepreneur is the economic functionary who undertakes
responsibility which cannot be insured. He tried to differentiate risk and uncertainity. As per Knight,
the entrepreneur must possess the qualities of ability, willingness and power to guarantee specific
sums to others in return for the assignments made to him.

11. According to International Labour Organization: Entrepreneurs are those people who
have the ability to see and evaluate business opportunities, together the necessary resources to take
advantage of them and to initiate appropriate action to ensure success.

Definition of Entrepreneurs Today
Entrepreneurship is the process of creating something new and assuming the risks and rewards.

Four aspects of being an entrepreneur today:

 Involves creation process.
 Requires devotion of time and effort.
 Involves rewards of being an entrepreneur.
 Requires assumption of necessary risks.

The Myths of Entrepreneur
 Myth 1: Entrepreneurs Are Doers, Not Thinkers
 Myth 2: Entrepreneurs Are Born, Not Made
 Myth 3: Entrepreneurs Are Always Inventors
 Myth 4: Entrepreneurs Are Academic and Social Misfits
 Myth 5: Entrepreneurs must Fit the “Profile”
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 Myth 6: All Entrepreneurs Need Is Money
 Myth 7: All Entrepreneurs Need Is Luck
 Myth 8: Ignorance Is Bliss for Entrepreneurs
 Myth 9: Entrepreneurs Seek Success but Experience High Failure Rates
 Myth 10: Entrepreneurs Are Extreme Risk Takers, Gamblers

The term entrepreneur is defined in many ways and various senses from Cantillion to Kirzner and
performs various functions like risk taking, innovating, decision making, organizing, coordinating, etc.
To sum up, entrepreneur can be defined as a person who tries to create something new, organizes
production and undertakes risk and handles economic uncertainty involved in the enterprise.

1.2 Characteristics of Entrepreneur

A successful entrepreneur must be a person with technical competence, initiative, good judgment,
intelligence, leadership qualities, self confidence, energy, creativeness, fairness, honesty, tactful and
emotional stability:

(a) Hardwork: Willingness to work hard distinguishes a successful entrepreneur from
unsuccessful one. The entrepreneur with his tedious, sweat filled hours and perseverance
revive their business even from one on verge of failure.

(b) Desire for high achievement: The entrepreneurs have a strong desire to achieve high goals
in business. The high achievement motive strengthened them to surmount the obstacles.
Suppress anxieties, repair misfortunes and Dense expedients and only set up to run a
successful business.

(c) Highly Optimistic: The successful entrepreneurs are not disturbed by the present problems
faced by them. They are optimistic for the future that the situations will become favourable
to business in future.

(d) Independence: One of the common characteristics of the successful entrepreneur has been
that they do not like to be guided by others and to follow their routine. They like to be
independent in the matters of their business.

(e) Foresight: The entrepreneurs have a foresight to know about future business environment.
They will visualize the likely changes to take place in market, consumer attitude,
technological developments etc and take timely actions accordingly.

(f) Good organizer: Different resources required for production are divorced from each other.
Ii is the ability of the entrepreneurs that brings together all resources required for starting up
an enterprise and then to produce goods.

(g) Innovative: Production is meant to meet the customer’s requirements. In view of the taste of
consumers from time to time, the entrepreneurs initiate research and innovate activities to
produce goods to satisfy the customers changing demands for the products.

(h) Perseverance: One of the qualities of successful entrepreneurs is that they possess and
exhibit tremendous perseverance in their pursuits. They do not give up their effort even if
they fail. They are not deterred by difficulties and problems that beset any project, rather
they work hard until the whole project is successfully accomplished. They have the
willingness to keep goals in sight and work toward them despite obstacles. They make hard
efforts to get rid of obstacles coming in the way of reaching the ultimate goal.
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(i) Decision Maker: An entrepreneur has to take various decisions in performing activities of
his enterprise. Therefore he must be innovative in decision making process. The true
entrepreneurship requires creative decision making, rational approach, problem solving
ability and ability to take quick and correct decision. The profitability and productivity of an
enterprise directly depends upon the decision making capacity of an entrepreneur.

(j) Patient: Entrepreneurs are highly patient and do not get affected by the temporary failure
and continue to work hard. Entrepreneurs try again and again to achieve the success.

(k) Optimistic: The successful entrepreneurs have a positive approach toward things. They do
not get disturbed by the present problems faced by them. They become optimistic for future
that the situations will become favourable to business in future.

(l) Foresight: The entrepreneurs have a good foresight to know about future business
environment. In other words, they well visualize the likely changes to take place in market,
consumer attitude and taste, technological developments etc. and take necessary and timely
actions accordingly.

(m) Emotional Balance: There are many ups and downs in the business but entrepreneur has to
be emotionally stable. They do not get carried away by the huge profits and disappointed by
the huge losses. They remain quiet and calm at every situation.

(n) Communication Skills: Entrepreneurs are good communicator and with their good
communication skills they are able to convince others with their ideas. Good communication
also means that both sender and the receiver understand each other and are being understood.
An entrepreneur who can effectively communicate with customers, employees, suppliers and
creditors will be more likely to succeed.

(o) Leadership and Team Spirit: An entrepreneur must have the ability to build successful
teams and thus working in teams. He should be good at building and managing successful
teams. Leadership quality is the most important characteristic of entrepreneur. It is the process
of influencing and supporting others to work enthusiastically towards achieving objectives.

(p) Interpersonal Skills: An entrepreneur is a person who comes across with different persons.
He has to deal with many types of persons. He is the person who gets the things done
through with the help of others. So a successful entrepreneur possesses the interpersonal
skills of dealing with people.
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Success Story of Bill Gates (Case Study)
William Henry Gates, known to his friends and the rest of us as Bill, is probably the world’s most

prominent entrepreneur. From a teenager’s interest in computer programming, he founded and built
Microsoft to its position of global dominance of the vast personal computer market. He is certainly
one of the world’s richest individuals. Entrepreneurs are now role models. Yet, in 1955, when Bill was
born in Seattle, very few people ever mentioned the word “entrepreneur”. Even as recently as 1975,
when Bill Gates and Paul Allen founded Microsoft, calling a business person an entrepreneur was
often a term of abuse in Britain, if not in the U.S. At the age of 14, Bill and his school friend, Paul
Allen, converted an Intel processor into a traffic counter and earned $20,000 each for themselves, Six
years later, in 1975, Paul talked Bill into dropping out of Harvard and travelling halfway across the
country to New Mexico, in order to develop an interpreter of the BASIC programming language for
the new Altai microcomputer. This opportunity gave birth to Microsoft but was clearly driven not by a
desire to beat competitors but more by a love of doing something new, with new technologies, in a
new industry. Within ten years, however, Microsoft was creating its own opportunities and was on the
path to becoming the $50 billion, 80,000 employee, multinational, dominant force that it is today in
computing. The big opportunity came in 1981, when IBM turned to Microsoft to produce the
operating systems for its new personal computers. To meet the IBM deadline, Microsoft bought the
rights to an existing system for $50,000 and adapted it into the PC-DOS. Each IBM PC sold
included by Microsoft system yet Microsoft market, they too were mostly using the Microsoft disk
operating system (MS-DOS). As the money poured in, Microsoft stepped up its R&D so that it
soon began to lead, rather than follow, market developments. So Bill moved from being something
in between an enthusiastic hobbyist, and a classical opportunity spotting entrepreneur, into a
thoroughly modern entrepreneur who favors the creating of new opportunities, Bill now clearly
enjoys being a winner.

1.3 Distinction between Entrepreneur and Manager

Sometimes the two terms are considered as synonyms. In fact, the two terms are two economic
concepts meaning two different meanings. The major points of distinctions between the two are
presented in the following table.

Basis Entrepreneur Manager
Motive The main motive of an entrepreneur is to start a

venture by setting up an enterprise. He
understands the venture for his personal
gratification.

But, the main motive of a manager is
to render his services in an enterprise
already set up by someone else.

Status An entrepreneur is the owner of the enterprise. A manager is the employee in the
enterprise owned by the entrepreneur.

Risk Taking An entrepreneur being the owner of the
enterprise assumes all risks and uncertainty
involved in running the enterprise.

A manager as employee servant of the
enterprise does not bear any risk
involved in the enterprise.

Rewards The rewards an entrepreneur gets for bearing
risks involved in the enterprise is profit which
is highly uncertain.

A manager gets salary as reward for
the services rendered by him in the
enterprise. Salary is certain and fixed
for him.
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Innovation Entrepreneur himself thinks over what and how
to produce goods to meet the changing
demands. Hence, he acts as an innovator also
called a change agent.

Manager simply executes the plans
prepared by the entrepreneur. Thus,
manager simply translates
entrepreneur’s ideas into practice.

Qualification An entrepreneur needs to possess qualities and
qualifications like high achievement motive,
originality in thinking, foresight, risk bearing
ability and so on.

On the contrary, a manager needs to
possess distinct qualifications in terms
of sound knowledge in management
theory in practice.

Action Gets hands dirty. Delegates action.
Attention Primarily on technology and market place. Primarily on events inside corporation.
Market Research Creates needs. Has to discover needs.
Failures and
Mistakes

Deals with mistakes and failures as learning
experience.

Strives to avoid mistakes and
surprises, postpones recognizing
failure.

Decisions Decisive and action-oriented. Delays decision until he gets a feel of
what the boss wants.

Relationship with
Others

Transactions and deal making as basic
relationship.

Hierarchy as basic relationship.

1.4 Functions of an Entrepreneur

An entrepreneur does perform all the functions necessary right from the genesis of ideas up to the
establishment of an enterprise:

(i) Idea generation and scanning of the best suitable ideas
(ii) Determination of the business objectives

(iii) Product analysis and market research
(iv) Determination of form of ownership/Organization
(v) Completion of promotional formalities

(vi) Raising necessary funds
(vii) Processing machine and material

(viii) Recruitment of men
(ix) Understanding the business operations

Commercial Functions
The following are the commercial functions any entrepreneur should possess to start an enterprise.

Production: Production, being the key commercial function for any undertaking, involves
manufacturing of goods or delivering the services. Regardless the size of the enterprise, the activities
performed in production can be classified as:

 Manufacturing
 Ancillary or support activities (the activities that support the primary activities)
 Advisory
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Depending on the size of the enterprise, these activities can be performed by a single person or
number of persons grouped into separate departments:

1. Finance: Finance being the most important commercial function of any enterprise, all the
business activities are focused around finance. An entrepreneur should plan for the inflow of funds and
arrange them on a need basis. Finance plays a key role right from setting up of enterprise, running the
enterprise and also during the expansion of the enterprise.

2. Marketing: Marketing involves the delivery of goods and services from the enterprise to the
end -user. Marketing is an important step to promote the activities of the enterprise. Entrepreneur should
have a good marketing plan to overcome the competition and take a top notch position in the market.

3. Personnel: The commercial function involves:

 Recruiting the workforce
 Development and training
 Salaries
 Working atmosphere
 Welfare like safety, health, etc.

4. Accounting: The commercial function would help the entrepreneur to gauge the financial
position of the enterprise at any point of time, by just going through the accounting records. It involves
systematic recording of all the financial transactions of the enterprise.

Managerial Functions
1. Planning: Planning is the primary and essential managerial function, an entrepreneur should

possess. A good planning helps the entrepreneur to initiate actions required to achieve their goal.
Planning reflects the decision making mentality of the entrepreneur regarding various tasks in
achieving his goal. A plan should have answers to the following questions for each of the tasks:

 What should be done?
 When should it be done?
 How should we do it?
 Who should do it?

2. Organizing: All the employees in an organization work towards achieving the objectives or
goals set for the enterprise by the entrepreneur. An entrepreneur will organize the various tasks in an
enterprise through:

 Arranging
 Coordinating
 Controlling
 Directing
 Guiding

3. Staffing: The organizational process requires various duties performed by various levels of
staff. The human resource department of the enterprise will recruit the staff. Staffing basically
involves:
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 Human Resource (HR)
 Manpower planning
 Recruiting the employees
 Selection and appointment of employees
 Human resource development
 Promotion for good performers
 Transfer based on the requirement (to various department or divisions in the enterprise)
 Appraisal or promotions
 Fixing of the salaries

4. Directing: The entrepreneur should be capable of directing the staff towards organizing and
executing the planned activities, in the most efficient manner.

Leadership Functions
The entrepreneur should be capable of leading his team to achieve the organizational goals while

ensuring the overall satisfaction for both the enterprise and all the stakeholders. As a leader, the
entrepreneur influences, guides and directs his/her staff towards achieving this goal.

1. Communication: Communication means exchange of:

 Emotions
 Feelings
 Ideas
 Information
 Knowledge

On average, 75% to 90% of an entrepreneur’s time goes in communicating with others. So,
effective communication is a very critical managerial function that an entrepreneur should exhibit.

2. Motivation: An entrepreneur should be capable of motivating his staff. Effective motivation
inspires the staff to exhibit increased levels of performance. The entrepreneur motivates his staff in a
manner which is:

 Competitive
 Comprehensive
 Flexible
 Productive

While motivating his staff, the entrepreneur should keep in mind the factors for his staff:

 Economic
 Ego
 Psychological
 Safety
 Social
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3. Supervision: Entrepreneur should be capable of supervising the subordinate to ensure that:

 Work is getting done as per the given instructions
 All the available resources are being utilized with at most efficiency
 Take the appropriate action whenever there is a deviation from the planned organizational

goal.
4. Coordination: The entrepreneur should coordinate the work done in various divisions of the

enterprise, to ensure that all the divisions are working towards the organizational goals and according
to the plan. Corrective actions should be initiated whenever there is any deviation from the plan.

5. Controlling: Controlling involves:

 Setting measurable standards
 Measuring the current performance
 Comparison of the actual performance with the set standards
 Measure the deviations
 Take appropriate measures to bring the performance to the level of standards required

Promotional Functions
The following are the various essential promotional functions to be exhibited by the entrepreneur:

1. Discovery of an idea: The entrepreneur should be innovative to discover innovative ideas and
commercially exploit them. The ideas could be related:

 Innovative or more effective utilization of natural resources
 An innovative venture with high profitability
 Opportunities to tap more profitability from an existing enterprise.

After innovating the idea, the entrepreneur discusses the feasibility of his idea with the experts in
those areas. Once approved further analysis can be carried out.

2. Exhaustive investigation/analysis: After confirming the feasibility of commercial prospects
of an idea, the entrepreneur will do a thorough analysis of various factors and come up with estimates.
The following are the primary components which require estimates:

 Money
 Manpower
 Materials
 Machines
 Power requirement

3. Accumulation of resources: After confirming the feasibility of the commercial implementation,
the entrepreneur will start:

 Gathering the business partners
 If the product/service is innovative he should apply and get the patent.
 Identify and acquire the location
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 Gather the machines
 Contact the vendors for raw material supply.

4. Financing the proposition: After estimating the investment requirement into various factors
of implementation, the entrepreneur will start looking into various sources of financing. He will decide
financing options:

 Long-term
 Short-term

The process that one should follow to set-up an enterprise.

1. Self-discovery: One should first discover that one has potential to become an entrepreneur and
what it takes to be an entrepreneur. A careful analysis:

(a) What makes one enjoy?
(b) What are their strengths?
(c) What are their weaknesses?
(d) What is their experience?
(e) How closely they can relate their expertise to commercially viable opportunities.
2. Identifying the opportunities: The next step is to identify the opportunity. This can be done

through careful analysis of and then tackle those which are not yet addressed or which require
significant improvement:

(a) Wants
(b) Needs
(c) Day to day problems
(d) Day to day challenges
3. Generate the ideas and evaluate them: In this step innovative ideas to address the

opportunities in the previous steps are generated. The entrepreneur’s experience and creativity plays a
critical role in this step. The various ideas thus generated as further filtered down to one.

4. Planning: In this steps the entrepreneur does extensive research and determines the various
resources to convert his ideas into a commercial enterprise. He then prepares a business plan to market
his venture.

5. Raising the initial capital: The business plan is then discussed with various partners,
investors and venture capitalists. To convince the fund contributors and gain their confidence, the
entrepreneur might be required to present a prototype of the product or service or he may have to test-
prove the marketing strategy.

6. Startup: In this phase the entrepreneur will:

(a) Start the enterprise
(b) Build a customer base
(c) Ensuring that the marketing is going good
(d) Develop a plan for carrying out the regular operations of the enterprise.



Introduction to Entrepreneur 13

7. Growth: In this phase the entrepreneur will:

(a) Develop a strategic plan
(b) Implement the plan
(c) Making changes to accommodate the changes in the market
8. Harvest: In this phase, once the enterprise is stable and running profitably, the entrepreneur

will sell out his enterprise and harvest the rewards. After this, many entrepreneurs start focusing on
their next venture to tackle new problems/wants/needs/challenges. It is an ongoing process.

1.5 Traits/Qualities of Entrepreneur

Following is a list of traits identifies by the study conducted under the guidance of McClelland
that lead to superior performance of the entrepreneur:

(i) Initiative: It is entrepreneur who initiates a business activity.
(ii) Looking for opportunities: He looks for an opportunity and takes appropriate actions as

and when it arises.
(iii) Persistence: He follows the Japanese proverb “Fall seven times, stand up eight”. He makes

repeated efforts to overcome obstacles that get in the way of reaching goals.
(iv) Information seeker: Takes individual research and consult expert to get information to help

reach the goal.
(v) Quality conscious: He has always strong urge to excel to beat the existing standards.

Committed to work: Does every sacrifice to get the task completed.
(vi) Efficiency seeker: Makes tenacious efforts to get the task completed with minimum cost

and time.
(vi) Proper planning: Formulates realistic and proper plans and then executes rigorously to

accomplish the task.
(vii) Problem solver: Always tries to find out ways and means to tide over difficult times.

(viii) Assertive: Good in asserting his issues with others for the cause of his enterprise.
(ix) Persuasive: Able to successfully persuade others to do what he actually wants from them.
(x) Efficient monitor: Personally supervises the works so that it is done as per the standards

laid down.
(xi) Employee well wisher: Has great concern and also takes necessary measures to improve the

welfare of the employees working in his enterprise. He treats employees as a factor of
production having emotions and feelings.

(xii) Effective strategist: Introduces the most effective strategies to employees to achieve the
enterprise goal whatever it may be.
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Ambitious Administrative Ability
Clear Vision Organization Skills
Passionate Intelligence
Integrity Creativity
Honesty Clear objectives
Ethics Business Secrecy
Flexibility Sound Knowledge
Ability Emotional Stability
Maturity Public Relations
Conceptual Skills Effective Communication
Goal Setter Technical Knowledge
Role Model Hard Work

1.6 Entrepreneurial Process

Entrepreneurship is a process, a journey, not the destination; a means, not an end. All the
successful entrepreneurs like Bill Gates (Microsoft), Warren Buffet (Hathaway), Gordon Moore (Intel)
Steve Jobs (Apple Computers), Jack Welch (GE) GD Birla, Jamshedji Tata and others all went
through this process.

To establish and run an enterprise it is divided into three parts – the entrepreneurial job, the
promotion, and the operation. Entrepreneurial job is restricted to two steps, i.e., generation of an idea
and preparation of feasibility report. In this article, we shall restrict ourselves to only these two aspects
of entrepreneurial process.

Idea
Generation

Germination
(Recognition)

Preparation
(Rationalisaton)

Incubation
(Fantasising)

Feasibility
Study

Illumination
(Realisation)

Verification
(Validation)

1.

2.

The Entrepreneurial Process

E
N
T
R
E
P
R
E
N
E
U
R
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Idea Generation
To generate an idea, the entrepreneurial process has to pass through three stages:

Germination
This is like seeding process, not like planting seed. It is more like the natural seeding. Most

creative ideas can be linked to an individual’s interest or curiosity about a specific problem or area of
study.

Preparation
Once the seed of interest has taken the shape of a focused idea, creative people start a search for

answers to the problems. Inventors will go on for setting up laboratories; designers will think of
engineering new product ideas and marketers will study consumer behavior buying habits.

Incubation
This is a stage where the entrepreneurial process enters the subconscious intellectualization. The

subconscious mind joins the unrelated ideas so as to find a resolution.

Feasibility Study
Feasibility study is done to see if the idea can be commercially viable.

It passes through two steps.

Illumination
After the generation of idea, this is the stage when the idea is thought of as a realistic creation.

The stage of idea blossoming is critical because ideas by themselves have no meaning.

Verification
This is the last thing to verify the idea as realistic and useful for application. Verification is

concerned about practicality to implement an idea and explore its usefulness to the society and the
entrepreneur.

1.7 Types of Entrepreneurs

Entrepreneurs have been broadly classified according to the type of business, use of professional
skill, motivation, growth and stages of development.

According to Type
of Business

Agricultural Entrepreneur

Corporate Entrepreneur

Industrial Entrepreneur

Trading Entrepreneur

Business Entrepreneur

45
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According to Type
of Technology

Low Tech Entrepreneur

High Tech Entrepreneur

Professional Entrepreneur

Non-technical
Entrepreneur

Technical Entrepreneur

45

According to the
Motivation

Spontaneous Entrepreneur

Motivated Entrepreneur

Induced Entrepreneur

Pure Entrepreneur

45

According to
Growth

Super-growth
Entrepreneurs

Growth Entrepreneurs

45

According to the
Stages of

Development

Classical Entrepreneurs

Modern Entrepreneur

First Generation
Entrepreneurs

45

According to Area

Rural Entrepreneur

Urban Entrepreneur

45

According to
Gender

Women Entrepreneur

Men Entrepreneur
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According to Scale
of Operations

Large-scale Entrepreneur

Small-scale Entrepreneur

According to Type of Business
Business Entrepreneur: Business entrepreneurs are individuals who conceive an idea for a new

product or service and then create a business to materialize their idea into reality. They tap both
production and marketing resources in their search to develop a new business opportunity. They may
set up a big establishment or a small business unit.

Trading entrepreneur: Trading entrepreneur is one who undertakes trading and is not
concerned with manufacturing work. He identifies potential markets, stimulates demand for his
product line and creates a desire and interest among buyers to go in for his product. He is engaged in
both domestic and overseas trade.

Industrial entrepreneur: Industrial entrepreneur is essentially a manufacturer who identifies the
potential needs of the customers and tailors a product/service to meet the marketing needs. He has the
ability to convert economic resources and technology into a considerably profitable venture.

Corporate entrepreneur: Corporate entrepreneur is a person who demonstrates his innovative
skill in organizing and managing corporate understanding. A corporate undertaking is a form of
business which is registered under some Statute or Act which gives it a separate legal entity. A
corporate entrepreneur is an individual who plans, develops and manages a corporate body.

Agricultural entrepreneur: Agricultural entrepreneur are those entrepreneur who undertake
agricultural activities as raising and marketing of crops, fertilizers and other inputs of agriculture.
They are motivated to raise agriculture through mechanization, irrigation and application of
technologies for dry land agricultural products. They cover a broad spectrum of the agricultural sector
and includes its allied occupations.

Entrepreneurs in Technology
The application of new technology in various sectors of the national economy are essential for

the future growth of business; the entrepreneurs are broadly classified as:

Technical entrepreneur: A technical entrepreneur is essentially compared to a ‘craftsman’. He
develops improved quality of goods because of its craftsmanship. He concentrates more on production
than marketing. He demonstrates his innovative capabilities in matter of production of goods and
rendering of services. The greatest strength which the technical entrepreneur has is his skill in
production techniques.

Non-technical entrepreneur: Those who are not concerned with the technical aspects of the
product in which they deal. They are concerned only with developing alternative marketing and
distribution strategies to promote their business.

Professional entrepreneur: He is a person who is interested in establishing a business but does
not have interest in managing or operating it once it is established. A professional entrepreneur sells
out the running business and starts another venture with the sale proceeds. Such an entrepreneur is
dynamic and conceives new ideas to develop alternative projects.
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Entrepreneur and Motivation
Motivation is the force that influences the efforts of the entrepreneur to achieve his objectives.

An entrepreneur is motivated to achieve or prove his excellence in job performance. He is also
motivated to influence others by demonstrating his business acumen.

Pure entrepreneur: A pure entrepreneur is an individual who is motivated by psychological and
economic regards. He undertakes an entrepreneurial activity for his personal satisfaction in work, ego
or status.

Induced entrepreneur: Induced entrepreneur is one who is induced to take up an entrepreneurial
task due to the policy measure of the government that provides assistance, incentives, concessions and
necessary overhead facilities to start a venture. Most of the induced entrepreneurs enter business due
to financial, technical, and several and other facilities provided to the by the state agencies to promote
entrepreneurship.

Motivated entrepreneur: New entrepreneurs are motivated by the desire for the self– fulfillment.
They came into being because of the possibility of making and marketing some new product for the
use of consumers. If the product is developed to saleable stage, the entrepreneur is further motivated
by reward in terms of profit.

Spontaneous entrepreneur: These entrepreneurs start their business by natural talents. They are
persons with initiative, boldness and confidence in their ability which motivate them to undertake
entrepreneurial activity. Such entrepreneurs have a strong conviction and confidence in their inborn
ability.

Growth and Entrepreneurs
The industrial units are identified as units of high growth, medium growth and low growth

industries and as such there are “growth entrepreneurs” and “super-growth entrepreneurs”:
Growth entrepreneurs: These are who necessarily take up a high growth industry which has

substantial growth prospects.
Super-growth entrepreneurs: Super-growth entrepreneurs are those who have shown enormous

growth of performance in their venture. The growth performance is identified by the liquidity of funds,
profitability and solvency.
Entrepreneur and Stages of Development

First generation entrepreneurs: One who starts an industrial unit by innovative skill. He is
essentially an innovator, combining different technologies to produce a marketable product/service.

Modern entrepreneur: One who undertakes these ventures go well along with the changing
demand in the market. They undertake those ventures which suit the current marketing needs.

Classical entrepreneurs: One who is concerned with the customers and marketing needs through
the development of a self supporting venture. He is a stereotype whose aim is to maximize his economic
returns at a level consistent with the survival of the firm with or without an element of growth.

Others
Innovating Entrepreneurs: Innovative entrepreneur is characterized by aggressive assemblage

in innovation and analysis of results, deriving from a novel combinations of factors. Men/Women in
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this group are generally aggressive in experimentation who exhibit cleverness in putting attractive
possibilities.

Imitative Entrepreneurs: Imitative entrepreneurs are characterized by readiness to adopt
successful innovations by entrepreneurs. They imitate techniques and technology innovated by others.
They are adoptive and more flexible.

Inherited Entrepreneurs: Inherited entrepreneurs are those who inherit the business of the
family through succession. These entrepreneurs pass business from one generation to another.
Generally, they are seen in India.

Forced Entrepreneurs: These are, those who become entrepreneurs by force of certain
circumstances, events or situations. It includes unemployment, non-resident Indians, etc., they
generally fail because of inexperience, lack of proper training.

Fabian Entrepreneurs: These are those who are interested to introduce new methods, techniques
and ideas without taking any risk. These are very cautious, rigid and fundamental in approach.

Drone Entrepreneurs: These entrepreneurs are those who are not interested in adopting changes
and even though they are ready to close their business. So they are more rigid than Fabian
entrepreneurs.

1.8 Intrapreneur

Intrapreneurship is the process by which other new ventures are born within the confines of an
existing corporation.

It involves expansion by exploring new opportunities through new combination of existing
resources. The concept of intrapreneurship requires that top executives inside the company should be
encouraged to be entrepreneurs within the enterprise rather than by outsides.

An intrapreneur in an established company takes hands–on responsibility for creating innovation
of any kind within the organization. The intrapreneur may be the creator/inventor but is always “the
dreamer who does” and figures out how to turn an idea into profitable business reality.

Distinction between an entrepreneur and intrapreneur

Entrepreneur Intrapreneur
 Owner of his enterprise  Not the owner, but a key worker
 He is independent of decision making  He is partially independent
 He raises finance from various sources  He does not own responsibility to raise capital
 He is the chief of the organization  He is a key player of the organization.
 He may not be educated  He is educated
 He is the organizer  He is the strategist who builds the organization
 He strives to earn maximum profit  He strives to make the organization excel in all fields
 He is the visualizer  He is the pragmatic visionary, innovator and

creative one within the organization
 He bears full risks of his business  He does not bear full risks
 He operates from outside  He operates within and builds the work culture
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Review Questions
Short Questions

1. Define Entrepreneur as an Innovator
2. Define Entrepreneur according to J.B. Say
3. Characteristics of an Entrepreneur
4. Drone and Fabian Entrepreneur
5. Corporate Entrepreneur

Long Questions
1. Discuss different concepts of Entrepreneur?
2. Explain the various types of Entrepreneur?
3. Distinguish between Entrepreneur and a Manager?
4. Describe the salient characteristics of a successful Entrepreneur with examples?
5. What are the various functions performed by an Entrepreneur? Explain?

Multiple Choice Questions
1. The Entrepreneur who undertake trading activities of buying and selling are

(a) Business Entrepreneur (b) Trading Entrepreneur
(c) Corporate Entrepreneur (d) Agripreneur

2. Pure Entrepreneur is motivated by
(a) Psychological Rewards (b) Government Incentives
(c) Market (d) None

3. According to Joseph Schumpeter, Innovation means Introduction of
(a) New product (b) New Market
(c) New Technology (d) All

4. The employee who is entrusted with the responsibility to make innovation in the organization is called
(a) Innovator (b) Corporate Entrepreneur
(c) Intrapreneur (d) Drone Entrepreneur

5. An Entrepreneur is
(a) Risk Bearer (b) Organizer
(c) Innovator (d) All

Answers:
1. (b), 2. (a), 3. (d), 4. (c), 5. (d).

Fill in the Blanks
1. The term Entrepreneur is derived from ___________ language.
2. The Entrepreneur motivated by government incentives is known as ___________.
3. According to J.B. Say, Entrepreneur is known as ___________.
4. ___________ is the first person to use the term Entrepreneur in business.
5. ___________ Entrepreneurs are those who undertake the business as per the changing needs, tastes and

fashions of customers.
Answers:

1. French, 2. Induced Entrepreneur, 3. Agent, 4. Richard Cantillion, 5. Fabian Entrepreneur.
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