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1.0 INTRODUCTION

In this unit, we shall discuss entrepreneurship aas factor of
production, define ‘entrepreneur’ ‘entrepreneip’sHenterprise’ and
‘small scale business’, discuss certain  keycepts in
entrepreneurship.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

o discuss entrepreneurship as a factor of production;

. define the terms: entrepreneur, entrepreneursimigrgrise and
small scale business; explain the relationship éxat between
enterprise and entrepreneurship; enumerated andimgertain
key concepts in entrepreneurship.
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3.0 MAIN CONTENT

Wikipedia (2010) state that in economics, factorpmduction mean
inputs and finished goods mean output. Inputrdetess the quantity
of output i.e. output depends upon input. Inputhgs starting point and
output is the end point of production process andhsinput-output
relationship is called a production function.

All factors of production like land, labour, capitnd entrepreneur are
required in combination at a time to produce a mmdlity. In
economics, production means creation or an adddfaitility.

3.1  Entrepreneurship as a Factor of Production

Factors of production (or productive inputs or reses) are any
commodities or service used to produce goods arnuices. 'Factors of
production’' may also refer specifically to the paity factors, which are
stocks including land, labor (the ability to worlgnd capital goods
applied to production. The primary factors factitaproduction but
neither become part of the product (as with rawemas) nor become
significantly transformed by the production procéas with fuel used
to power machinery). 'Land' includes not only the ef production but

natural resources above or below the soil. Theofatand may,

however, for simplification purposes are mergechvaapital in some
cases (due to land being of little importance ie #ervice sector and
manufacturing). Recent usage has distinguishedahurcapital (the
stock of knowledge in the labour force) from labd&amuelson and
Nordhaus, 2004). Entrepreneurship is also somstingensidered a
factor of production (Sullivan and Sheffrin,0&). Sometimes the
overall state of technology is described as a ofacbf production

(Parkin and Esquivel, 1999). The number and dé&imit of factors

varies, depending on theoretical purpose, empigogbhasis, or school
of economics (Friedman, 2007).

3.1.1 Historical Schools and Factors

In the interpretation of the currently dominant wieof classical

economic theory developed by neoclassical econemidte term

"factors" did not exist until after the classicaripd and is not to be
found in any of the literature of that time (Ricaydl820; quoted in
Sraffa, 1951). Differences are most stark whenoihes to deciding
which factor is the most important. For examplethie Austrian view—
often shared by neoclassical and other "free mag@inomists—the
primary factor of production is the time of the repreneur, which,
when combined with other factors, determines thewarhof output of a
particular good or service. However, other auth@ague that
"entrepreneurship” is nothing but a specific kofd labor or human
capital and should not be treated separately. Thexisin school goes
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further, seeing labor (in general, including entem@urship) as the
primary factor of production, since it is reqdrto produce capital
goods and to utilize the gifts of nature. But tebate is more about
basic economic theory (the role of the factorshie ¢conomy) than it is
about the definition of the factors of production.

(a) Physiocracy School

In French Physiocracy, the main European scho@cohomics before
Adam Smith, the productive process is explkineas the
interaction between participating classe§the population. These
classes are therefore the factors of productiorhiwifphysiocracy:
capital, entrepreneurship, land, and labor.

The farmer labours on land (sometimes using "chaftsproduce food,

fiber, and the like. The artisan labours to praduienportant capital
goods (crafts) to be used by the other etomactors.

The landlord is only a consumer of food and craftd produces nothing
at all. The merchant labors to export food in exg®afor foreign

imports.

(b) Classical Schools

The classical economics of Adam Smith, David Rioardnd their
followers focuses on physical resources in definitgy factors of
production, and discusses the distribution oftcand value among
these factors. Adam Smith and David Ricardo reterte the
"component parts of price” ((Smith, 1776)) asdtbsts ofusing:

Land or natural resource — naturally-occurring goedch as water, air,
soil, minerals, flora and fauna that are used edreation of products.
The payment for use and the received income afic ¢éavner is rent.

Labor — human effort used in production which alsdudes technical
and marketing expertise. The payment for someaesellabor and all
income received from ones own labor is wagesdok can also be
classified as the physical and mental contributban employee to the
production of the good(s).

The capital stock — human-made goods (or meansraduygtion),
which are used in the production of other goodseséh include
machinery, tools, and buildings.

The classical economists also employed the worditala in reference
to money. Money, however, was not considered toabiactor of
production in the sense of capital stock sincesiinot used to directly

3
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produce any good. The return to loaned money dodned stock was
styled as interest while the return to the actwappetor of capital stock
(tools, etc.) was styled as profit.

(c) Marxian School

Marx considered the “"elementary factors of the lehwocess” or
"productive forces" to be: Labour ("work itself"h& subject of labour
(objects transformed by labor) The instrumentsatolir (or means of
labour) (Wikipedia, 2010).

The "subject of labour" refers to natural resouraed raw materials,
including land. The "instruments of labor" are ®oin the broadest
sense. They include factory buildings, infrastroeftand other human-
made objects that facilitate labor's productiongobds and services.
This view seems similar to the classical perspectescribed above.
But unlike the classical school and many econontegtay, Marx made
a clear distinction between labor actually done amd individual's

"labour power" or ability to work. Labour done idtem referred to

nowadays as "effort" or "labour services." Lapower might be

seen as a stock which can produce a flow of labou

Labour, not labour power, is the key factor of protibn for Marx and
the basis for Marx's labour theory of value. Thenlgi of labor power
only results in the production of goods or servifese-values”) when
organized and regulated (often by the "managementdpw much
labour is actually done depends on the itgpae of conflict or
tensions within the labor process.

(d) Neoclassical economics

Neoclassical economics, one of the branches of straem economics,
started with the classical factors of production lafd, labor, and
capital. However, it developed an alternative tlgeof value and

distribution. Many of its practitioners haveddad various further
factors of production. Further distinctions from asdical and

neoclassical microeconomics include the followiGgpital — this has
many meanings, including the financial capitased to operate and
expand a business. In much of economics, elew “capital”

(without any qualification) means goods that cafp heroduce other
goods in the future, the result of investmentefers to machines,
roads, factories, schools, infrastructure, andceffiuildings which

humans have produced in order to produce goodsemites.

Fixed capital — this includes machinery, factorieguipment, new
technology, factories, buildings, computers, andeptgoods that are
designed to increase the productive potential efebonomy for future
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years. Nowadays, many consider computer softwareet@ form of

fixed capital and it is counted as such in the dfal Income and

Product Accounts of the United States and othentrms. This type of

capital does not change due to the productioneftiod.

Working capital — this includes the stocks of fimsl and semi-

finished goods that will be economically consunmedhie near future or
will be made into a finished consumer good in tearrfuture. These are
often called inventories. The phrase "workiogpital” has also been
used to refer to liquid assets (money) neededrimediate expenses
linked to the production process (to pay salariespices, taxes,

interests...) Either way, the amount or nature o type of capital

usually changed during the production process.

Financial capital — this is simply the amount ofmag the initiator of
the business has invested in it. "Financial cadpdékn refers to his or
her net worth tied up in the business (assets mliabgities) but the
phrase often includes money borrowed from others.

Technological progress — for over a century, ecaststhave known
that capital and labor do not account for all adremmic growth. This is
reflected in total factor productivity and the Swloesidual used in
economic models called production functions thatoaat for the
contributions of capital and labor, yetavh some unexplained
contributor which is commonly called technologipabgress. Ayres and
Warr (2009) present time series of the efficieéyprimary energy
(exergy) conversion into useful work for the US, Ukustria and Japan
revealing dramatic improvements in model accurd¢igh useful work
as a factor of production they are able to repreduistorical rates of
economic growth with considerable precision andhaut recourse to
exogenous and unexplained technological prograsselty overcoming
the major flaw of the Solow Theoryof economic gtow

3.1.2 A fourth factor?

As mentioned, recent authors have added to thesicHdslist. For
example, J.B. Clark saw the coordinating functionproduction and
distribution as being served by entrepreneufank Knight
introduced managers who co-ordinate using their owaney (financial
capital) and the financial capital of others. Imizast, many economists
today consider "human capital" (skills and edwsgtias the fourth
factor of production, with entrepreneurship as renf@f human capital.
Yet others refer to intellectual capital. More eetly, many have
begun to see "social capital” as a factor, as inring to production of
goods and services.
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(b)  Entrepreneurship

Consider entrepreneurship as a factor of productieaving debate
aside. In markets, entrepreneurs combine the ¢dlctrs of production,
land, labour, and capital in order to make a profitfiten these
entrepreneurs are seen as innovators, developwgwags to produce
and new products. In a planned economy, cenplahners decide
how land, labour, and capital should be used twige for maximum
benefit for all citizens. Of course, just as witlanket entrepreneurs, the
benefits may mostly accrue to the entrepreneuraskbres.

The word has been used in other ways. The socgil@iWright Mills
refers to "new entrepreneurs” who work within arelween corporate
and government bureaucracies in new and diffeveays (Collar,
1956). Others (such as those practicing public aghdineory) refer to
"political entrepreneurs,” i.e., politicians andhet actors. Much
controversy rages about the benefits produced bg@eneurship. But
the real issue is about how well institutions tloperate in (markets,
planning, bureaucracies, and government) serve phelic. This
concerns such issues as the relative importanceasket failure and
government failure.

(b) Non tangible forms of capital
(1) Human capital

Contemporary analysis distinguishes tangible, maysior nonhuman
capital goods from other forms of capital such as&n capital. Human
capital is embodied in a human being and is acduhleough education
and training, whether formal or on the job. Humapital is important
in modern economic theory. Education is a key el@nire explaining
economic growth over time (see growth accounting)s also often
seen as the solution to the "Leontief paradoxhternational trade.

(2) Intellectual capital

A more recent coinage is intellectual capital, ussghecially as to
information technology, recorded music, written en@l. This
intellectual property is protected by copyrightatgmnts, and trademarks.
This view posits a new Information Age, which chasgdhe roles and
nature of land, labour, and capital. During theotnfation Age (circa
1971-1991), the Knowledge Age (circa 1991 to 200&)d the
Intangible Economy (2002—present) many see thmayi factors of
production as having become less concrete. Thesersaof production
are now seen as knowledge, collaboration, procegagement, and
time quality. According to economic theory, a "farcbf production” is
used to create value and allow economic performaisethe four

6
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"modern-day" factors are all essentially abstrache current
economic age has been called the Intangible Eogndntangible
factors of production are subject to network effeahd the contrary
economic laws such as the law of increasing ret(Wikipedia,

2010).

(3) Social capital

Social capital is often hard to define, but to ¢tebook it is: the stock
of trust, mutual understanding, shared values, aadially held

knowledge that facilitates the social coordinat@fneconomic activity
(Goodwin, Nelson, Ackerman, and Weisskopf, 2005).

Knowledge, ideas, and values, and human relatipashie transmitted
as part of the culture. This type of capital canb&t owned by
individuals and is instead part of the common Ist@avned by
humanity. But they are often crucial to maintainageaceful society in
which normal economic transactions and productanaccur.

Another kind of social capital can be owned indinatly (Sobel, 2002).
This kind of individual asset involves reputatiavhat accountants call
"goodwill", and/or whatmothers call "street credlong with fame,

honor, and prestige. It fits with Pierre Bourdiedsfinition of "social

capital" as: an attribute of an individual in a isbcontext. One can
acquire social capital through purposeful actionsl @an transform
social capital into conventional economic gainse Hdbility to do so,
however, depends on the nature of the social didigs, connections,
and networks, available to you.

This means that the value of individual sociadets that Bourdieu
points to depend on the current "social capaaltefined above.

(4) Natural resources

Ayres and Warr (2009) are among the economists wihticize
orthodox economics for overlooking the role of matuesources and
the effects of declining resource capital.

(5) Energy

Energy can be seen as individual factor of produc¢twith an elasticity
larger than labour (Kimmel, 2007). A cointegratianalysis support
results derived from linear exponentional (LINEXpgduction functions
(Stresing, Lindenberger, and Kimmel, 2008).
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3.2 Definition of Terms

Recently, attention has been shifted on small @ssinenterprises
(SBEs) in both developed and developing economig iBhas a result of
the importance of these SBEs in providing employmeevenue
generation and becoming giant firms over time. Heve the recent
rise in unemployment, and the desire of individualgl nations to
become self reliance and sustainable on their ovakes this sector
more attractive and challenging than ever before.

At the moment, no clearer discipline or managentenitse(s) that can
provide all needed information, knowledge, techeiqund skill required

to manage the existing or acquired business. Ttegrdmant is whether

the investor is ready to take burn by the hornhoedad in the deep,
dark, debt of uncertainty to run a successful bessn and business
owner or entrepreneur.

3.2.1 Enterprise

It can be defined as initiative, or purposeful lorgdans requiring many
coordinates; or in business or financial applicasioas the overall
operating entity. An enterprise is an activity opraject that produces
services or products. There are essentially twesyyf enterprise:

Error! Hyperlink reference not valid., which arexrto make a profit for
a private individual or group of individuals. Bhincludes small
business.

Error! Hyperlink reference not valid., which furanti to provide services
to individuals and groups in the community.

Business Enterprises

This is type of enterprise established by individueorporate or
government in order to provide essential serv)ce(sle making profit
or return. There are lots of different entermiaeound; many are small
businesses. Sometimes one person owns and runs Huenetimes
they're a family business; other businesses areedwand run by
partners who aren't family relations.

Entrepreneurs usually decide to set up small legsinto earn an
income from producing and selling products onviging services to
individuals or other businesses. To earn an imcdrom a small
business, the enterprise has to run at a profit tts, some money
should be left over for the business owner oncé¢hallcosts of making
the product or delivering a service have been met.

8
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Common Small Businesses

Some small businesses are easy to recognise bettaysbave a shop
front or a site where you can see them in opmratnaking or fixing
things and serving customers. For example:

Restaurants, corner shops, milk bars printing wdtksiture repair
shops hairdressing salons smash repairers smaltitesfarms.

Banks Hotels etc

Roles and objectives of an enterprise

An enterprise of commercial, financial, or busineature or purpose for
instance is established: To provide income foraiwaer, To create jobs
and to develop the economy among others.

3.2.2 Entrepreneur

Classical economists regarded land, labour, capiidl entrepreneur as
the main factors of production. The main taskshef éntrepreneur is to
organize the production system and assume thefipkoduction, land,

labour and capital will have no economic valuenleas they are

organized by an entrepreneur who on his own accoodertakes the
financial risk and management control.

The term “entrepreneur”, although is a common tbunremains one of
the most difficult concept to define. Much dependswhether the term
is used to describe capacity to innovate or wheithefers to ability to
organize and manage a business concern. Schumpsred to
entrepreneurs as “creative destruction” by the vambar. To Drucker,
an entrepreneur is the only one who always seardbe change,
responds to it and exploits it as an oppotyurslueck (1980)
defined an entrepreneur as “an individual who e®at new firm and
continues to manage it until it is successful.Hors, an entrepreneur is a
person who identifies business opportunities amwizes the required
resources to initiate successful business actilly. entrepreneur is
different from a manager who only plans, organiaesl controls a
business idea after it has been successful irdtlayehe entrepreneur.

3.2.3 Entrepreneurship

Entrepreneurship according to Walter (1989) can defined in terms
of the following three essentials and linkedlatites:

(i) Ability to perceive profitable business opportuedti
(ii) Willingness to act on what is perceived and
(i)  The necessary organizing skills associated witlptbgect.
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Therefore, entrepreneurship refers to the act ocgss of identifying

business opportunities and organizing to initiateuacessful business
activity.

Entrepreneurship is different from management amglepreneurship,
using the words of Stoner, Freeman and Gilbreth 9519
entrepreneurship involves initiating changes indpidion, whereas
management involves the ongoing coordination of thproduction

process. Entrepreneurship refers to one of theswafy making

organizations to be adaptive. It is the practae corporate

entrepreneurship where managers begin and devedop business
ventures within the structure of an existing orgation.

Meanwhile, it worth noting that entrepreneurs afe two categorizes
viz: craft entrepreneur (who exploits and utiizeersonal skills) and
opportunistic entrepreneur (who is interested ixifgathe business to
grow and expand).

3.2.4 Small Scale Business

Most classifications of business units into largel amall are based on
qualitative and quantitative judgment. For instartbe US Committee
for Economic Development (CED) has developed théoviang
definition of a small scale business. “A small scalusiness is one
which possesses at least two of the following ftharacteristics”.

1. Management: Usually the managers are also the ewner

2. Capital is supplied and the ownership is held byratividual or
small group.

3. The area of operation is mainlylocal

4. The relative size of the firm within its industryust be small

when compared with the biggest units in its field.

In Japan, a small-scale industry is defined acogrdo the type of
industry. For small medium industry in manufactgrint is defined as
those with ‘100 million as paid up capital and 3@&@ployees, while
small scale business in wholesale trade will hd88 million paid up

capital and 100 employees. In Britain, a smallestalsiness is defined
in terms of turnover and number of employees. &ample, a small
scale business is defined as “the industry witlammual turnover of ‘f2

million or less and fewer than 20 paid workers (INw&4992).

In Nigeria, the definition of small-scale businedso varies from time
to time and from one institution to another. Foamyple, the Central
Bank of Nigeria 1996 Monetary Policy Guidelinesidefl small scale
enterprises as enterprises as on whose tota] eastuding cost of land
but including working capital, does not exceed NIfillion. The

10
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National Economic Reconstruction Fund puts tharggilor small-scale
business total investment at N10 million. Sectiodb 3(2) of the
Companies and Allied Matters Decree of 1990 defamemall company
as one with:

(a) Annual turnover of not more than N2 million.
(b) Net assets value of not more than 1 million.

It will be obvious from the foregoing definitionisét the relatives size of
a firm usually determine in terms of sales volumggstment in assess,
number of employees, profit level and other sigaifit quantitative

comparisons is considered the most important.simmary, a small
business may be defined qualitatively and quantébt as the one that
is:

(i) Independently owned

(ii) Independently managed

(i)  Highly personalized

(iv)  Largely local in its operation

(v) Financed mainly from internal sources

(vij  Small in terms of sales turnover, number of empmsyessets
value, profit etc within the industry.

3.3 Small Scale Business and Entrepreneurship

Private enterprises especially indigenous smalesfians have a vital

role to play in promoting the social and economiellvbeing of the

nation, hence indigenous entrepreneurship is likedybe much more
important in small scale business than in giamingi The promotion
of small scale business as a well-recognized anchrheralded strategy
of industrial development in developed and devielgmountries, and
its ability to enhance entrepreneurial and manalgskills.

Development economists are of the opinion that dabmtensive
industries can enhance employment generation dsawedvance wide
variety of developmental goals like improved incordsstribution,

generation and diffusion of technology, and indatskills, increased
utilization of local resources, improved spatiatdbution of industrial
activities and reduction of rural-urban populattoavement.

Increased productivity, national income, marketdkrahip, gargantic
technological innovativeness and sagacity of Japamerica and other
developed countries are based on the foundati@h dgi small scale
industries. Although, economic activities of deyesd and developing
nations is sometimes viewed to be dominated byelacale business
such as IBM Delta, Airline, Coca-cola, Toyota, HandJAC, Lever

Brothers, John Holt to mention just a few. Hoem it is equally

11
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important to note that the present day gianmmanies were once
small-scale industries, which grew over the yearsbécome giant
companies. In addition, as many small firms apehdent on large
firms for raw materials or finished products, whigiould be costly
without economies of mass production undertaken thyg large

business firms, likewise, larger firms are depenaensmall firms who

assist in distributing their goods and services.

In view of the impact of small-scale industriesinmproving the socio-
economic condition of a nation, most developed al&Veloping
countries have made initiatives to promote indigenentrepreneurship
in small-scale business. In Nigeria, for examplggical actions of the
government take the form of policy initiatives ardirectives to
organization, such as Ministry of Commerce, NatioDaectorate of
Employment, Ministry of Labour and Productivity, r@er for
Management Development, Research Institutes etxctt@as executing
agencies with responsibility for stimulating, sugpw and sustaining
entrepreneurship development.

3.4 Key Concepts in Entrepreneurship

You cannot discuss entrepreneurship without toughun certain key
concepts such as: Entrepreneurship education; 8ssinperson;
Business magnate; Tycoon; Mogul; Industrialist; dstor; Captain of
industry; Erasmus for Young Entrepreneurs; FinascieVenture
capitalists.

3.4.1 Entrepreneurship Education

Entrepreneurship education seeks to provide stademith the
knowledge, skills and motivation to encourage gmeeeurial success
in a variety of settings. Variations of entreprensbip education are
offered at all levels of schooling from primary secondary schools
through graduate university programs (Wikipedid,@0

Objectives of Entrepreneurship Education

What makes entrepreneurship education distinciiveits focus on
realization of opportunity, where management etioicas focused on

the best way to operate existing hierarchies. Bgiproaches share an
interest in achieving "profit" in some form (whicim non-profit
organizations or government can take the form ofdased services or
decreased cost or increased responsiveness to the
customer/citizen/client). Entrepreneurship educat@an be oriented
towards different ways of realizing opportunitid$te most popular one

is regular entrepreneurship: opening a new orgéoizde.g. starting a
new business). Another approach is to promote iatiow or introduce

12
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new products or services or markets in existingdir This approach is
called corporate entrepreneurship or intrapresiep, and was made
popular by author Gifford Pinchot in his book oéttame name. Newer
research indicates that clustering is now a driviagtor. Clustering
occurs when a group of employees breaks off froenptéirent company
to found a new company but continues to do busimetsthe parent.
Silicon Valley is one such cluster, grown very karg

A recent approach involves creating charitable wiggions (or
portions of existing charities) which are designede self-supporting
in addition to doing their good works. This is ulbpaalled social
entrepreneurship or social venturing. Even a varsib public sector
entrepreneurship has come into being in governmentthh an
increased focus on innovation and customer @eniihis approach got
its start in the policies of the United Kingdom'sulgaret Thatcher and
the United States' Ronald Reagan.

3.4.2 Businessperson

A businessperson (also businessman, business mbosimesswoman)
is someone involved in a particular undertakingaofivities for the
purpose of generating revenue from a combinaifdruman, financial,
and physical capital. An entrepreneur is an exangflea business
person. Sometimes the term can mean someone whwoised in the

management of a company, especially as an ownemogxecutive.
Sometimes it can also mean someone employed irswl(y) profit-

oriented enterprise. The term businessperson/mananalmost always
refers to someone with a "white collar" occupatf@rikipedia, 2010).

3.4.3 Business magnate

A business magnate, sometimes referred to as #abistpiczar, mogul,
tycoon, baron, oligarch, or industrialist, is arformal term used to
refer to an entrepreneur who has reached prominandederived a
notable amount of wealth from a particular isidy (or industries)
(Wikipedia,

2010).

Examples of well-known business magnates include Fchard

Branson of Virgin Group, utility and transpdid&@ magnate Samuel
Insull, newspaper magnate William Randolph Hearstthe Hearst
Corporation, oil magnate John D. Rockefeller ofn8t&d Oil, steel
magnate Andrew Carnegie, Lakshmi Mittal of ArceMittal, poultry

magnate Frank Perdue of Perdue Farms, automobgdeata Ferdinand
Piech of Volkswagen Group, and telecommunicatioragmate Carlos
Slim.

13
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3.4.4 Clipper ship Tycoon

The word magnate itself derives from the Latin wardgnates (plural
of magnas), meaning "great person" or "great noateinThe word
tycoon is derived from the Japanese word taikunchvimeans "great
lord," and it was used as a title for the shogunk{yedia, 2010). The
word entered the English language in 1857[2] witle treturn of
Commodore Perry to the United States. U.S. Presilleraham Lincoln
was humorously referred to as the Tycoon by iesaJohn Nicolay
and John Hay. The term spread to the business caitynwhere it has
been used ever since.

3.4.5 Business Mogul

The word mogul refers to the Mughal Empire (mudteihg Persian or
Arabic for "Mongol") of Indian Subcontinent thatisted between 1526
and 1857: the early Mughal emperors claimed adggidating back to
Mongol ruler Genghis Khan. The modern meaning «f thord is
supposedly derived from the storied riches of thegiVal emperors, who
for example produced the Taj Mahal (Wikipedia,@01

3.4.6 Industrialist

As the term industrialist (from Latin industria, iligence,
industriousness”) was more widely used in the odnté "old world"
physical industries such as steel, oil, newspapsrgping and rail
transport, it has largely been superseded tbg other, more
modern terms that encompass a wider range afalitiusiness and
commercial activity (Wikipedia, 2010).

Microsoft co-founder Bill Gates is consistently ked in the top five of

the wealthiest people in the world. Such peoplesarery businessmen
that usually amass substantial fortunes ie phocess of running
their business. Some are widely known in conneatith their business
(es) or through other pursuits such as philanthrd@jye terms "mogul”,

"tycoon" and "baron" were often attributed to |a®th and early 20th
century North American business magnates in exiactindustries

such as mining, logging and petroleum, transpion fields such
as shipping and railroads, manufacturing, includietgelmaking,

banking, and newspaper publishing. This era wasvknas the Second
Industrial Revolution or the Gilded Age.

In Russia and some other post-Soviet countries,téne "business
oligarch" has become popular.
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3.4.7 Captain of Industry

"Captain of industry” was a term originally usedfe United Kingdom
during the Industrial Revolution describing a bess leader whose
means of amassing a personal fortune contributestiyy to the

country in some way. This may have been throughreased

productivity, expansion of markets, providing mgobs, or acts of
philanthropy (Wikipedia, 2010). This contrasts witbbber baron, a
term used to describe a business leader usingcablmheans to achieve
their ends.

Some nineteenth-century industrialists who werdedal’captains of
industry” overlap with those called "robber baron¥hese include
people such as J.P. Morgan, Andrew Carnegie, Andfewlellon, and
John D. Rockefeller. The term was coined by Thom@asdyle in his
1843 book, Past and Present.

The title is regaining popularity in India, whos#libnaires have more
wealth than any other country in Asia.

3.4.8 Erasmus for Young Entrepreneurs

Erasmus for Young Entrepreneurs is Europe’s newilibpbcheme that
aims at helping new entrepreneurs to acquire rakewskills for
managing a small or medium-sized enterprise (SNiysypending time
in a business in another EU country. It was irgtiaby the European
Union (EU) on the 19 February 2009. Erasmus forn¢pEntrepreneurs
is financed by the European Commission and is ierafon across 21
EU countries with the help of more than 100 intetragy organisations
competent in business support. By 2010, a tot@87ff stays abroad
will be in action (Wikipedia, 2010).

Aims of the programme

The programme stimulates entrepreneurship, connestéss,
internationalisation and growth of start-ups anl@sshed SMEs in the
EU. The programme contributes to the transfer odvknhow and
fosters cross-border transfer of knowledge and mempes between
entrepreneurs (Wikipedia, 2010).

The Erasmus for Young Entrepreneurs has a numbespetific
objectives:

It offers new entrepreneurs the opportunity toreaom an experienced

entrepreneur who is running a small or medium-sezg@rprise (SME)
in another EU country, It enables the exchangexpkegence between
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new and experienced entrepreneurs, It facilitategess to new markets
and the search for potential business partnersniances networking
between business people and between SMEs, It alEperienced
entrepreneurs to develop new commercial relatiowsfand out more
about opportunities in another EU country.

Erasmus for Young Entrepreneurs provides practarad financial

assistance for new entrepreneurs (NE) spendingitirttee business of
experienced host entrepreneurs (HE) in other dgUntries. New
entrepreneurs travel to an experienced entrepreimrewanother EU

country and work with him/her for 1 to 6 months.eTimatching of the
new entrepreneurs with the host entrepreneursrigedaout with the

help of the intermediary organisations.

History and development of ERASMUS

In 2007, the European Parliament introduced a nedgét line entitled
"Erasmus for Young Entrepreneurs”. The European i@msion then
started to design the Pilot Project with the aihsupporting mobility
periods abroad for recently established and nassergpreneurs, with a
view to improving their skills and fostering theoss-border transfer of
knowledge and experience between entrepreneurs.

Erasmus for Young Entrepreneurs comes under thdl Bmsiness Act
for Europe which considers this initiative a keyntrdution “to create
an environment within which entrepreneurs and farbilsinesses can
thrive and entrepreneurship is rewarded”. Erasmu®r Young
Entrepreneurs is to a certain extent similar towe#-known Erasmus
Programme for students since it is a mobility actiehich addresses a
particular target group. However, it is also digdifferent: whereas the
existing Erasmus programme in higher educatidraeoces student-to-
university relationships, the new Erasmus for Youagtrepreneurs
focuses on business-to- business relationshipsvatieus EU mobility
programmes are complementary to each other offemmgpility
opportunities to different target groups at diffgremoments of life.

3.49 Financiers

Financier is a term for a person who handles tyfyidarge sums of
money, usually involving money lending, financingjects, large-scale
investing, or large-scale money management. Tha terFrench, and
derives from finance or payment. A financier todaan be someone
who makes their living from investments, particlyyan investing in up
and coming companies and businesses. A financidtesnanoney
through this process when his or her investmenpagl back with
interest or from a certain percentage of the compavarded to them as
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specified by the business deal (Wikipedia, 2010).

Job prerequisites

Officially, there are no degrees or schooling neett® be called a
financier as it is a term to describe someone whodles money.
Certain financier avenues do require degrees asghdes including
venture capitalists, stockbrokers, public treasyreust fund managers,
and accountants. Investing, on the other handnbagquirements and
is open to all by means of the stock market or kyrdvof mouth

requests for money.

3.4.10 Venture Capitalist

Venture capitalists, private equity firms, and hedgnd managers are
example of financiers that do not require a licermse education
attainment. Persons managing funds of high nethwodividuals in
private partnerships are not regulated - thesetyrecally what is
referred to as "hedge funds". Managers of regdlateutual funds,
broker-dealers  (investment banks), registered simvent advisers,
brokers and brokerages, and futures commodity naetshall require a
form of licensure (such as NASD Series 27) in otddrold themselves
out for business; but in these cases attainmeataoilege degree is not
required (Wikipedia, 2010).

Certified Public Accountants attain their statusgagsing the uniform
CPA Exam, which is authored by American Institut€ertified Public

Accountants, and administered by the state board@@Pdé\s in each of
the 50 states. CPAs are not financiers by defimitibhey are public
accountants and auditors. CPA status does notugledchcting in the
role of a financier. The term financier can alsteréo a member of the
Italian Guardia di Finanza.

Types of financiers

Investor/High net worth individual Trust Fund Maseag
Venture Capitalist

3.4.11 Infropreneur

Infopreneur is a person whose primary businesatiseging and selling
electronic information.[1] This term is a neologipmrtmanteau derived
from the words "information” and "entrepreneur”. Axfopreneur is
generally considered an entrepreneur who makeseynaelling

information on the Internet. They use existing datad target an
audience. The term is often used on the Interrted. Word infopreneur
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was registered as a trademark (USPTO) on Februa8g4 by Harold
F. Weitzen. In 1988, H. Skip Weitzen published dimfeneurs: Turning
Data into Dollars" (John Wiley & Sons) (Wikipedi2010).

Before the explosive popularity of the Internet, the turn of the
millennium, such an occupation already existed. séhdegacy
inforpreneurs sold their information in other meds such as audio
tapes, audio CDs, CD-ROMs, videos, talk shows, @derences. The
classification of infopreneur has created a nedesty business on the
Internet, which allows anybody with a computer aad Internet
connection to start a business by publishing intdrom that may appeal
to a specific market.

There are generally two kinds of infopreneurs: ¢hothat sell
information they have amassed on their own and ethtbet earn
commissions from selling information that they #nonothing about.
The latter may be considered more of a "informatiafficker".

Online publishing

As the infopreneur is his/her own developer, makeproducer, and
distributor - some infopreneurs consider themselbetng in the
publishing business. Unlike in traditional print bhigshing, the
infopreneur puts down, in electronic form, what/she knows from
experience or what he/she learned and passes thetn the world
through publishing on websites, blogs, ebooks, kmetc.

Blogs and advertisements

Information traffickers do consider themselves prineurs. After all,
they are making money out of information. Many bém utilize the
power of the World Wide Web - creating web sited aiogs to act as
their storefront. The infopreneur may attract icatb his/her site by
manipulating their site to appear higher @arsh engine results.[2]
This may be done by creating a site that isisbin information, and
configuring META keywords and descriptions thatwrately describes
the web page. But often, infopreneurs theg aut to get a "quick
buck”, will create a mash-together of informatiohy publishing
popular, sought after content, often incorporalR8S feeds from more
popular sites. The infopreneur then makes mdrey Adsense ads,
affiliate links, referrals and leads, and/or sgjlebooks that are related
to the search parameters and keywords. Essentiafige infopreneurs
"piggy-back” on already established informationr Ewample, there are
many such splogs that copy verbatim the articles wikipedia.
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3.4.12 Investor

An investor is a party that makes an investmend iome or more
categories of assets --- equity, debt securitieal estate, currency,
commodity, derivatives such as put and call optiats. --- with the

objective of making a profit. This definition makes distinction

between those in the primary and secondary markétst is, someone
who provides a business with capital and someome Wwuys a stock
are both investors. Since those in the semgndharket are
considered investors, speculators are also ioxesfccording to this
definition there is no difference (Wikipedia, 2010)

Types of investors

The following classes of investors are not mutuelglusive:

Individual investors (including trusts on behalf wofdividuals, and
umbrella companies formed by two or more to poeésiment funds)
Collectors of art, antiques, and other things dii@aAngel investors
(individuals and groups)

Sweat equity investor

Venture capital funds, which serve as investmetieciives on behalf
of individuals, companies, pension plans, insurareserves, or other
funds.

Businesses that make investments, either directhjiana captive fund
Investment trusts, including real estate investntergts Mutual funds,
hedge funds, and other funds, ownership of whicly oramay not be
publicly traded (these funds typically pool monesgised from their
owner-subscribers to invest in securities)

Sovereign wealth funds

Also, investors might be classified according teithstyles. In this
respect, an important distinctive investor psychglarait is risk
attitude.

4.0 CONCLUSION

We noted from the unit that all factors of prodantiike land, labour,
capital and entrepreneur are required in cominnaat a time to
produce a commodity. In economics, production measation or an
addition of utility. We discussed the various sdsoof thought as it
relate to the concept of entrepreneur. We defihede¢rms ‘enterprise’,

19



ENT 408 ENTREPRENEURSHIP AND GERISSUES

‘entrepreneur’, ‘entrepreneurship’ and ‘small sdalsinesses’. Finally,
we enumerated and discussed some key conceptg@pemeurship.

5.0 SUMMARY

In this unit, we have,

o discussed entrepreneurship as a factor of prodyctio

o defined the terms: entrepreneur, entrepreneurghig@rprise and
small scale business; explained the relationstapehkist between
enterprise and entrepreneurship; explained cek@ynconcepts
in entrepreneurship.

In the next unit, we shall discuss the terms
entrepreneurship/intrapreneurship.

6.0 TUTOR-MARKED ASSIGNMENT
1. In markets, entrepreneurs combine the other factofs

production, land, labour, and capital in ordemiake a profit.
Discuss the role of an entrepreneur in relatiothi® statement.

2. Define the terms: enterprise, entrepreneur, sntalesbusiness
and entrepreneurship.

3. Write shorts on the following:

. Entrepreneurship

. Education;

. Business person;

. Business magnate;

o Tycoon;

. Mogul;

. Industrialist;

° Investor;

. Captain of industry;

4. How could small scale businesses contribute tadthelopment

of an economy?
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1.0 INTRODUCTION

In the last unit, we discussed entrepreneurship a factor of
production; defined the terms: entrepreneur, epméneurship,
enterprise and small scale business; explainedethgonship that exist
between enterprise and entrepreneurship; and eegdlacertain key
concepts in entrepreneurship.

In this unit, we shall discuss the terms
entrepreneurship/intrapreneurship.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

define the concept of entrepreneurship and intregareship;

discuss the importance of intrapreneur in orgarunat

use corporate entrepreneurship skills in orgaranati

understand the operational link between corporateepreneur

and entrepreneur;

o define entrepreneur and  distinguish  between erdneur,
Intrapreneur and Technopreneur;

o enumerate the functions and characteristics ohaegreneur.
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3.0 MAIN CONTENT
3.1 Entrepreneurship

The concept entrepreneurship or entrepreneurshipersre to

entrepreneurship in the context of larger corpons. Kao (1989)
notes that the idea of entrepreneurship and cigatin established
organization is to ensure that firms maintain tloeimpetitive strengths
in a turbulent environment.

3.1.1 What is Entrepreneur?

The multi dimensional nature of the entrepuenas shown above
indicates that it will be difficult to have a fastion that will
accurately capture all the dimensions of the costrA few of the
attempts at the definitions of entrepreneur aregreed below.

Schumpeter (1934) defines the entrepreneur in tdrmnovation and
says that the single function of entrepreneur isouation. Glueck
(1980) defines an entrepreneur as an individual ereates a new firm
and continues to manage it until it is succesgfakland, Hoy, Boulton
and Carland (1984) define entrepreneur as a pemsba establishes
and manages a business concern for the majoro&iprofit and

growth. He has the major characteristics of inneeabehaviour and
utilization of strategic management practices mthisiness enterprise.

Drucker (1985) defines the entrepreneur as tieowvative individual
who perceives business opportunities and organthe required
resources to initiate a successful business actiat profit. Singh
(1986) defines the entrepreneur as the self-stamtedoer who has
organized and builds a successful enterprise. ABldsten and Muller
(1993) define the entrepreneur as individual whooirates, identifies
and creates business opportunities, assembles aodlirtates new
combinations of resources; and extracting the nposfit from his
innovation in uncertain environment.

Ogundele (2000) defines entrepreneurs as the inimgvandividual,

who initiates and nurtures to growth a new andagoing business
organization, where none existed before. He isititgvidual who

successfully thinks or conceives a new businesgeran organizes or
initiates actions to start it, and manages it thoits initial problems
and struggles for survival. He takes all measuttest lead the
organization to a state of stability and self- aumhg growth. Strictly
speaking, an individual is an entrepreneur whershee performs the
above-described functions of an empire buildersThiopposed to the
person who is contended with being self- employediia satisfying the
primary human needs for hunger, safety and econ@®iurity. The
entrepreneur above these is concerned with needsofeer, property,
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and self- actualization. Kuratko and Hodgetts (90f&fine entrepreneur
as individual who recognizes opportunities whelleert see chaos and
confusion. That the entrepreneur is a catalysteoonomic change,
which uses purposeful searching, careful plannémgl, sound judgment
when carrying out the entrepreneurial process. Wkligoptimistic and
committed, the entrepreneur works creatively tatdsh new resources
or endow old ones with a new capacity, all for pugpose of creating
wealth.

The above definitions were merely attempts at descr some of the
aspects of entrepreneur’s behaviour and functibhey were also based
on the perception and academic orientation of theters.
Consequently the search for appropriate concbpatian of
entrepreneur is still evolving. The common threadli the definitions
is that the entrepreneur is an individual, who wates and explores
opportunities for making profit.

Entrepreneurial behaviour or entrepreneurship inyraganizations is
a firm level phenomenon. Stevenson and Jarillo @98ovin and
Slevin (1991) and Burgelamn (1991) notes thalistliorganization’s
corporate strategies give the impression thatepreneurial activities
were the outcome of the interaction of individuasd groups at
multiple levels within the firm. Zahra (1991nch 1993) also
conceptualized entrepreneurship as firm level pheanon. Barringer
and Blueborn (1999) note that the main assumpghian underline the
notion of corporate entrepreneurship is that it das behavioural
phenomenal, all firms fall along a conceptual awniim that ranges
from highly conservative to highly entrepreneurial.

3.1.1 Need for Entrepreneurshipsin Organizations
Organizations today are realizing the need for rpomte

entrepreneurship. This need arose in the resptmsa number of
problems, including:

1. Rapid growth in the number of new and sophisticatedpetitors

2. A sense of distrust in the traditional methods ofporate
management

3. Exit of some brightest and best people who fornpeomation to
become small business entrepreneurs

4. International competition

5. Downsizing of major corporation;and

6. Overall desire to improve efficiency and produdiivi
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Adeleke, Ogundele and Oyenuga (2003) note thatha d¢ase of
developing countries like Nigeria, an additionalasen is the
privatization and commercialization process of pipl owned
enterprises. Thus, a modern corporation is foroéa $seeking ways of
developing in- house entrepreneurship.

3.2 Intrapreneurship

Intrapreneurship is the practice of entrepuesiEp by employees
within  an organization. Intrapreneurship is tloé @ behaving like an
entrepreneur, except within a larger organizatiem. 1992, The

American Heritage Dictionary acknowledged thepular use of a
new word, intrapreneur, to mean "A person withifai@e corporation
who takes direct responsibility for turning an idiedio a profitable

finished product through assertive risk- takingd ainnovation".

Intrapreneurship is now known as the practice ofcaporate

management style that integrates risk-taking andvation approaches,
as well as the reward and motivational techrsqubkat are more
traditionally thought of as being the province ofrepreneurship

Also, "Intrapreneurship refers to employee initiai in organizations to
undertake something new, without being asked tcsa® Hence, the
intrapreneur focuses on innovation and creativétyd transforms an
idea into a profitable venture, while operatinghintthe organizational
environment. Thus, intrapreneurs are Inside ergreqrs who follow
the goal of the organization. Intrapreneurship s example of
motivation through job design, either formally omfarmally.
Intrapreneurship within the firm which is driven froduce social
capital in addition to economic capital. Employessch as marketing
executives Error! Hyperlink reference not valid. perhaps those
engaged in a special project within a larger firame encouraged to
behave as entrepreneurs, even though they have rhsources,
capabilities and security of the larger firm to wrapon. Capturing a
little of the dynamic nature of entrepreneurial @mgement (trying
things until successful, learning from failuresteatpting to conserve
resources, etc.) adds to the potential of an otiserstatic organization,
without exposing those employees to the risks ocoactability
normally associated with entrepreneurial failure.

3.2.1 Intrapreneur

Intrapreneurs are persons who can turn ideas ototgp®s into
profitable realities, but may not be inventors. Yreee team-builders
with commitment to a strong drive to see tld@as become a reality.
Intrapreneurs are often described as “dreamdrs do” as theytend
to be action-oriented. When faced with failures, eetbacks,
intrapreneurs employ an optimistic approach. Thaggaively deal with
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their own mistakes and failures learning to avoidkmg the same
mistakes again. This is part of what helps to m#iem successful
(Kuratko and Hodgetts, 2001). Intrapreneurs aré detlermined goal
setters. They go beyond the demand of their dutgcmomplish their
goals. They do not blame their failures on extefoi@es, but they use
the knowledge gained from failure to improve thHaiure performance.
They combine vision and action. Dedication to dweatidea is
important to them. Kuratko and Hodgetts

(2001:71) present a list of Ten commandments ofnareprenur and
these are shown below.

3.2.2 Dimensions of Intrapreneurial Behaviour in Entreynerial
Management

Let us examine the dimensions of intrapreneuriahav®ur in
entrepreneurial management in established largan@ations. These
are:

Commitment to opportunity: The promoters are aldeehgage in
commitment to opportunity in a rather revolutiondashion. The
willingness to get in and out quickly has led tatrepreneur’s
reputation as gamblers. The pressures which pulissness towards the
entrepreneurial end of the spectrum include; actdentation, short
decision window, risk management and limited deaisonstituencies.

Commitment of resources: The good entrepreneuragenon multistage
commitment of resources with a minimum commitmergach stage or
decision point. The process of commitment of resesiris pushed
towards the entrepreneurial domain by the followfagtors, lack of
predictable resource needs, lack of long-term obnsocial needs and
international demands.

Control of resources: To the promoter all thategeed from a resource
is the ability to use it. The entrepreneurs learnuse other people’s
resources well, they learn to decide what resoute®gneed to bring in
house. The perception of entrepreneur, as eafile; derives from
this dimension; that entrepreneur is an expersingithe skills, talents
and ideas of others. When considered from theigesangle this ability
is very valuable in fast changing business enviremimThe pressures
towards this entrepreneurial dimension includejcreased
specialization, risk of obsolescence and increfiszibility.

Management structure: The promoter requires knaydedf his/her
progress via direct contracts with all of his/herinpipal actors.
Entrepreneurial management is based on the follpwiessures; need
for coordination of key non-controlled resourcdexibility, challenge
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of owner control and employees desire for indepeode

Reward philosophy: Because of value driven philbgopof
entrepreneurial firms they tend to base compemsatin performance.
They are also more comfortable rewarding tedime pressures that
pull firms towards the promoter end of the spectinniude; individual
expectation, investment demands and competitiorvésison, 1989).
The above listed dimensions of entrepreneurial ieba are relevant
to entrepreneurial management in large orgaboizatin fact
entrepreneurship is strategic management of smadlvhen practiced
in big organization.

3.2.3 Ten Commandments of an intrapreneur

1. | come to work each day willing to befired

2. Circumvent any orders aimed at stopping your dream

3. Do any job needed to make your project work regesibf your
job description

4, Network with good people to assist you

5. Build a spirited team: choose and work with only best

6. Work underground as long as you can publicity tiggthe
corporate immune mechanism

7. Be loyal and truthful to your sponsor

8. Remember it's easier to ask forgiveness than perams

9. Be true to your goals, but be realistic about tleysvto achieve
them

10.  Keep the vision strong.
Source: Kuratko, D.F and Hodgetts, R.M. (20011. 7

3.2.4 Characteristics of Intrapreneurs

One can focus on the characteristics of intrapreneis a way of
describing the intrapreneur. Kuratko and Hodge60{) present
comparative characteristics of the traditional ngamaentrepreneur and
intrapreneurs along nineteen dimensions. These rfimes will be

employed here to describe the characteristic ofyoneneur. They are as
follow:

Primary motive: Intrapreneurs wants freedom an@s&to organization
resources goal oriented and self motivated. He absponds to
corporate rewards and recognition.

Time orientation: Has end goals of 3 to 15 yearsetleon the type of
venture. In hurry to meet self-imposed and craftime-table.

Tendency to action: Gets his/her hands dirty, mapwk how to
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delegate, but when situation demands does whasriedzk done.

Skills: Like the entrepreneur he/she knows theress very well. But
his/her situation demands ability to progress witkhe organization,
when he/she needs help of other members of trenaation.

Attitude toward courage and destiny: Self confidantd courageous,
many are cynical about the system but optimisticualiheir ability to
outwit it (Kuratko and Hodgetts, 2001).

Focus of attentions: Both inside and outside. sklés his new venture
ideas to insiders. He also focuses on the mddadpand the
customers.

Attitude toward risk: Like moderate risks. Not afraof being fired,
he/she sees little personal risk.

Use of market research: Like the entrepreneurhkedoes his/her own
market research and carries out intuitive markatueation.

Attitude toward status: Treasures symbols of freedand considers
traditional status symbols as a joke.

Attitude toward failure and mistakes: Attempts tdehrisky projects
from others so as to learn from mistakes withtbetpolitical cost of
public failure. He is also sensitive to the needappear orderly.

Decision-making style: Skillful in getting others tagree with his
private vision. A little more patient and preparedcompromise than
the entrepreneur.

Who serves: He/she pleases self, customers ands@gonr mentors.
Attitude toward the system: Dislikes the systemlbatns to manipulate
it.

Problem-solving style: Works out problems withime system or
he/she by passes them without leaving.

Family history: Entrepreneurial, small-businessof@ssional or farm
background. Relationship with parent: Better relatwith father, than
entrepreneur, but still storing. Socio economiddgacund: Middle class
social membership.

Educational level: Often highly educated, espécial the technical
areas, but sometimes not.

Relationship with others: He/she sees transactattsn hierarchy as
basic relationship. To create the climate of indewentrepreneurial
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behaviours, organization must develop four charesttes, these are:

(1)  Explicit goals

(2) system of feedback and positive reinforcement

(3)  An emphasis on individual responsibility and

(4) Rewards based on results, (Kuratko and Hodgett,)20

It should be noted that specific strategies fopooate entrepreneurship
call for the development of a vision as well as elegment of
innovation.

3.2.5 Specific Elements of a Corporate Intrapreneurial Stategy

Kuratko and Hodgetts (2001) noted that, to eeah entrepreneurial
strategy, organizations should be aware of thevaiig:

(1)  The corporations that promote personal growth wafttact the
best people.

(2)  The challenge of the new entry is to retain the agan as coach,
teacher and mentor.

(3)  The best people seek ownership and the best coegpanmil
provide it with bonus plans, stock incentive plaes)ployee
stock-option plans, profit-sharing and even empdoge/nership.

(4)  Authoritarian management is being replaced by avorking
people style of management characterized by ha@ton
coordination and support.

(5)  Intrapreneurship within the corporation allows eoyeles the
satisfaction of developing their ideas without tisk of leaving
the company.

(6)  Large companies are taking lessons from small legsegs and
learning how to be flexible, promote innovation asrdate new
spirit.

3.2.6 Steps in Intrapreneurial Developmentin Organizations

The followings are the necessary actions thabuld ensure
intrepreneurial development in corporate orgaronat

(a) Developing the vision: The first step in planningn a
entrepreneurial strategy for the enterprise isisgahe vision of
innovation that the corporate leaders wish to ach{€ollins and
Porras, 1996). This shared vision requires ideatifon of
specific objective for corporate entrepreneuriedtegies and of
programmes needed to achieve these objectives.

(b)  Encouraging innovation: All writers on entreprersghip are in
agreement that innovation is the distinguishiolgaracteristics
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of entrepreneurship. Corporation must understrdl develop
innovation as the key element in their strate¢uratko and
Hodgetts (2001) stated that one way to understaiscconcept is
to focus on two different types of innovation: reali and
incremental.

Radical innovation: Is the launching of inaugubatakthroughs
e.g. mobile phone in our own environment. Thes®vations
take experimentation and determined vision, tvhmaust be
recognized and nurtured. The Incremental innowatefers to
the systematic evolution of a product or servid®e inewer and
larger markets. Incremental innovation, will takeep after a
radical innovation introduces a breakthrough. Btypes of
innovation require a champion the person with aowis and
ability to share it and top management support.

(c) Structuring for an intrepreneurial climate: Theafirand most
critical step is invested heavily in intreprenelaativities that
allow new ideas to flourish in an innovative enwmoent. When
this is coupled with element of innovation strategit can
enhance the potential for employees to become kentu
developers. Krackhardt (1993) notes that, to dgvelmployees
as a source of innovation in corporations, camigs need to
provide more nurturing and information — shgriactivities.
They need to develop a climate that will help inatian-minded
people to reach their full potentials. Managemermts ho
encourage intrepreneurial activities, and have g@ramntrol of
human resource policies. It must also sustain anubmment to
intrepreneurial projects long enough for a morentioccur,
and to bet on people not on analysis (Sathe, 1988).

(d)  Developing Venture Teams: Venture teams hold therg@l for
producing innovative results in organizations. Rei(1987)
termed it collective intrepreneurship. He noted tthia it,
individual’s skills are integrated into a group.igtcollective
capacity to innovate becomes something greater lieasum of
its parts. Over time, as group members’ work thiowgrious
problems and approaches, they learn about each#islities.
They learn how they can help one another betterh Barticipant
looks out for small adjustment that speeds and #mesothe
evolution of the whole. The result of many such Kkiseale
adaptations, effected throughout the organizai®ig propel the
enterprise forward.
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3.3 Differences between Entrepreneur and Intrapreneur

An entrepreneur takes substantial risk in beingatvaer and operator
of a business with expectations of financial pr@nd other rewards
that the business may generate. On the agnan intrapreneur is
an individual employed by an organization for remuation, which is

based on the financial success of the unit he spamsible for.

Intrapreneurs share the same traits as entrepmerech as conviction,
zeal and insight. As the intrapreneur continuegxpresses his ideas
vigorously, it will reveal the gap between the pkdphy of the

organization and the employee. If the organizatwpports him in

pursuing his ideas, he succeeds. If not, he islylite leave the

organization and set up his own business.

Entrepreneurship involves innovation, the ability take risk and
creativity. An entrepreneur will be able to loatkthings in novel ways.
He will have the capacity to take calculated rigkl &0 accept failure as
a learning point. An intrapreneur thinks like artrepreneur looking out
for opportunities, which profit the organizatiomtriapreneurship is a
novel way of making organizations more profitableene imaginative
employees entertain entrepreneurial thoughts.

It is in the interest of an organization to encgerantrapreneurs.
Intrapreneurship is a significant method for comeanto reinvent
themselves and improve performance.

3.4  Technopreneur

A technopreneur is an individual whose business the realm of high
technology, who at the same time has the spirdroéntrepreneur. The
technopreneur represents new breed that is botvative and equally
enterprising. This concept is derived from comhbgninogether,
technology and entrepreneur.

Ovia (2007) notes, a technopreneur is an entreprembose business
involves high technology or to put more clearlgeehnology innovator
and a businessman all combined in one individualnbttes further that
this unusual combination could be found in pedide Bill Gates,
Steve Jobs, Ralph Elison and also NigeriailifPhEmeagwali
whom, Otiono (2007) describes as Africa’s Billt&€&aand father of
internet. The technopreneur, therefore, combineth echnological
know-how and business expertise. The ngteneurs thus
combine the attributes of the scientist and anrprite person in one
individual. Technopreneurs are also emerging ireNay

Amatas (2007) resports the successful innovati@himplementation of

a formula for wealth creation by Abiola Akingbaddhich involves the
use of both hardware and software of informatiod aammunication
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technology. Ovia (2007) states that the technopmsnare beginning to
emerge in Nigeria, they consist of men and womemw afe working
relentlessly to assist in actualizing the laudatream of bridging the
yawning digital divide.

3.4.1 Characteristic of Nigerian Technopreneur

- They are naturally gifted
- They are smart
- They are highly creative

They have potential to compete favourably in anyt éd the world
given the enabling environment in which to thri@via, 2007). It must
be added that the technopreneurs possess alh#racteristics listed
in respect of the entrepreneur. The distinguishimayks are being to
combine the unusual or rare attributes of a saerdnd business
promoter in one person. An exemplified by Abiolaiddgbade, Nigerian
technopreneurs are sometimes assemblers of conigotnan make up
the whole, and at other times innovators and irarsndf highly related
technology hardware and software.

3.5 Evolutionary Origins of “Entrepreneur”

The concept “entrepreneur” stems from a French wtedtreprendre”
meaning to undertake, “go-between” or “projettorin France in
the early 16th century the termwas

used for army Ieadet[]s. It was applied to bessnorganization in a

serious sense in the 18entury as noted above, to denote a dealer who
buys and sells goods at uncertain prices. Ck889) notes that the
modern terms as known today, came into use in Bdgbaly in 1879,
when it signified a director or manager of a pultigsical institution or
“one who gets up entertainment”. Mill, (1849) hantioned it as a
French word, which lacked an English equivalentmiodern times the
world has been employed to differentiate an adiwsiness man from a
slow-moving one. The evolutionary origin of the cept entrepreneur
could be summarized as shown in the following segse

Period Particularizations

Early time | Stems from French: means: between, t@kebetween.
Middle Age |Actor and persons in charge of largatscproductio
projects

17th century Person bgaring risk of profit (loss) in a fixed gg
contract with
government

1755 Richard Cantillon — person bearing risk

33



ENT 408 ENTREPRENEURSHIP AND GERISSUES

1821 Jean Baptist sayseparated profits of entrepreneur fi

profits of

capital interest.

1904 Max Weber -Protestant ethics and spirit of capita

behavioural

outlook

1934 JosephSchumpeter - entrepreneur as

innovators  developing

untried

1961 David McClelland —achievement oriented, energe

moderate risk

taker

1964 Peter Drucker — entrepreneur maximizes oppibies

1975 E.O. Akeredolwde entrepreneur seen from socio cult

and

political perspectives

1975 Albert Shapero takes initative, accepts risks of fail

organizes

some social and economic mechanisms.

1980 Karl Vester— entrepreneur seen differentlyy| b
economists,

psychologists, business persons and politicians

1985 Robert Histrich — entrepreneur assuming financig

psychological and social risks, in creating sonre]

different in value and receiving

the resulting ewards of monetary and persg

satisfaction.
1995 A.U. Inegbenebor - dynamic structure
builders for effective
performance.
2000 0.J.K Ogundele — empire builder exploiting@jpynities
Source: Adapted from Histrich, R.D. and Peters, .M(Z002)

Entrepreneurship, New York: McGraw Hill higher edtion, and
Ogundele, O. J .K (2007) Introduction to Entreptaskip
Development, Corporate Governance & Small Busildaeagement.
Lagos: Molofin Nominees.

It could be seen from table 1 above that the canesaprepreneur has
varying origins and usages in different times alad@s. The function of
the entrepreneur is to reform or to revolutionartes patterns of
production, through exploiting an invention, or ned technological
method of producing a new product, or producingo&hone in new
way, new source of supply of material, new outtat froduct or new
patterns of organization. Innovation is one of tinest difficult tasks of
the entrepreneur. This is because it involved amly the ability to
conceptualize and create but in addition, the tatiii come to grip wills
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all the forces at work in the entrepreneur envireni That is, the
capacity to market the innovative products, sesjicencept or ideas. It
is to be noted that the ability to innovate te@nnoticed throughout
history, from the Egyptian’s great pyramids oustifine blocks to Laser
beams.

4.0 CONCLUSION

We have in this unit examined the various dabng of
entrepreneurship and described the behaviouas ehtrepreneur. We
also defined the intrapreneurship and listed tharatteristics of an
intrapreneur. We have equally  differentiated etween
entrepreneurship and intrapreneurship. Also, wénddftechnopreneur
and listed the qualities of a Nigerian technopren€&inally, we traced
the evolutionary origins of entrepreneur.

5.0 SUMMARY

In this unit, we have, defined the concept of ereeaeurship and
intrapreneurship; discussed the importance of pnér@eur in
organizations; described corporate entrepreneurstskills in

organizations; explained the operational link bemvecorporate
entrepreneur and entrepreneur; defined entrepreardr distinguish
between entrepreneur, Intrapreneur and Technopreaeumerated the
functions and characteristics of an entreprenaurthé next unit, we
shall examine the theories of entrepreneurship.

6.0 TUTOR-MARKED ASSIGNMENT

1. Define the terms ‘entrepreneurship’and ‘intrapreship’.

2. State the similarites and  differences between
entrepreneur, intrapreneur and technopreneur.

3. What are the steps in intrepreneurial development i
organisations?

4. List and briefly dimensions of intrapreneurialhlbgiour in
entrepreneurial management in established laggnaations.

5. List and briefly explain the elements of a Corperat

Intrapreneurial Strategy.

7.0 REFERENCES/FURTHER READINGS

Ogundele, O. J .K (2007) Introduction to Entreptaskip
Development, Corporate Governance & Small Business

Management. Lagos: Molofin Nominees.

Kuratko, D.F and Hodgetts, R.M. (2001 p. 71).
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UNIT 3 ENTREPRENEURIAL THEORIES
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3.2 Existing Entrepreneurial Theories
3.3  Elements of Opportunity

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment
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1.0 INTRODUCTION

In the last unit, we defined the concept of enwapurship and
intrapreneurship; discussed the importance of pnér@eur in
organizations; described corporate entrepreneurstskills in
organizations; explained the operational link bemecorporate
entrepreneur and entrepreneur; defined entrepreaedr distinguish
between  entrepreneur, Intrapreneur and Techneprg and
enumerated the functions and characteristics eh&epreneur.

In this unit, we shall examine the theories of
entrepreneurship.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

understand theoretical frameworks in entreprenguirstdiscuss
entrepreneurship as an interdisciplinary field;

discuss the contributions of various disciplines davelopment of
entrepreneurship as a field of study;

understand inter-linkages existing among theseiglises and their
contributions.

3.0 MAIN CONTENT

3.1 Need for Theories in Entrepreneurship

The field of entrepreneurship continues to struggieth the
development of a modern theory of entrepreneurdnipthe past 20
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years, development of the current theories of pnéresurship have
centered on either opportunity recognition or thadividual
entrepreneur. At the same time many theoreticaplrms have come
from economics including a rediscovery of the wofkSchumpeter.
However because there is a lack of clarity abowg theoretical
assumptions that entrepreneurship scholars use hmr twork,
assumptions from both individual opportunity recitign  and
economics have been used as if they are hrdageable. This lack of
theoretical distinction has hampered theory devakam in the field of
entrepreneurship (Alvarez, 2005).

While explanations of entrepreneurship have adoptétferent

theoretical assumptions, most of these concerre tbeatral features of
entrepreneurial phenomena: the nature of entrepreth@pportunities,
the nature of entrepreneurs as individuals, andchétere of the decision
making context within which entrepreneurs operaionetheless,
various theoretical traditions in the field haveptid radically different
interpretations with respect to these assumptiohserdrepreneurial
phenomena, therefore arriving at different explamst of these
phenomena. Theories of Entrepreneurship investig#@te sets of
assumption about the nature of opportunities, thature of

entrepreneurs, and the nature of the decision rgakontext within

which entrepreneurs operate. It is suggested tthase two sets of
assumptions  constitute  logically consistent theorie  of

entrepreneurship. Moreover, these two theoriecangplementary and
can be applied to widely studied entrepreneuriatnoimena — the
organization of the entrepreneurial firm.  Thesppliaations

demonstrate both the differences between thesethearies and how
they can be complementary in nature.

3.2  Existing Entrepreneurial Theories

As noted above, several theories have been devkloyger the years in
attempts to explore and explain the entreprengurgiienomenon.
These include among others, economic, socio- @ljtunanagerial,
educational, developmental, experiential, innovat network,

structural and multi-dimensional theories. Eachh#se theories had
been used in the study of the processes of eetreprship.

Entrepreneurship as a process involves recogn@apgrtunities in the
environment, mobilizing resources to take advantage such
opportunities, in providing improved goods andvies to the ultimate
consumers and making profit as a reward of risking. As a
consequence an entrepreneur is regarded as ridévidual who
perceives opportunities and takes actions ttaiob required
resources for the provision of new and omproved goods and
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service (Timmous, 1994 and Smilor, 1997).
Let us now focus on summary of existing entreprestap theory.

Economic Theory: The economists see the entreprexgethe man who
perceives business opportunities and takes advatagcare resources
to use them. Relevant, therefore, are the stracof economic

incentives that are available in the market. Wsiteon this approach
include (Schumpeter, 1934; and Drucker, 1985). Tpatterns of

economic incentives have acted as stimuli for tmeergence of

entrepreneurs. They have also influenced thetipesiesponses in
terms of behaviour and their performance (Kilby,639and Singh,

1985).

Political Theory: The influence of the politicactar on the emergence,
behaviour and performance of entrepreneurs had besported by
several writers. Schatz (1962 and 1964) dssdistwo forms of
assistance that were provided for indigsnentrepreneur by
government in Nigeria. These were (1) the finansigdport through the
federal loans board and (2) the establishment ef Xaba Industrial
Estate for use by indigenous entrepreneurs. Ogan@el00) discussed
the provision of training and financial assistartme government to
indigenous entrepreneurs through National Dire¢éocd Employment
(NDE). Government by way of legislations and prans of
infrastructures and other support systems haveldttke entrepreneurial
processes.

Ecological Theory: This approach is concerned withinfluence of the
environment on business start up, without havinglitain information
about the characteristics and motivation of theapization founders
(Left, 1979; Marret 1980, and Penning, 1982).

Historical Theory: This approach considered pastohical antecedents
as independent variable on the emergence, behraaaliperformance
of entreperneeurs. To the writers in this groupobgl (Cole, 1959;
Akeredolu-Ale, 1975; and Rostow, 1982). Akededddle (1975)

specifically emphasized the pre-empting of post wpportunities in

explaining the underdevelopment of indigenous @némeurship in
Nigeria.

Managerial Theory: This perspective focuses on pleeception of
market opportunities. It in addition emphasizes tiperational skills
required to run a successful enterprise (Kilby, 1L9Veredith, Nelson
and Neck, 1991, and Osuagwu, 2001). Kilby (197%)ed thirteen
managerial functions, which the entrepreneurs mighte to perform
for the successful operation of their enterprisgarland, Hoy Boulton
and Carland (1984) regarded the employment ofegiiatmanagement

38



ENT 408 ENTREPRENEURSHIP AND GERISSUES

practices as the function of entrepreneurs. Tasremanagerial skills
will have direct positive effect on the entrepnership processes of
emergence, behaviour and performance. The envimnhthat provides
opportunities for relevant skills acquisition witend to promote
entrepreneurship.

Educational Theory: It is concerned with generakleof education in
the society. Its proponents contended that educdgod to broaden
peoples’ outlook. It equips people with needkilssto look at the
world around them in a more organized and coordahdashion. This
will make them to perform better in entrepnema role (Aluko,
1983; Browen and Hisrich, 1986 and Singh, 1986)er@kolu-Ale
(1975) found that more entrepreneurs had lower Idevd# formal
education than the civil servants. He could notldsh any direct
association between the level of formal educatibendrepreneurs and
the degree of success achieved. Bowen and HigttR86) reported that
the general conclusion the entrepreneurs arede®ducated than the
general population was not supported by their stédso Singh (1986)
found that earlier notion that those lacking ediocet qualification
were usually the ones who went in for businessweddorne out on his
study. Earlier on Aluko (1983) reported that neweduts of highly
educated entrepreneurs were emerging in Nigeriaun@ge (2000)
found that the performance of some entrepremeuris studied
groups was aided by better education which mantheimn had. The
broaden outlook through the educational procesddcaid in accurate
perception of opportunities, and therefore affecattrepreneurial
emergence, behaviour and performance.

Innovation Theory: Entrepreneurs are here consitd@® innovators
whose task is creative destruction. This resultenfroringing about
novel combination of products and ideas, thus mndgeobsolete
previously existing products or ideas. Consequerttheg process of
endowing resource with new wealth producing capasitentral to any
conceptualization of entrepreneurship (Schumpé&&34, Tushman and
Nelson, 1990, Amit Glosten and Muller, (1993). Kii®71) considered
adaptation as innovative function of entreprendprsh a developing
economy. Amit, Glosten and Muller (1993) and Hobda®95)

considered innovation as a distinguishing featdrendrepreneurship. It
is, they noted, the process of extracting profinfrnew, unique and
variable combination of resources in uncertain aachbiguous
environment by exploiting opportunities. Innovatio therefore, is
about exploiting opportunities.

Network Theory: This theory focuses on the sodrédd which promote

or hinder entrepreneurship. This is because, it sidems
entrepreneurship as being involved and as intexqath network of
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continuing social relations that open up or blockrepreneurs’ link
with existing resources and opportunities. It im@@ned with the
intricate nature of interpersonal relationship @#dd Rosen and
Woodward, 1987, Dubini and Aldrich, 1991 and Carddretsma,
Saparito, Matheme and Davis, 2005). As a resudtticeiship in social
settings can provide opportunities for entrepresigipt

Structural Theory: This approach examines the etiemternal patterns
of relationship among various parts and componeh&n organization
on entrepreneurship. It had been noted that thétgoé organizational
resources and the efficiency with which entrepremecarry  out
organizational functions affected their rfpgmance. The
structure of entrepreneurial organization was fowadhave enabled
them to react fast to changing environment and taupp@o new
demands. In addition internal structural agement to context was
found as a significant basis for achieving effext performance
(Akeredolu Ale, 1975; and Inegbenebor,

1995). Akeredolu-Ale (1975) noted that the enteepurs’ quality of
organizational resources and consequently theiefity with which
they carry out organizational functions affectecithperformance.
Inegbenebor (1995) argued that internal structaredngement to the
context has a significant basis for achieving afiee performance.
Emphasis was placed on the dynamic flexibilityeatrepreneurial
organizations. Thus the structural arrangementsentrepreneurial
organization make them to be very adaptive to atiptpopportunities.

Technological Theory: This theory is concerned witthachines,
equipment, and tools used in producing goods andemng services.
(Woodward, 1965; Kiby, 1965; and Ekpo Ufot, 199@Yoodward
(1965) found that technological complexity consaidy influenced
administrative structure, thus emphasizing theugriice of technology
on performance. Kilby (1965) noted that small imigus
entrepreneurial organization exhibited a feature pérmissive
technology leading to fast adaptation. Entrepraaéuechnological
innovation can be regarded as direct responsepgortunities in the
relevant environment.

Multi-Factor Approach: Ogundele and Opeifa (2003)ten that the
existing theoretical framework reveals that severfactors in
combination affect the entrepreneurial processds. is proposed
therefore that several rather than a single facwall affect
entrepreneurship. In Ogundele (2000), the spesédtoof factors used as
explanatory variables were: (1) social relatioms/glving elements of
socio-cultural and network theories), (2) politi¢attor, (3) economic
environment, (4) technology, (5) training and depehent (6) formal
education, (7) previous work experiences, (8) iraiom and (9)
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structural elements of the entrepreneur's orgaiizat This is a
multidimensional factors and interdisciplinary apgeh to the study of
entrepreneurship. It is to be noted that this apgnas also based on the
opportunities that exist at the appropriate leviehwalysis. The study
predicted that the determinants listed above caqdditively and
negatively affect entrepreneurial emergence, belaand performance
in Nigeria.

Each of the various levels of theoretical formwatpresented above is
linked with opportunity of one type or the othehelrecurrent emphases
by various writers on opportunities in relationeiotrepreneurship have
provided the impetus for proposing the boundedooppity approach
to entrepreneurial study.

Researchers have also shown that perception ofrymitties and the
employment of strategic management practicestteefunctions of
entrepreneurs (Kilby 1971, Carland Hoy, Boulton &atland 1984 and
Amit, Glosten and Muller, 1993). Stevenson (1998hd Timmons
(1999) emphasized the dynamic nature of the oppiytuin the

environment and the reactions of the entrepreneuentrepreneurial
team in cashing on the opportunities.

Uncertainty Bearing Theory

Burnett (2000) stated that throughout the theaaktibistory of

entrepreneurship, scholars from multiple disciginen the social

sciences have grappled with a diverse set of irg&pons and
definitions to conceptualize this abstract ideaeQime, "some writers
have identified entrepreneurship with the functioh uncertainty-

bearing, others with the coordination of productnesources, others
with the introduction of innovation, and still otisewith the provision of
capital" (Hoselitz, 1952). Even though certain tleemcontinually

resurface throughout the history of entrepreneprsheory, presently
there is no single definition of entrepreneursthpttis accepted by all
economists or that is applicable in every economy.

3.2.1 Features of the Opportunity Approach

From the summary of the literature on opportunigrspective the
following facts are apparent:

(1)  There are several possibilities of opportunitiegmnenvironment
at any particular point in time.

(2)  All these opportunities at the appropriate placd &ame affect
the emergence, behaviour and performance of eetreprs.

(3) The fact that the opportunities in combinationseeiff the
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entrepreneurship processes can be used to shauleeority of
this approach over those that were focused onesiiagtor.

(4) The process of innovation, identification and daeat of
opportunities by entrepreneurs at a time and ower teflects the
dynamic nature of the opportunity approach.

(5)  Among the studies reviewed on entrepreneurship me raised
the opportunity concept to the level of a theoettproposition
or model building.

3.3 Elements of Opportunity

Based on literature review and very careful obg®wma of the
entrepreneurial environment the following elemearit®pportunity are
identified.

Opportunities Are Often Tied to Specific Purpos@gportunities are

tied to specific purposes and circumstances. Tiseaespecific purpose
for every opportunity and in a given location. Pleopave to meet

certain individual, read book, listen to radio tapes and do several
other things in given locations. The privatizatemd commercialization

processes in Nigeria open up investment opporasiiased on current
circumstance.

Opportunities Are Endless: Just like waves of tlea,slife is a
succession of opportunities (Dangote 2005). Theodppities that
come on individuals or organization’s way may detee the rate of
his/its growth or progress. They are arranged dsrj@ction that
terminates a phase and opens up the next. The ihlig&nterprises
Promotion Decree 1972 opened up wide opportuniiedNigerians to
venture into entrepreneurial career. On the othandh the 1986
Structural Adjustment Programme (SAP) created mtaeryiships and
blocked several areas of opportunities for entregues.

Greatness or Success is a Product of Opportuntijoy® (1996) noted
that every greatness is a product of opportunityatTfthere were great
names that had made marks in the generations windwever have
been mentioned if it was not for an opportunityt tteme their way.

An Opportunity opens up to another: An opportumsil utilized opens
up to another. Opportunities are in sizes and ghakest as in the home,
an outer door leads to an inner one so it is wighootunities. Dangote
(2005) as pointed out above illustrates this point.

Opportunity Elevates people and organization: A®io (1996)
observed that opportunity does not reduce peheer it increases
them. He illustrated it with the Biblical patalof a man with five
talents. For utilizing well the opportunity of fitalents he received the
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opportunity to use ten.

Opportunities have Companions: Another aspect b d¢oncept of
opportunity is it features of companionship. Ogpnities are often
enveloped in challenges. To refuse to ripetouchallenges or not to
see it when it comes ones way is to allow oppotymass by

unattended to (Batty, 1974).

Opportunities involves risk taking: Risk in thisnse relates to
deliberate departure from the known to the unknoWme individual

forsakes what he/she has in the hope of gettinettar one that awaits
him or her (Schumpeter, 1934, Drucker 1985 and ashand Nelson,
1991).

Opportunity involves facing opposition: There i® tfact of opposition
to opportunity which is failure to utilize it. Theeason why some live
better than the others is their attitude to oppuoties that come their
ways. Some embrace theirs while others des@ird toy with
theirs. The key to success is to learn to emphasies advantages and
de-emphasize what looks like disadvantages. (Kild@71 and
Inegbenebor, 1995).

Opportunity may be in form of Luck: People oftery $hat an element
of lack is involved in entrepreneurship. This,het call destiny.
However, any destiny not given an appropritize will lie
dormant and impotent. Every destiny is to be alhrito its destination
(Batty,

1974).

Exploitation of opportunity involves discipline: Ehrelates to having a
sense of denial and control. Discipline places anegotiable and
uncompromising demand on people. By discipline, oegponds to

issues of life not as he or she wants or like® ibé, but as they are
required or needed to be done. One refuses to ndspoemotions in

order to face the realities of life (Abioye, 199 ).equires disciplines in
man, money and material management (StevensdnSahlman,

1990).

One should expect opportunity always: To look f@portunity as a
matter of necessity is a normal thing to do. knsrepreneurship. This is
because opportunity is to be expected always.this expectation that
translates pictures into reality. What you do nqiext you cannot see.
Therefore, one should always expect business apputrt(Meredith,
Nelson and Neck, 1990).
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4.0 CONCLUSION

We noted from the unit that development of the entrrtheories of

entrepreneurship have centered on either oppoytuadognition or the

individual entrepreneur. We also note that the tileso include

economic, socio-cultural, managerial, educationdgvelopmental,

experiential, innovation, network, structural andltirdimensional and

that each of these theories had been used inubg sf the processes of
entrepreneurship.

Finally, we discussed the features of opportunityraach to the theory
of entrepreneurship as well as the elements ajidppity.

5.0 SUMMARY

In this unit, we have, discussed the theoreticam&works in
entrepreneurship; explained entrepreneurship asinterdisciplinary
field; discussed the contributions of  various citBnes in
development of entrepreneurship as a field ofl\stevolved inter-
linkages existing among these disciplines and ttatributions.

In the next unit, we shall discuss another intémgsttopic titled
‘entrepreneurship development'.

6.0 TUTOR-MARKED ASSIGNMENT

1. From the unit, you will note that there are somlements of
opportunity in the existing theories on entegp@urship. List
five and discuss them briefly.

2. Write short notes on the following: Economic Theory

Political Theory

Ecological Theory

Historical  Theory

Managerial Theory

Educational Theory

Innovation Theory

Network Theory

Structural  Theory Technological Theory Multi-Factgpproach
Uncertainty Bearing Theory
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1.0 INTRODUCTION

In this unit, we discussed the theoretical framéworin

entrepreneurship; explained entrepreneurship asinterdisciplinary
field; discussed the contributions of various g$ines in development
of entrepreneurship as a field of study; and ewblwater-linkages
existing among these disciplines and their contigins.

In the next unit, we shall discuss another intémgsttopic titled
‘entrepreneurship development'.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. discuss Entrepreneurial Development: Concept andteg
discuss Evolution, Frontiers, divergence & Stagmgti
o explain Alternative Approaches to EntrepreneuriaV€opment;

describe Entrepreneurship as An Integrative Behamio
Framework; list and discuss the Entrepreneurshipe@pment
Stages;

o state the Importance of Entrepreneurship Developmen
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3.0 MAIN CONTENT
3.1 Entrepreneurship Development: Concept and Context

Many developing countries including India are irstate of transition.
They are striving to move from a subsistence-oee@nttightly
integrated, inward looking local economy to a suspseeking, market
led, outward looking economy. Such a move is pdssimly with the
emergences of a multitude of a small-scale and emterprise in all
works of life. This requires building up of a widkase of population
capable of entrepreneurial behaviour. If we takdidras an example in
the context of development, we find that the ihit@uild up of
entrepreneurial activity took place in urban centérs was followed by
a trickle down effect in rural communities ovem#é. Development
strategy today, however, seeks a more proactiverantediate change
in India. While much of policy making in this regatreats enterprise
creation as a function of appropriate economic dmms (made
possible through institutional and economic intetiens), others have
emphasized training and attitude change as vieahehts in the process.
But it needs systematic observations and researtth the process
through which entrepreneurship emerges and sudisetfs

Enterprises and entrepreneurs have been in theercesihge of
modernization since the days of Industrial Revotut Economists,
sociologists, psychologists and anthropologists ehastudied this
concept, usually within the frontiers of their respve disciplines.

Models of entrepreneurship and research associattid them have
identified  several major issues such vaguenessdefinition,

conceptualizing entrepreneurship as a trait, siganice of innovation in
entrepreneurship, meaning of activities in the {gwgerprise creation
stage, validity of measures of entrepreneurial ensgy and
significance of demographic factors.

3.2 Evolution, Frontiers, Divergence & Stagnation

For a long time there was no equivalent for tieem ‘entrepreneur’
in the English language. Three words were comgnoséd to connote
the sense the French term carried: adventurer,riakee and projector;
these were used interchangeably and lacked theisjmrec and
characteristics of a scientific expression (Gopa#&yrh995).

Richard Cantillon (1680-1734), gave the concept eoanalytical
treatment and assigned the entrepreneur an econooale by
emphasizing on ‘risk’ as a prominent entreprenéumanction
(Gopakumar, 1995). J.B Say and J.H. von Thunem Beagtiste say
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(1767-1832), the French political economist assigtiee entrepreneur
with a crucial role-‘coordination’ and made a distion between the
entrepreneur and capitalist (Say, 1967).

A dynamic theory of entrepreneurship was first adhted by

Schumpeter (1949) who considered entrepreneurshipeacatalyst that
disrupts the stationary circular flow of the ecoryoamd thereby initiates
and sustains the process of development. Embarkipgn ‘new

combinations’ of the factors of production-which seccinctly terms
innovation-the entrepreneur activates the economw hew level of
development.

The concept of innovation and its corollary devel@mt embraces five
functions:

1) introduction of a new good,

2) introduction of a new method of production,
3) opening of a new market,

4) conquest of a new source of supply of raw mateaats

5) carrying out of a new organization of any industry.

Schumpeter represents a synthesis of different onsti of

entrepreneurship. His concept of innovation inctudlee elements of
risk taking, superintendence and coordinatiblowever, Schumpeter
stressed the fact that these attributes unacaoieg by the ability to
innovate would not be sufficient to account for repteneurship
(Gopakumar, 1995).

According to the Harvard School (Cole,1949) “enteseurship
comprises any purposeful activity that initiate,imi@n or develop a
profit-oriented business in interaction with internsituation of the
business or with the economic, political andcialo circumstances
surrounding the business”. This approach emphasized types of
activities: the organization or coordination aitfivand the sensitivity
to the environmental characteristics that affecigien making.

Despite its stress on the human factor in the prtolu system, the
Harvard tradition never explicitly challenged trepugibrium — obsessed
orthodox economic theory. This was challenged g/ tleo-Austrian

School who argued that disequilibrium, rathbant equilibrium, was
the likely scenario and as such, entrepreneursatpeunder fairly

uncertain circumstances. The essence of entreprghip consists in
the alertness of market participants tofipopportunities. A

typical entrepreneur, according to Kirzner (197jhe arbitrageur, the
person who discovers opportunity at low prices seits the same items
at high prices because of intertemporal and spiral demands.
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To sum up, major theories and expositions from @antto Kirzner,
view the entrepreneur as performing various fumetioroles as risk
taker, decision maker, organizer or coordinatanpirator, employer of
factors of production, gap seeker and input corepleirbitrageur, etc.
The most appropriate definition of entrepreneurghgt would fit into
the rural development context, argued here, isotibader one, the one
which defines entrepreneurship as: “a force thatbilizes other
resources to meet unmet market demands”, “thetwhdi create and
build something from practically nothing”, “the m®ss of creating
value by pulling together a unique package of resesito exploit an
opportunity”.

3.3 Alternative Approaches

The wunderlisted are the alternative approaches tohe t
study of entrepreneurship:

3.3.1 Socio-Cultural Approaches

Some scholars have stressed the importance of-satticral milieu in
entrepreneurship development. They suggested lileat socio-cultural
history accounts for the performance of engrpurial functions by a
considerable number of individuals.

Several writers have used a comparative frameworkighlight the
ways in which different societies, with differingiterests, attitudes,
systems of stratification and the like, operat@rioduce different kinds
of businessmen and different patterns of entremrge behaviour
(Swayer, 1952).

3.3.2 Psychological Approaches

The focus in entrepreneurship shifted from thetadhe actors (Shacer
& Scott, 1991) in the work of McClelland (1961). drding to
McClelland and Winter (1969) need for achievementA¢h) is
responsible for economic development. Greater #éweldpment of n-
Ach, during early socialization of people, the mbkely the economic
development will be achieved. A society with a gatig high level of
n-Ach will produce more rapid economic growth. Aslement
motivation could be included through training irf seliance, rewarding
hard work and persistence in goal achievement,cagating interest in
excellence. In spite of being criticized (Schat271;, Smelser, 1976),
McClelland’s (1987) analysis has triggered of€ ttraits  approach’
to comprehended entrepreneurial behaviour.
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In another psycho-social theory Hagen (1962) re&sgaeconomic
variables to a relatively minor role and has putearphasis on certain
aspects of the personality. More recently, sevestiier psychological
approaches to entrepreneurship have been suggéssith (1990)
identifies several characteristics of entrepreneursterms of (a)
conditions that make entrepreneurship desirable moss$ible, (b) the
childhood family background, (c) the educationelepersonal values
and motivations and (d) role modeling effects arttiep support
systems. Bird (1989) has also examined entrepraidoehaviour by
focusing on work and the family background, per$ovelues and
motivations.

3.3.3 Contemporary Focus

The two most common approaches used in researchirey

characteristics of entrepreneurs have been the @pgroach and the
demographic approach (Robinson et al., 1991)hmtrait approach, the
entrepreneur is assumed to be a particular peisprighe whose

characteristics are key to explaining entreprerigpras a phenomenon
(Gartner, 1988; 1989). Following McClelland (198887), many other
researchers have explored areas such as achievemo#ine, locus of

control, risk taking, innovation etc.

In demographic approach, demographic informationsisd to arrive at
a profile of a typical entrepreneur assuming theapgbe with similar
background possess similar underlying stableadteristics. The
approach presumes that by identifying demdgcagharacteristics of
known entrepreneurs it will be possible to predintrepreneurship in
unknown populations (Robinson et al., 1991). Thenagraphic
variables found most examined are family backgdobirth order,
role model, marital status, age, educatiorll®f parents and self,
socio-economic status, previous work experiencevaoik habits.

First, the approach assumes that human behavistnoisgly influenced
by demographic characteristics such as sex, rad®rtb order.

Second, the practice of using demographic charatitar as surrogates
for personality characteristics is not appropridieere is also a lack of
adequate empirical evidence in this regard.

Third, the approach does not help predict who willwill not be an
entrepreneur on the basis of knowledge of one’thlorder, level of
education or parental heritage. Besides, demographaracteristics
being static in nature cannot explain a dynammultifaceted
phenomenon like entrepreneurship.
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Hannan and Freeman (1977) have used the populkatimogy model
(PEM), to analyze the concept of entrepreneurshiipe PEM seeks to
predict the probability of births and deathishim a population of
firms within a given industry niche, conferrinthe environment
rather than the person with the status of the keityein determining
organizational survival. Recent research followitigs approach is
focused on the presence, characteristics and chianggopulation or
organization in an ecological context provided the host society
(Reynolds, 1991). Deficiencies of this model haeerbpointed out by
Bygrave and Hoffer(1991). These models, while magkstatistical
predictions at the population level, fail toregict the fate of
specific firms.

3.4  Entrepreneurship: An Integrative Behavioural Framew

The key elements identified in the integrativehdaoural framework
of  entrepreneurship are Personal Resourcefulnés$ievement
Orientation, Strategic Vision, Opportunity Seekargl Innovativeness.

3.4.1 Personal Resourcefulness

The root of the entrepreneurial process can besdrdc the initiative
taken by some individuals to go beyond the exgstiray of life. The
emphasis is on initiative rather than reactionhalgh events in the
environment may have provided the trigger foe fherson to express
initiative. This aspect seems to have been subsumthdh ‘innovation’
which has been studied more as the ‘change’ or nes®/ associated
with the term rather ‘proactiveness’.

‘Personal resourcefulness’ in the belief in oneisnocapability for
initiating actions directed towards creation andvgh of enterprises.
Such initiating process requires cognitively meslilaself regulations of
internal feelings and emotions, thoughts and astias suggested by
Kanungo and Misra(1992).

3.4.2 Achievement-Orientation

While personal initiative and purposeful behavi@an be view as a
good starting point of an entrepreneurial efforgny such initiatives
fail. The archetype successful entrepreneur is csgb to epitomize
achievement motivation (McClelland, 1961) which ilitates the
creation and development of enterprises in competgnvironments.
While critics have raised serious questions reggrdhe unique or
overarching significance of n-Ach in the emergeatentrepreneurship
(Smelser, 1976), this element of personality hasticoed in the
mainstream of entrepreneurship theory (Shaver &tS&891). People
with high n-Ach are known to seek and assume hagrek of personal
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responsibility, set challenging but realistic goalwork with concrete
feedback, research their environment and choosdngrar with

expertise  in their work (Kanungo & Bhatnagar, 1P7&uch

characteristics of high n-Ach people contrébub successful
completion of tasks that they venture to take umnéé, we see
achievement orientation as a set of cognitive agtthbioural tendencies
that are oriented towards ensuring that outcomed s enterprise
creation, survival and growth are realized.

3.4.3 Opportunity-Seeking

The context in which an individual brings to beas/ler initiative,

achievement orientation and visioning have a stio@aring on what it
produces; when these forces are directed towam&iregy surplus or
value in a market environment, over a period ofetimve see the
creation of enterprises. This perspective of thérepmeneur as a
merchant adventurer, who in Cantillon’'s view baksc out

imperfections in the market (Gopakumar,1995) imrspit of what

Bentham terms wealth, provided the historical bmsishe development
of entrepreneurship. The wealth is seen as the rdewthe

entrepreneurial individual gains for the risk éakor exercise of
judgment where there is greater possibility foloerthis distinguishes
between certain return from wage labour, and reftom risk-oriented

production for the market. Hence ‘opportunity segkiwould include

one’s ability to see situations in terms of unmeeds, identifying

markets or gaps for which product concepts areetewwlved, and the
search for creating and maintaining a competitislgaatage to derive
benefits on a sustained basis.

3.4.4 |Innovativeness

Schumpeter(1949) went on to conceptualize entrepmsnas persons
who are not necessarily capitalists or those hawogimand over
resources, but as ones who create new combisatibthe factors of
production and the market to derive profit. Innibx@ness refers to
creation of new products, markets, product-markeminations,

methods of production and organization, and the tikat enable the
enterprise to gain competitive advantage in theketar

It is evident that each of the dispositions refeéri@ may be found in all
types of individuals (entrepreneurs and non- enéregurs). Then how
can we relate these dispositions to entrepreneaftsilie propose that
when these five elements converge at high ngities, in non-

restrictive environments, it is likely to give rige enterprise formation.
Therefore, one may find individuals who had creatatkerprises in the
past now turning weak because they may no longemptoactive
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enterprise creators; instead they may be contenildg the role of
managers in their stable business, or turn to camityieadership, and
the like. Hence, this perspective lends to a pocesew of
entrepreneurship.

3.5 Entrepreneurship Development Stages

Typically, entrepreneurship development followsyale consisting of
stimulating, supporting and sustaining activitifaqahunsi, 1992). The
stimulating activities ensure the supply of entezy@urs ready to take
initiative and organize their enterprises by rigking through awareness
programmes. The support activities however, providfeastructural
facilities, resources like information, financechaology, ability and
skills for enterprises launching. The sustainingvées refer to efforts
that facilitate the growth and  continuity througtxpansion,
modernization, diversification, technology and psmn of enabling
environment for growth and survival of small-scaldustries.

3.5.1 Entrepreneurship Development in Developed and Devaping
Countries

The existence of strong and effective small-scattustries has been
considered as the best way to improve the soooa@uic status of
any society. In large number of developed &8t developed
countries there are excellent examples of governimngtative aimed at
promoting and sustaining entrepreneurship developrimesmall-scale
industries. The main purpose is usually to redusemployment. Other
underlying reasonsinclude:

A desire to establish an enterprise culture (BrjtaiA need to assist the
disadvantage section of the population (e.g. ethmioorities in
Canada), the need to develop alternative to stemgnatctor economy
(Gambia) to reduce national dependence on impatedis (Mauritius
and Malawi), rural transformation (e.g. Sierra Leprdiversification of
the economy and reduction of unemployment (Nigesie)

3.5.2 Entrepreneurship Development in Small Scale Businssof
some Industrialized Nations

Japan, Taiwan and America are example of industedl countries,
which recognize the definite contribution of smsthle business sector
in their march toward industrialization. The reciigm of small
business as a vital sector in development of Jaggaeeonomy could be
traced to 1920’s. Prior to this period, Japanese&gonent emphasized
on large-scale business such as steel and petnacdiendustries while
the small-scale industry was neglected. Althoubts, $trategy improved
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industrialization in Japan, but a number of corioam problems were
created hence, the need for integrating smalkeséndustries into the
national industrial policy became apparent. (OwUEDQ?2).

Institutional supports for the growth of small-sc@nterprises in Japan
started after the Second World War. Prior to tihreergence of formal

sources of finance, informal sources such as taddits constituted

reliable means of financing. In recognition ofe thmportant role of

small- scale business in Japanese economy, thecfala institutions

for the small-scale such as Medium Business [E@&orporation. The
Peoples Finance Corporation, the Central Bank fom&erce and

Investment Cooperatives. Small  Business  Creditnsurance

Corporation and Small Business Investment Compaerng wstablished.
Japanese government supports for small scale mesidtave made
important contribution in Japanese economy suchlimgsoving the

standard of living, enhancing diffusion of techrgjpimproving large

scale business, modernization of small medium prger through

technological diffusion which laid the foundatioarftheir advanced
technology.

Although, to the outsiders, Japan may be conside®da country
dominated by large scale business such as Toyaiadd] Sony and
Matsushita etc, in view of the fact that these glausiness firms make
remarkable impact in the entire Japanese econordyeaBgn outside
Japan. However, it is equally important to note thet that these
present days giant companies were once small fivimish grew over
the years to become giant an indication that smallium enterprises
constitute important and indispensable foundaticr flapanese
industrial success and socio-economic growth. Famstance, the
number of people employed in small medium entsgsriincreased
from 78% in 1969 to 82% in 1981. From 197%61985 small
medium enterprises consistently accounted for ntloaa@ shipment of
goods in Japan. Also in the wake of ageing of tapadese society,
many middle aged and elderly people are beingrabd in small
medium enterprises.

Small business firms form an integral part of &l business scene in
the United States and in most countries of theojelr Traditionally,
American small scale business firms were consttutainly by small
scale farmers, however, the total number of snaathérs has declined
in the recent years, but number of small non-fausiess firms such as
manufacturing, mining, wholesaling retailing, seevi and finance
businesses has continued to grow each year (St€ihB82).

Small business in America means firms locally owaad managed. By
customary, US government definition, a “small” mess is one with
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fewer than 500 employees. By this definition, i2933% of all jobs
in American were held by people working in small siness
organizations (Stoner, Freeman and Gilbert, 19@6addition, majority
of the well-known “giant” organizations in the rdemporary
American business environment commenced tharatpn as a small
scale business. Wal-Mart, AT and T, General Motorsinstance have
humble beginning.

In recognition of the important role of small scalesiness in America,
preservation and development of a healthy smaihless community as
being the core areas of federal and state govemrpelicies, in
America. Many legislative acts have been passed. atidition,
management assistance, financial supports, governaigs and other
benefits have provided for strong, healthy andifadole development of
small scale business in America.

Government Departments and Agencies contributedeinsely towards
formulation and implementation of supporting polgtatements for the
development of small-scale business in AmericBhe America
Department of Commerce has pioneered a lot oflEgss in support
of small-scale business. The Small Business Aditnatisn was created
by the American specifically to serve small-scatens. Its support
ranges from management and financial assistandel in securing
government contracts.

3.5.3 Entrepreneurship Development in Developing Countrie of
Africa

In the period after independence, many developioguntries of
Africa attempted to achieve industrializationAdfica attempted to
achieve industrialization through public investment large-scale
business. The budgets and development pldnshese countries
were tailored toward investment in elephant prgjeetith little
economic viability and market prospect. Majority toese large firms
were unable to succeed without heavy protection aobsidies.
Economic recession and subsequent structural ad@mét policies
affected the performance of many of these largeparations. In
addition, the budgetary constraints of these caemtand policy shift
toward privatization have made the various govemmeof the
countries to look increasingly into the private teedo lead in future
industrialization.

Specifically, the development of small-scale indestin Nigeria started
in the middle of 1970s. Several attempts have lmeade to establish a
viable and successful small-scale industrial clendtor instance, the
establishment of Centre for Management Developmient1978.
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Promotion of the formation of Nigerian Associatioh Small Scale
Industrialists. The various roles of government najges such as
Nigerian Bank for Commerce and Industries NBCI,idl#l Directorate
of Employment (NDE), Federal and States Ministry @dmmerce,
Federal Ministry of Employment, Labour and Produitti National

Youth Service Corps (NYSC), Higher Institution efthese agencies
organized seminars, conferences and workshops teelape
entrepreneurs by tapping their latent talents ideorto reduce the
mounting rate of unemployment.

In addition to these agencies, monetary guidelofesuccessive annual
budgets also guarantee sectoral allocation of lalle funds to the
small-scale industrialists. In fact, banks like skiBank of Nigeria,

United Bank for Africa, Nigerian International Baretc. were once
selected disbursing banks for small-scale industtsa Meanwhile,

absence of authentic and up-to-date informatiotherrole of small and
medium enterprises has affected the performancéuaian of this

sector; however, available evidence indicates that sector makes
considerable contribution. A survey conducted by Migerian Social
and Economic Research (NISER) suggested that swalk- industries
accounted for 45% of industrial employment in thergry.

3.6 Importance of Entrepreneurship Development

Economists and managers recognize the contributidnsmall-scale

industries to the development of the society inegahand individuals in

particular (Ekpeyoung 1987, Aluko et al 1972, La@92, Baumback
1982. Stoner et al 1995, Steinhoff 1982). The argusput forward to

justify the expansion of small scale industriesaadesirable strategy
for industrial and technological development ineud

(i) Small-scale industries will assist in developingdigenous
entrepreneurial and managerial skill.

(ii) Small scale enterprises as a labour intensive tngdage likely to
be consistent with employment and income distrdouti
objectives.

(i)  Small-scale industries enhance the exploitation uotapped
industrial opportunities. (iv) Flexibility of smadicale enterprises
enhances their adaptation to change.

(v) Small-scale firms create for widely dispersionmdustries in the
society and therefore enhance regional economénbal

(vij  Existence of small-scale industries preserves ctiigre and
prevents monopoly regional economic imbalance.

(viij  Higher value added to domestic economics

(viii)  Production of intermediate goods required by large
enterprises.
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(ix)  Promotion of effective domestic production
(x) Moderation of rural urban migration
(xi)  Promotion indigenous technology.

3.7 Entrepreneurial Development in Nigeria

While these statistics bide well for the countrgtsonomic prospects,
they also serve to reaffirm the vital importandeemtrepreneurial
development in achieving that potential.

3.7.1 Past Entrepreneurship Developments

According to Osalor (2008), people of the Ibo comityin Nigeria are

considered one of the oldest entrepreneurs in rigistbeir expertise

stretching back to times before modern currency taade models had
developed elsewhere on the planet. In the moeeent past,
Nigerians adapted their natural talents to evobagitional businesses
and crafts that have sustained most of the cosmuyal and urban poor
for the better part of the last half century. White oil boom of the '70s
brought in billions of petrodollars, most of theountry's population
remained untouched by the new-found prosperitynkbhdo widespread
political corruption and catastrophic economic mas@gement.
Because of these and other factors, the World Bstiknates that 80%
of oil revenues benefited just 1% of the population

Most of Nigeria's current woes trace back to adnistoverdependence
on oil to the negligence of all other sectorsjuding customary trades
and agriculture. Decades of non-inclusive policéignated the vast
majority of Nigerians, plunging the country intordasma of extreme
poverty and ravaging civil and political strife. dlclimate of economic
stagnation spawned a mammoth informal economy ¢batinues to
sustain the bulk of Nigeria's 148 million peoplé.id a measure of
Nigeria's inherent entrepreneurial capacity thais informal,
unorganised sector presently accounts for 65% ais&r National
Product and accounts for 90% of all new jobs.

All these factors have tremendous relevance foreha(s future
prospects, even more so considering the extenffiefab neglect and
lack of assistance and infrastructure that the tgisnindigenous
entrepreneurs have had to overcome. Harnessinigftrenal economy
and leveraging its full potential is a prerequidie Nigeria to emerge
from the shackles of its Third World legacy.

3.7.2 The Future of Entrepreneurial Development in Nigera

It is not as if Nigeria's hopes of economic supd@yaest on individual
optimism and enterprise alone. Right after the gtitement of
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democracy in 1999, the government of former pregid®@ Obsanjo
unveiled ambitious plans to take the sub-Saharaiom#o the top 20
world economies by 2020. Abuja is also a signatayythe UN

Millennial Declaration of 2000 for the achievemeaituniversal basic
human rights - relating to health, education, gneland security - in a
time bound manner by 2015. Both objectives preseammoth

challenges for Nigeria in terms of reversing pashds and evolving
innovative strategy for sustainable and inclusin@agh.

The primary focus of Obasanjo's policies centred amcelerated

development through entrepreneurial education (@whize made

mandatory for college students of all disciplineahd the creation of
conditions favourable to a new business regime builinnovation and

adaptability. The federal government has sinceiaieitl successive
programmes aimed at promoting enterprises througespread use of
technology and socially relevant business modéig. 8xtent of success
of these and other measures, however, is stillttemaf debate.

According to the 2007 Gallup poll, 69% of respondegulanning new
businesses had no intention of registering thegrafons, indicating
they would still prefer to be part of the informatonomy. In light of
Nigeria's long-term goals, this is certainly bagvae

3.7.3 Obstacles to Enterprise Development

Osalor (2008) states that disinterest in finenal economy reflects
the status of Nigeria's policies and tax regimieich have long been
deemed detrimental to the growth of viable entsg®i Even more
disturbing is the fact that this continues to be ttese despite the
energetic reforms process initiated after the retfr democracy. It is
more than evident that piecemeal measures aguah® meeting the
challenges that Nigeria has set itself up to.

The following are the most important obstacles rfgcirapid
entrepreneurial development:

Absence of a pro-active  regulatory environment that
encourages innovative enterprise development ajrigsroots level.

Significant infrastructural deficits (especiallyttviregards to roads and
electricity) and systemic irregularities inimicaldmall businesses.

The presence of administrative and trade barrteas tcurtail capacity
building and inhibit access to technical support.

Absence of regulatory mechanisms for effective sigét of enterprise
development initiatives, especially those in theNESspace.
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Poor access to vocational and skills-developmexitrg for rural and
urban youths involved in the informal economy.

Rampant political and bureaucratic corruption, tbgewith the absence
of social consensus on important macroeconomicyp@sues.

More than 73% of Nigerians featuring in the Galkyrvey conceded
access to finance was the single-most importandléun the way to

setting up successful enterprises. More tellintpésfact that about 60%
of respondents claimed that current policies, desiie government's
focus on enterprise development, do not make i &astart a business
in Nigeria.

3.7.4 Some Additional Factors to Consider

Forbes Magazine recently sat down with Lagos Bsirtgchool's Peter
Bamkole to discuss the current obstacles facingriagp Nigerian
entrepreneurs. The interview outlines three majoblems:

Constrained access to local and international nsrkeéhat stunt
entrepreneurial expansion and proliferation.
Severe infrastructure deficits (mainly of power aeléctricity) that
hamstring both new and existing businesses.

Inadequate access to finance and the absence wddé policy that
addresses the specific needs of enterprises.

The road to Nigeria's emergence as an economiasuper is muddy
and treacherous. More than just optimism, it cldisclever economic
maneuvering that will help turn the country's forts around for good.

To individuals, the advantages of entrepreneurshipsmall-scale
business that result into self-employment include:

(i) Personal satisfaction. The individual entrepremneilirdo what he
wants with his life.

(i)  Entrepreneurship in small-scale businesses guasriteedom
for individuals.

(i) It also guarantees exclusive control ofincome

(iv)  Small scale business may offer job security foratvaers

(v) Social status of entrepreneurs may be improved bgns of
entrepreneurship in small scale business.

Meanwhile, some of the alleged disadvantages akepreneurship in
small-scale industries include:
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(i) The possible loss of investment capital if the bass fails.

(ii) Uncertainty of income

(i)  The possibility of operating in stressful condisordue to
excessive long hours of work by the entrepreneur.

(iv)  Majority of small-scale industries have the tendeidail easily.

4.0 CONCLUSION

In conclusion, it worth noting that the historyf ¢he industrialized
world pays tribute to the contribution madethg small scale
entrepreneurs. The entrepreneurship developme®iriarica, Japan,
India and Taiwan to mention just a few has recordedsiderable
success. In fact, the successes recorded made sueraational
agencies like World Bank, IMF and so on to adopPEDodels of some
of these countries, for developing countries.

Attempts to create entrepreneurship culture in Nagey means of EDP
have not achieved the desired goals. Despite theding, the

programmes have not been able to tap, temd successful
entrepreneurs. Meanwhile, a critical look at emeapurship

development in most of the industrialized nationdl weveal the

sequence of EDP in these countries. Majoritthe industrialized

nations once focused their effort on promotiond @evelopment of
giant industries, which resulted into structurabatance, and through
appropriate policy framework, the development of alifecale

enterprises that formed the basis of the industira technological
growth was put in place.

The implication from the foregoing analysis is thtéarough well
coordinated and administered entrepreneurship derednt programme
and appropriate institutional framework, Nigeria ncadevelop
entrepreneurship culture that will form thasis of the country's
technological and industrial growth.

5.0 SUMMARY

In this unit, we have,

. discussed Entrepreneurial Development: Concept Gouttext;
discussed Evolution, Frontiers, divergence & Stdgna
o explained  Alternative  Approaches to  Entrepreneurial

Development; described entrepreneurship as an ratieg
behavioural framework; listed and discussed theepnéneurship
development

. stages;stated the  Importance of entrepreneurship

. development; discuss entrepreneurial development in
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Nigeria.

In the next unit, we shall discuss the qualitieareloteristics, types and
functions of entrepreneurship.

6.0 TUTOR-MARKED ASSIGNMENT

1. Discuss briefly the various stages of entrepreaédavelopment.

2. List and discuss some of the importance entrepraeu
development.

3. Does entrepreneurial development have any shortaysfiList
some of them.

4. List four key elements identified in the intative

behavioural framework of entrepreneurship.
5. What are the challenges of entrepreneurship dewedap in
Nigeria? How do you see the prospects of ERigeria?
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UNIT 5 CHARACTERISTICS, TYPES AND FUNCTIONS OF
ENTREPRENEURS
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1.0 INTRODUCTION

In this unit, we discussed the concept and ctntd entrepreneurial
development; discussed evolution, frontiers, djeace & stagnation;
explained the alternative approaches to entrepreedevelopment;
described entrepreneurship as an integrative betiali framework;
listed and discussed the entrepreneurship developiSeages; and
stated the importance of entrepreneurship developme

In this unit, we  shall discuss the
qualities/characteristics, types and functionsrafepreneurship.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o list and discuss the characteristics of entrepnenealassify the
entrepreneurs by types;
o enumerate and explain the functions of entrepreneur

3.0 MAIN CONTENT
3.1 Entrepreneur’s Characteristics

The most significant influence on an individualecion to become an
entrepreneur is workplace peers and the social ositign of the
workplace. The ability of entrepreneurs to innovedéates to innate
traits such as extroversion and a proclivity faskitaking. According
to Schumpeter (1934), the capabilities of innovgtimtroducing new
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technologies, increasing efficiency and productivdr generating new
products or services, are characteristics of ergreurs. Entrepreneurs
are catalysts for economic change. Research hasl fentrepreneurs to
be highly creative with a tendency to imagine netons by finding
opportunities for profit or reward (Olakitan, 2011)

There is a complexity and lack of cohesion betwesearch studies that
explore the characteristics and personality traffsand influences on,
the entrepreneur. Most studies, however, agree ttteat are certain
entrepreneurial traits and environmental inflees that tend to be
consistent. Although certain entrepreneurial traitare required,
entrepreneurial behaviours are dynamic and infladncby
environmental factors. Shane and Venkataraman {[2@dQue the
entrepreneur is solely concerned with opportuniggognition and
exploitation; although, the opportunity that isagnised depends on the
type of entrepreneur which Ucbasaran et al. (20fxbue there are
many different types dependent on their businasd personal
circumstances. However, it should also be noted thare are
approaches that appear highly critical againstnzdd conceptions of
entrepreneurs. For example, there are views thabwe pertinent
conceptions to scholarly prejudices, such as uistezllly voluntaristic
preconceptions on how a "normal" economic agenthbug behave
(Ramoglou, 2011; Gartner, 2001).

Psychological studies show that the psychologicapensities for male
and female entrepreneurs are more similar thareréift. Perceived
gender differences may be due more to gender $yping. There is a
growing body of work that shows that entreprenéubahavior is

dependent on social and economic factors. For ebarmopuntries which

have healthy and diversified labour markets ongjey safety nets show
a more favourable ratio of opportunity- driven eaththan necessity-
driven women entrepreneurs. Empirical studies ssigéfeat women

entrepreneurs possess strong negotiating skillscangensus-forming
abilities.

Starting from the time of report of the fascinatsigdy of entrepreneurs
by McClelland (1961) in which he came out with at liof nine

characteristics of the entrepreneur; several owrgers have equally
illuminated the list of entrepreneur charactersstidMcClelland (1961)
listed the following characteristics of entrepreneweed for

achievement, desire for responsibility, preferefme moderate risks,
perception of probability of success, stimaatiby feedback,
energetic activity, future orientation, skill in ganizing and attitude
toward money. Kets De Vries (1985) listed needdontrol, sense of
distrust, desire for applause and balancing inteand external lives.
Stevenson and Gumpert (1985) presented imaginaflexibility and
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willingness to accept risks as characteristics esftrepreneur. Gartner
(1989) in a review of literature reported seveistisl of characteristics
of entrepreneurs. Kao (1991) identified the followicharacteristics of
entrepreneur.

Total commitment, determination and perseveranc&uGded risk

taking and risk seeking Seeking and using feedbadng initiative

and personal responsibility Opportunity and goakmted, Drive to

achieve and growth Persistent problem solving Remland sense of
humour, Internal locus of control,Low need for ss&and power and
integrity and reliability

Earlier on, Hornaday (1982) produced a list of yotivo (42)
characteristics which were often attributed to epteneurs; they are
contained in table two below.

Table 2: Characteristics often attributed to enm#apurs

1. [Confidence 22| Responsibility

2. |Perseverance 23. Foresight

3. |Energy, diligence 24, Accuracy, thoroughly

4. [Resourcefulness 25. Cooperativeness

5. |Ability to take calculated risk 2G. Profit orientat

6. |[Dynamism, leadership 27Ability to learn from
mistakes

7. |Need to achie\ 28. |Sense of power

8. |Optimism 29.| Pleasant personality

9. [Versatility, knowledge  of 30 |Egotism

product market,
machinery, technolog

10. (Creativity 31 | Courage

11.Ability to influence others 32| Imagination

12.|Ability to get along well with people 33. Perceptness

13. [Initiative 34 | Tolerance for ambiguity

14. Flexibility 35. |Aggressiveness

15. [Intelligence 36.| Capacity for enjoyment

16. (Orientation to clear goal 371. Efficacy-effectiveses

17.Positive response to challenge 38. Ability to tnustkers

18.Independence 39 Sensitivity to others

19.Responsiveness to suggestions 40 |Honesty, integrity

criticism
20.[Time competence, efficiency 41 Commitment
2 |Ability to make decisions quickly 42 Maturity, balze
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Source: Adapted from Kuratko D.F and Hodgets R200().

Min (1999) produced a list of ten top charactessstof entrepreneurs.
Table 3: The top ten Characteristics of today Eméneeurs
1. Recognize and take advantage of opportunity
Resourceful
Creative
Visionary
Independent thinker
Hard worker
Optimistic 8.
Innovator
9. Risk taker 10.
Leader

NoukwnN

Source: Min, S.J. (1999) made not born, entreprersduthe year
magazine, vol, 80.

The characteristics of entrepreneur as seen framwibrks of writers
cited above were examined from two dimension. Thasefrom the
negative side as shown in the work of Kets Ded/(1985) and from
the positive perspective as reflected in the warkshe other writers.
Several skills have been described as chastateof entrepreneur.
These include: organizing, planning, innovationpen control, goal
setting, risk taking, decision making, communicatiodelegation,
interpersonal relations, reality perception, selfonfidence and
independence. The self-confidence and independere=ilt in
additional characteristics, which is lack of feafrfailure to a very high
extent. It is should be noted that the list mirepreneur characteristics
given above are by no means exhaustive, but ghayide significant
information on one of the dimensions of entrepren®de shall now
examine some of the cited characteristics of ergregurs from both the
bright or positive and the dark or negative sides.

3.1.1 Bright Characteristics of Entrepreneur It includes the
following:

The need for achievement, Desire for responsibilRyeference for

moderate risks, Perception of Probability of sgsgeStimulation by

feedback, energetic activity, future orientatioRills in organizing,

attitude toward money, commitment, determinatioth @erseverance.

3.1.2 The Dark Characteristics
The dark side of entrepreneur exists which are ideitshe above

discussed ones, focusing on successes and achgeridets de Vries
(1985) discussed the existence of negative factbes may affect
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entrepreneur and dominate their behaviour. This edsion of
entrepreneur has destructive source existing inetiergetic force of
successful entrepreneur. In general, Kets de \(1i685) classified the
dark side into four types, need for control, seosdistrust, desire for
applause and balancing the internal and externasliof the
entrepreneur. Kuratko and hodgetts (2001) recladsthem into three
broad categories; entrepreneur’s confrontation wgk, entrepreneur’s
stress, and the entrepreneur’'s ego. Let us exathema one after the
other:

3.1.3 Entrepreneur’'s Confrontation with Risk

The entrepreneur’s actions of starting or buyingea business involve
risk. Increase in risks has corresponding increase rewards.

Consequently entrepreneur tends to evaluate riskotighly and

carefully. O’'Neal (1993) notes that people who waite and start new
businesses are willing to accept risk for what theljjeve in. He notes
that they have the ability to cope with a careerainded in ambiguity,
consistent lack of clarity. They have the urge td fheir imprint on

their innovation.

Although unbridled ego can be destructive, entrepues ego is
wrapped up in the enterprise. All of these tema&dampound the risk
faced by the entrepreneur. Baty (1974) identifiecbé types of risks
facing the entrepreneur; these are financial risageer risks and
personal. Liles (1974) also listed four types oskrifaced by
entrepreneur these are financial risk, career feskily/social risk and
psychic risk.

3.1.4 Entrepreneur and Stress

The achievement of entrepreneurs’ goals for inddpeoe, wealth,
work satisfaction, responsibility etc are not with@ price, (Akande,
1996). They result in some problems for the enaepur. Akande
(1996) note that majority of entrepreneurs studmedl problems of
backaches, indigestion, insomnia or headaches.ch@\e their goals
entrepreneurs were prepared to live with thesectsfief stress. Stress in
general is great worry caused by difficult situatior something that
causes this situation (Ogundele, 2005).

Entrepreneur’s Stress: Stress is a function ofedifices between an
individual expectations and capacity to meet demamohd also
differences between the individual's expectationd personality. The
inability to meet role demands causes the onset dftress.
Entrepreneurs’ work demands and expectations fegezktheir abilities
to perform as organization creators; therefohey are prone to
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experience stress.

The entrepreneurs’ roles or functions noted eadreand the operating
environment can lead to stress. The creation oéw arganization by
entrepreneur involve several risks namely; financtareer, family,

social and psychic. Added to these are communigatimd interacting
with several external constituencies, ranging framstomers, suppliers,
government agencies, regulators, professional &ggots, consultant
etc. These are also his/her relations with memobgnsternal team. All

these are stressful.

3.1.5 The Entrepreneur Ego

The last of the dark side of the entrepreneurésitfiated ego, coming

after the risks and the stress, and they combingatke complete picture
of the negative side of entrepreneur. Kets de \(i885) note that some
characteristics of entrepreneurs that lead to ssccan be carried to the
extreme and thus result in destructive implicatitoighe entrepreneurs.
They are: Need for control sense of distrust, @esir success and
unrealistic optimism.

3.1.6 Start Small Finish Big

Deluca & Hayes {2000}, outlined Fifteen Key LessdBased on their
personal experience as a micro entrepreneur, amdexperiences of
twenty one other micro entrepreneurs, they willrehwith you the
Fifteen Key Lessons that will help you start snzedd finish big. These
lessons are:

1. Start Small. It's better than never starting atall

2. Earn a Few Pennies. It's good practice before yaun éhose
dollars.

3. Begin With an Idea. There’s probably a good onétrignder
your nose

4. Think Like a Visionary. Always look for the Big Rize.

5. Keep the Faith. Believe in yourself and your bussheven when
others don't.

6. Ready, Fire, Aim! If you think too much about ipyymay never
start.

7. Profit or Perish. Increase sales, decrease costghiig less and
your business will perish.

8. Be Positive. The School of Hard Knocks will beatiyless and
your business will perish.

9. Continuously Improve Your Business. It's the stbeway to

attract customers, and generate sales and.profit
10.  Believe In Your People. Or they may get even witl.y
11.  Never Run Out of Money. It's the most importantskas in
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business.

12.  Attract New Customers Every Day. Awareness, Taall Usage
work every time.

13.  Be Persistent: Don’t Give Up. You only fail if yayuit.

14.  Build a Brand Name! Earn your reputation.

15.  Opportunity Waits for No One. Good or bad, brealesvehat you
make them.

Why are these lessons valuable? Because if yoawalhem, you are
more likely to be successful in the developmenyafr business. These
are the lessons we learned while building Sub-vaag they are the
same lessons that many other micro entreprenews learned and
applied, too. If you plan to grow your business dred/ a one or two
person enterprise, there will be other lessonse#wnl, of course. But
these Fifteen Key Lessons will help you get staréedl keep you
focused.

3.1.7 Entrepreneur Behaviour

Behaviour ordinarily consists of activities, intefians, sentiments and
performance of individuals and groups (Bello, 198Bnhtrepreneur
behaviour therefore refers to the activities, actianteractions,
sentiment and the performance of entrepreneursdbas a set of
characteristic, attitudes, motivation and the fiord performed in
relation to relevant environmental issues of c@using and facilitating
dimensions. Singh (1986) notes that EntrepreneBeahviour (EB) is a
function of an individual's personality charactédsand environment
factors. This was represented as EB = F (P, E)e&vher

P
E

= Personality Characteristics

= Environmental Factors.

He states that the environmental factors could ibeerenurturing or
impediments. These factors include; social/psyafiold factors
including family, peer group, formal and informalssaciations,
financial, material availability, technology avdilaty/applicability
political legislation etc. The Personality charastees refer to the
dimension of entrepreneur that is analyzed in tleegreding segments.
Ducker (1977) examine innovative attitude, in peopind performance,
he asserted that innovation is attitude and practice practice here
refers to behaviour.

Steveuson and Gumpert (1985) Stevevson and Sah{tr®8v), and
Stevenson and Groubeck (1994) look at entreprebebmaviour as a
continuum with two extremes. At one extreme is Bremoter type
manager who feels confident of his/her ability ®ize opportunity
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regardless of the resources under current confblthe opposite
extreme is the trustee type manager who fost#icsent management
by emphasizing the efficient utilization of exigjinresources. The
“promoter” is regarded as typical (entrepreneur)owis driven by
perception of opportunity, in contrast with theu4tee” regarded as
administrator who (administrate) and is driven lgaurces currently
controlled.

An entrepreneur is an owner or manager of a busieagerprise who

makes money through risk and initiathtdN0t® 11 The term was
originally a loanword from French and was fidgfined by the
Irish-French economist Richard Cantillon. Epteneur in English
is a term applied to a person who is willing tdph&aunch a new
venture or enterprise and accept full responsgybiir the outcome.
Jean-Baptiste Say, a French economist, is beliévdthve coined the
word “"entrepreneur” in the 19th century, when hdindd an
entrepreneur as "one who undertakes an enterpéespecially a
contractor, acting as intermediatory between chaitd labour".

3.1.8 Profession

Entrepreneurs become what they are for severalomsasMany,
depending on the person, choose to do so to avoittplace drama,
discrimination, being taken advantage of, or jusbé their own boss.
No formal education is required to become an engregur, as they rely
on their own knowledge and talent to achieve sus&cEstrepreneurs
have a lower risk of being set up to fail or cotiéw due to the fact that
they are often their own boss. Knowledge of onekl fidetermination,
talent, the ability to recover from bad situatiorisjsted peers and
collaborators, supply and demand, and luck aremafiortant factors in
becoming a successful entrepreneur (Wikipedialp01

3.1.9 Leadership attributes

The entrepreneur leads the firm or organization alsd demonstrates
leadership qualities by selecting managerial skd&nagement skill and
strong team building abilities are essential legllgr attributes for

successful entrepreneurs. Scholar Robert. B. Reiokiders leadership,
management ability, and team-building as essemjisdlities of an

entrepreneur. This concept has its origins in thekwof Richard

Cantillon in his Essai sur la Nature du Commercg18i55) and Jean-
Baptiste Say in his Treatise on Political Economy.

Entrepreneurs emerge from the population omatel, and become
leaders because they perceive opportunities ablailand are well-
positioned to take advantage of them. An entrepremay perceive that
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they are among the few to recognize or bde atp solve a
problem. Joseph Schumpeter saw the entrepreneumasators and
popularized the uses of the phrase creative déstruto describe his
view of the role of entrepreneurs in changing bessnnorms. Creative
destruction encompasses changes entrepreneurintyaotakes every
time a new process, product or company enters Hrkets.

3.1.10 Theory-based Typologies

Recent advances in entrepreneurship research ftaditdaat the
differences in entrepreneurs and heterogeneitheir tbehaviours and
actions can be traced back to their founder's tityeror instance,
Fauchart and Gruber (2011, Academy of Managememtndd have
recently shown that -based on social identity tiiecthree main types
of entrepreneurs can be distinguished: Darwini@@mmmunitarians
and Missionaries. These types of founders not odilyerge in

fundamental ways in terms of their self-views arukit social

motivations in entrepreneurship, but also engaigky @ifferently in new

firm creation.

3.2  Types of entrepreneurs

The literature has distinguished among a rermif different types
of entrepreneurs, for instance:

3.2.1 Social entrepreneur

A social entrepreneur is motivated by a desire étp,himprove and
transform social, environmental, educational anonemic conditions.

Key traits and characteristics of highly effectisecial entrepreneurs
include ambition and a lack of acceptance oé thtatus quo or
accepting the world "as it is". The social entreyene is driven by an
emotional desire to address some of the big scama economic
conditions in the world, for example, poverty andlueational

deprivation, rather than by the desire for pro8bcial entrepreneurs
seek to develop innovative solutions to global peots that can be
copied by others to enact change (Wikipedia,

2010).

Social entrepreneurs act within a market aimingreate social value
through the improvement of goods and services edfeto the
community. Their main aim is to help offer a betservice improving
the community as a whole and are predominately asmon profit
schemes. Zahra et al. (2009: 519) said that “s@n&iepreneurs make
significant and diverse contributions to their conmities and societies,
adopting business models to offer creative solstitm complex and
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persistent social problems”.
3.2.2 Serial entrepreneur

A serial entrepreneur is one who continuously coogesvith new ideas
and starts new businesses (Wikipedia, 2010). Inntledia, the serial
entrepreneur is represented as possessing a lpghy@ensity for risk,
innovation and achievement. Serial entrepreneuesnaore likely to
experience repeated entrepreneurial success. Tieeynare likely to
take risks and recover from business failure.

3.2.3 Lifestyle entrepreneur

A lifestyle entrepreneur places passion beforeipvdien launching a
business in order to combine personal interests tateht with the
ability to earn a living. Many entrepreneurs mhbg primarily
motivated by the intention to make their bussgsofitable in order
to sell to shareholders. In contrast, a lifestylrepreneur intentionally
chooses a business model intended to develop rawdtheir business
in order to make a long-term, sustainable and eidéiking working in a
field where they have a particular interest, passialent, knowledge or
high degree of expertise (Wadhwa, 2010). A lifestghtrepreneur may
decide to become self- employed in order to aehigreater personal
freedom, more family time and more time workimg projects or
business goals that inspire them. A lifestyleepreneur may combine
a hobby with a profession or they may specificdigide not to expand
their business in order to remain in control ofitheenture. Common
goals held by the lifestyle entrepreneur includmiag a living doing
something that they love, earning a living in aywlaat facilitates self-
employment, achieving a good work/life balance amehing a business
without shareholders. Many lifestyle entrepreneuesvery dedicated to
their business and may work within the creatinelustries or tourism
industry (Peters, Frehse and Buhalis (2009), eleepassion before
profit approach to entrepreneurship often pievaihile many
entrepreneurs may launch their business with ar dgd strategy, a
lifestyle entrepreneur may deliberately and consslip choose to keep
their venture fully within their own control. Lifegde entrepreneurship is
becoming increasing popular as technology provigesll business
owners with the digital platforms needed to readarge global market
(Wikipedia, 2010). Younger lifestyle entrepreneutgpically those
between 25 and 40 years old, are sometimes refdoaeds Treps
(Goodman, 2011).

3.3  Functions of Entrepreneur

Many writers on entrepreneurs have used thetifums performed by

71



ENT 408 ENTREPRENEURSHIP AND GERISSUES

the entrepreneur, to explain who the entreprereushingan (2003)
notes that the functions of an entrepreneur haveengone many
changes at the hands of economists. Somrogtsts contend that
the function of the entrepreneur is to undertakksriand uncertainty, to
others the coordination of productive resources, Schumpeter,
introduction of innovation, further, others focus provision of capital.
Kilby (1971) listed 13 functions that were perfoanéy Nigerian
entrepreneurs. They are contained in the segmemaoagement theory
of entrepreneur. Fadahunsi (1992) summarized tmonli0 functions.
These are:

=

Searching for and discoveringnew information

Translating new information into new market, tecjugs and
goods.

Seeking and discovering economic opportunities.

Evaluating economic opportunities

Marshalling financial resources necessary for titerprise
Making time-binding arrangement, time management

Taking ultimate responsibilityfor management

Providing for being responsible for motivationakstm within
the firm

9. Providing leadership for the work group

10.  Taking the ultimate risk of uncertainty.

N

O NV AW

Others have classified the function into economsmcial and
technological spheres (Owualah, 1999 and Ogundé#}).

3.3.1 Social Functions of Entrepreneur

1. Transforming traditional indigenous industry into raodern
enterprise.

2. Stimulating indigenous entrepreneurship, the
entrepreneur has in his employment potential sival

3. Jobs or employment creation in the community

4. Provision of social welfare service of redistrilmgtiwealth and
income

5. Providing leadership for the work group

6. Providing for and responsible for the motivatiosgstem within
the firm

3.3.2 Economic Functions of Entrepreneur

1. Marshalling the financial resources necessaryterenterprise or
mobilizing saving

2. Bearing the ultimate risk of uncertainty.

3. Providing avenue for the dispersal and diversiiozat of

economic activities.
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4, Utilization of local raw material and human resasc

4.0 CONCLUSION

We have observed from our study of the unit thateghis a complexity
and lack of cohesion between research studies d¢ixptore the

characteristics and personality traits of, and uiefices on, the
entrepreneur. We note that most studies, howegeeeathat there are
certain entrepreneurial traits and environmentiu@mces that tend to
be consistent. We also note that although certatrereneurial traits
are required, entrepreneurial behaviours are dynamd influenced by
environmental factors.

We listed and discussed the characteristics ohamegreneur, classified
entrepreneurs by types and enumerated the funati@rgrepreneurs.

5.0 SUMMARY

In this unit, we have,

listed and discussed the characteristics of erdgreurs; classified the
entrepreneurs by types;

enumerated and explained the functions of entreomsn

In the next unit, you will be introduced to yet #mer interesting topic
titled ‘history of entrepreneurship in Nigeria’.

6.0 TUTOR-MARKED ASSIGNMENT

1. List the characteristics of entrepreneurs that kmaw of.

2. Enumerate the types of entrepreneurs and discehsoéthem.

3. What are the functions of entrepreneurs? List aaduds each of
them.
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Module 2

Unit 1 female entrepreneurs in Nigeria (gwagwaléa)
unit 3 gender studies

Unit 2 biological theories of gender

Unit 4 Gender Differences in Entrepreneurship
Unit5 Entrepreneurship theories and models

UNIT 1 FEMALE ENTREPRENEURS IN NIGERIA
(GWAGWALADA FCT)

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Nature of Women'’s Enterprises
3.2 Types of Entrepreneurs
3.3  Nature of Women'’s Enterprises
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

It is believed that women are naturally endued it capacity to do
domestic duties and material roles while men werbd breadwinners.
At the playground in those days in the village, g children gather
leaves and sticks (used as firewood) to prepanefptad while the male
children use mud to build their little castles. §imdirectly tells the girl
of her future role in the upkeep of the home. A vaonhas four eyes:
two at the front and two at the back. Folorunsh60@®), posit that
people are born male or female, grow up to becooysob girl and take
up roles as man or woman.

Non-Governmental Organizations (NGOs) and the Guowent of the
day support on girl-child training has greatly ched the idea of women
staying at home to nurture and care for the homby. dreminist
anthropologist, biologists and psychologists hawplered what had
been held as the universal truths about womenig@@Wilson 1991).
The number of women in the labour force is on tieegase. It would be
more in the 21st century. Projections for the pei®90-2005 indicated
that men will leave the labour force in greater bemthan women by
more than 4 million (Kuratko & Hodgets 1995). Thasea gradual
increase in the number of women employed in thd service from
10% in 1990 to 14% in 2005 (Federal Office of Stats, 2006). It has
been observed that the number of Nigerian femaletdds and Dentists
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has considerably increased between 1980 and 19621(@97).

Gender inequality has reduced to a large extentNigeria. The
President Obasanjo’s administration set a trendgyointing women
into major positions and this trend has continu¥domen have
contributed immensely to productive activities artbus have
contributed more to overall development in Nigeri&®Vomen
entrepreneurial activities have a positive sodialot for the women and
their social environment.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. Understand the problems of Gender Inequality

o list and discuss the Nature of Woman’s Enterprisesligeria
and Africa at Large ldentify the impact/ Charadtes of
Woman Enterprises in Nigeria and Africa at Large;

o enumerate and explain problems faced by Womartiegrmses.

3.0 MAIN CONTENT
3.1 Nature of Women’s Enterprises

Entrepreneurs: are defined by the World Bank apleewho perceive
profitable opportunities, are willing to take risks pursuing them and
have the ability to organize a business. In egbensees entrepreneurs
as ordinary human beings who have developed cestdlls, attitudes
and behaviour, which enable them to perform thalies in the society
(Inegbenebor, 2006). According to Meredith, Nelsord Neck, (1996)
entrepreneurs have abilities, which apply to a wateye of careers.

The term women entrepreneurs refer to a wide raoigevomen-
owned/run Enterprises. A woman-owned business iA $Slefined as
a small business that is at least 51 percent ownadaged and operated
by one or more women (Women’s Business Ownership 204 as
guoted by Okojie, 2006).

Women entrepreneurs are those women who are invatvstarting and
owning a business. Enterprise can be an organizaspecially business
firm ranging from micro, through cottage, small amedium scale
industries. The definition given to each of thenpeleds on their asset
base and on a particular country.

Women-owned businesses are mainly in the servic®rse others are

wholesale and retail sectors, finance, etc. fomgx{as, cassava milling,
hair and beauty salon, catering services, groundiiytroduction and
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fashion design, etc.
3.2 Types of Women Entrepreneurs

The type of women entrepreneurs depend on two sssuist are those
attached to conventional entrepreneurs idea irficime of individualism
and self reliance and those whose willingness te@icconventional
gender roles subordinate them to men.

(i) Conventional Entrepreneurs: There are those who hagkly
committed to both entrepreneurial ideas and conwealk gender
role.

(ii) Innovative Entrepreneurs: Are those who hold strbegef in
entrepreneurial ideas but who had a relatively &tachment to
conventional gender roles.

(i)  Domestic Entrepreneurs: Are those who organize thesiness
life around the family situation and believe veriroreg in
conventional female roles and hold low attachmeot t
entrepreneurial ideas. From a research conducted®dwerly
kitching and Atsese worldie (2004) they arrivedheg following:
agriculture, manufacturing, hotel/catering, edwrati and
trade/retailing (see table 1). In Lagos female nganacomprised
21% in agriculture and 48% in education, 10% idérand retail
and only 6% in finance and services. In Abuja, wonmanked
25% in Agriculture 42% in education, 15% in
trade/retail, only 5% of women held
management positions in finance/services.

3.3 Women Enterprises in Nigeria

The economic activities of most women are basethernformal sector
of the economy both at rural and urban areas. @agon may be due to
the fact that entry to informal sector is easy, apdn to all categories of
people. It include hairdressers, fashion designbesguty and skin
sailors, crafts making etc. The informal sectorclsaracterized by
reliance on indigenous resources, family ownersbip enterprise,

labour-intensive and adapted technology, unregiilated competitive

markets and skills can be acquired outside the dbreducational

system.

Most women are predominantly in the informal sediecause it does
not require any minimum level of education as ie formal sector;
second, they can combine their activities with dsticeresponsibility
and third is that it requires little capital to asiish most businesses in
the informal sector. The formal sector on the handittle bit more
difficult to enter. This is because it involvesextain minimum level of
education. It involves much capital and frequentiies in overseas
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ownership. There is operation of protected markedugh tariffs, trade
licenses etc.

3.4 Role and Contributions of Women Enterprises in Gmalgda,

Abuja(Nigeria) Women throughout all ages have made

significant contribution to their communities arf@milies. In
terms of agriculture, men married many wives maagades ago
to help them in their farm work. Women have alserbknown to
be involved in small scale, medium scale and getenterprise.
Women-owned enterprises are making good contahatin the
following areas in the economy:

(i) Economic: Job creation both for the women and stlcan be a
panacea for the increasing unemployment/under e/maat rate
in the country. Women are afforded opportunitiecieate their
own businesses and make adequate use of theirredogkills
and training.

(ii) Social: Women are contributing immensely to bothirtfiamilies
and the communities. Most of the women-owned ensap are
serving not only the communities but also largersibess
organizations. They also offer women the possiedit of
effectively managing their dual role as career wonaed as
mothers at home.

(i)  Political: Although politically, there are few women political
position. Encouraging women enterprise will consatidy help to
reduce the disparities between women and men iseréaeir
autonomy and allow them to play a more active rolethe
political and economic life of their country.

The importance of women entrepreneurs in the SamallMedium Scale
Enterprise (SME) cannot be over emphasized. Fwsinen own a
sizeable proportion of businesses across the glébeond is welfare
improvement for example agencies with welfare paognes including
programme against child trafficking, prostitutiomp®verty eradication,
etc. can use many women owned enterprises sinceewa@re mostly
affected by these activities.

Another rationale for the importance of SME is warseproductive

activities particularly in industries. This has rastly empowered them
but has enabled them to meaningfully contribute the overall

development of the economy. Their entrepreneurdligies in both

small and medium Scale production activities othie formal/informal

sector have added value to the economy and thalsagpects of the
women and their social environment. The implicatafnthese is that
women becoming both economically and socially engred.

In Gwagwalada, women play important roles in smatiterprise
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development. They are mostly involved in craftsaweg of sweaters
for school children, mat making; farming both protion of food crops,
fish farming and poultry, mortar and pestle makingtail and whole
scale trade.

Most businesses like skin scare and beauty busisgssosmetics,
restaurants, café, wholesale and retail shops ameed and run by
women in Gwagwalada (See table). From the studyicAfjure, Craft,
and business centre is represented by 5% resplgctitair dressing,
beauticians is represented by 4%; Catering, foodd drinks is
represented by 16%; 2% represents those involvedanufacturing,
and interior decoration respectively; 8% of thepmslents are into
tailoring business; 6% are into petroleum prodacid Education; while
42% are involved in sales of different items raggfrom food stulff,
clothing materials and household items.

Characteristics of Women Enterpreneurs in Gwagvealad

We shall discuss pull and push factors; also wdl $bak at personal

characteristics as and business characteristicenddusiness owners
can be characterized as young, married, collegeatiun and work

experience before and after opening up their owsinass, family and

educational background.

Many surveys have been carried out on male entneprs and little on
their female counterpart. Women entrepreneurs atbaducated. Most
of respondents are in either diploma programme art mlegree
programmes; others have graduated from secondadyotimers are
university graduates.

When asked whether they wish to go higher in tadircational pursuit
59.6% said no for now, 20.2% said yes and are dyréaa programme
respectively.

Reasons for Working in Business in Gwagwalada Woimenusiness
were interviewed at Gwagwalada and we got the ailg responses as
their reasons for going into business:

Pull and Push Factors in Women Entrepreneurship in
Gwagwalada(Nigeria)

(a) No Job: 11.9% of the respondents said that they wet able to
secure jobs either in a private or government éstabent. This
group believe that self employment gives them ntione to take
care of their family. According to this group oSpondents they
have remained unemployed for a long time and atewiling to
continue looking for job. 1.8% of the respondené&swlue to loss
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(b)

(c)

(d)

(f)

(g)

(h)

(i)

(i)

(k)

()

of job and 2.8% was as a result of having no jatbramhusband
Poor Salary: 6.4% of the respondents’ assert that dalary
earned from their employment is not enough theeeftirey
needed other means of making money in order to wothetheir
family challenges.

Desire for autonomy: 17.4% of the respondent tlmespondents
believe they can never work for anybody no mattev much the
person is ready to pay. They just want to be tbwin boss.

Self satisfaction: 22.0% of the respondents samt #Hre just
satisfied doing what they love doing best aparinfrine money
they make from it. 4.8% of the respondents justehaassion for
what they are doing. These women are mostly in &t sector
(e) Retrenchment: 1.8% of the respondents’ werectdtl by
rationalization by the government. They have neotheans of
livelihood but to go into business.

Family Support: 17.4% of the respondent entereal lnisiness to
complement their husbands’ effort. Some of the woised that
their husbands were out of job. According to thaeirthusbands
are not doing anything so they to go into businesupport their
kids.

Not willing to be confined as a housewife: 10.1%@gpondents
said they were tired of waiting for their husbardsgive them
money for even the diminutive needs.

Challenges: some of the respondents posit thatectygs from
inlaws and relatives has pushed some of them to their

business. Other challenges mentioned by some sttivmen
are that their husbands are not willing to givertheoney for the
up keep of the house.

Widow: some of the respondents that are widows #&it they
are not getting support from in-laws and relatiseghey go into
business.

Poor educational background: 4.8% of the womennirgeved

entered into business due to poor educational wackg and
they don’t want to be idle.

Money Making/ Profit: 100% of our respondents bediethat

they entered into business to make money. Over 8D%hese
women they entered into business because they kegrgeople
are making profit from such a business and theydam make
profit. Others believe that whether they make profinot they
just love what they are doing.

Increase in self confidence: Generally apart frgecic reasons
given over 90% of the women interviewed believet ttreeir

contributions to the society through their entregteial

activities give them self confidence
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Characteristics

We shall summarize the characteristics of womemeprgneurs from
the interview we conducted and interactions we math women
entrepreneurs, we discovered that women exhibitezl following
characteristics:

(i)

(ii)

(iii)

(iv)

(v)
(vi)
(vii)

(viii)

3.5

(i)

82

Need for achievement: The women interviewed neédezkcel,
do their job well and had need to measure personal
accomplishment. Most of them had flare for socedognition,
prestige and status.

Locus of Control Beliefs: That is the extent to whipeople
believe that their behaviours affect what happenthém. Need
to meet people’s needs by identifying gap in thenediate
environment. They set goals and do all it takesctueve these
goals. They are also focused. They compete wiblaimposed
and objective standard.

Risk Propensity: That is the degree to which anviddal is
willing to take chances and make risky decisionkeyl are
catalyst for innovation.

Self-esteem:- The extent to which a person beligvasshe/she is
a worthwhile and deserving individual. This is seley the
women'’s intention to seek high status entrepreatagctivities,
be more confident in their ability to achieve higHevel of
performance and derive greater intrinsic satisfactrom their
jobs.

Intrinsic job satisfaction: This is inherent saiisfon got from
being an entrepreneur

Internal locus of control: That is the belief thia¢y are in control
of what happens to them.

Self Efficacy: That is the extent to which a persopelieve in
his/her capabilities to perform a task. These woraghibited
high level of self-efficacy.

Education and Experience: Most women are acquskills and
a majority of the entrepreneurs have at least gmyneducation,
some secondary education and others are graduates.

Problems Faced by Women in Enterpreneurship

Finance: One of the major problems faced by female
entrepreneurs in Gwagwalada is ability to get ssde capital
especially start up capital. Most of the time tlremymplain by
most women is that guarantees required for extdmancing
may be beyond the scope of their personal assdtased it track
record. There is also the problem of being ablepénetrate
informal financial network.
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Stereotyping and disconnection affects most womiititya to gain

access to finance. It has been discovered that wsuter the effects
of financial and economic downturns more than meEolgqrunsho,
2009). Emerson (2000) posits that generally anduratothe world
women are poorer than men as women are dispropatéty employed
in unpaid, underpaid and non- formal sectors of ¢étsenomy. The
outcome of a research facilitated by Internatidratbour Organization
(ILO, 2000)

(ii) Initial amount of capital was relatively low: Abo87% of the
respondents said that initial amount of capital vedatively low.
13% of them used their wedding gifts to start @t shop; 10%
of them used food stuffs from the house to stdrt of

(i)  Demolition: They current demolition exercise afegttsome of
our respondents especially store owners.

(iv)  Finding customers/clients: It is not easy to cooeirpeople in
Gwagwalada to try a new product.

(v) Access to Information and professional advice: Mostthe
women do not have adequate access to informatioth an
professional advice. Most of them have inadequataviedge on
computer and Internet activities. Other problenes iandequate
education, qualification and little expense or nmldication,
difficulty in getting competent staff, low profitinability to
delegate, high level of competition.

(vi)  Family Commitment: This includes women'’s traditibe&atus as
wives and mothers, childcare, family pressure. (fake an
impact, a woman has to work as twice hard as men).

(vii)  Market fluctuations: There is price instability awmdst of raw
materials fluctuates. This has affected prices midpct hence
there will be sales drop

(viii) Piracy: There is a lot of piracy in Nigeria. Someople duplicate
another person’s business without permission. Ths affected
women owned businesses in Gwagwalada.

(ix)  Government regulations: Although there is provisfon equal
pay for equal work without decimation on accounsek in the
Nigerian constitution, Nigerian women still encoeminformal
discrimination in employment.

3.5 Constraints/Challenges

Women entrepreneurs in Nigeria face similar chgé=nand constraints
than their counterparts in other developing coestriFew decades age,
the significant contribution of women in sustainilsgcio-economic
well-being of their families had been taken for gel and even
neglected by the society. This has resulted in tesdienation of woman
socio economic contribution to the economy and undgization of
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their tremendous potentials in socio economic @& in the Nigeria
business environment.

The contributions of most women who dominate ttiermal sector are
not included in the National Income Account. Thesiee many
constraints on women and their ability to upgradusrtproduction from
time to time. These include:

Poor access to market, information, technology &ndnce: - most
women do not have access to computers and Int&aoidties. Others
do not know how to operate computers. Most womé&miewed do not
have time to read newspapers and magazines ant sa@ite educative
television programmes. Their role as mothers andesviwas a big
constraint as it gives them little time for extraining and acquiring of
skills. Access to finance is also a major challer{§ee section above on
finance).

Role Conflicts: Women owners are likely to expecerwork — home
role conflict regardless of the structure of tifamily or the number of
hours spent at work. This work-home conflict hasrbassociated with
the level of business satisfaction and perceivediness success.
Personal or intrinsic satisfaction is achieved usibess meets or
exceeds owners expectations and ruin reduce coleiliel Role conflict

is mostly seen in those who have low self esteem,self efficacy and

external locus of control. There areas have beam de affect the
business satisfaction and health of the business.

Autonomy in business and high level of family daiision can reduce
the level of role conflict.

Poor linkages with support services, unfavourablep and regulatory

environment: In many developing countries supperises such as
management and training services, consultancy ce=mvietc are
inadequate and many women are not aware of suchceer It is

important to note that most women enterprises arallsand are not
usually the targets of such schemes.

Women enterprises are faced with compliance cdsighwrelate to time
and money needed to learn about and meet governragatations.

Most women have had problems especially thoseadg@nd cosmetics
to register with regulatory bodies like NAFDAC (Matal Agency for

Foods and Drugs Administrative Control) and otheggulatory bodies.
All these increase start up cost for small entegri

Inadequate infrastructural provisions: poor eledyi supply, poor

communication and transportation, is another majoallenge. Poor
supply in Gwagwalada is very epileptic. They useaaf alternative

power supply make some of their products expendities has affected
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the profit they would have made from their business

Globalization: The need to compete in an aggressimxéronment with
rapid technological changes, trade and financeysland globalization
of production is a big challenge.

Perception of People: - People think men have bettanagement
attitude than women. Women are believed to be weaterialistic and
fashion conscious. In Nigeria, there is this “m#@img” an ego in men
that make them feel it is a must for men to harftlg jobs”. In their
perspectives, women are supposed to be looking tagehome. Some
men were asked how they perceive working on prgies, all the men
interviewed believe that women cannot do site j@®stain women
believe that for a woman to have the same oppdytaisi men she has to
be “connected” to the people on top. Other constsavhich are a part
of the greatest barriers experienced by women terprise are:

ignorance of information, technology may supporvses available to
them, financial discrimination, lack of trainingdabusiness knowledge,
underestimating the financial and emotional cost sotaining a
business and poor payment to their staff.

Future Challenges

In the 1970’s and 1980’s most women entrepreneads little formal
preparation for a business career. Most of thetnufedler paid, had job
dissatisfaction and broke away to establish thein.oOthers saved
many to start up a venture with little or no expede.

Today a lot of changes are taken place in the wayen entrepreneurs
prepare to start their own venture. The major miice on female
entrepreneurs is formal education, greater econapportunities, and
changes in social values among others. There wbel@ continuous
increase in the number of women entrepreneurs hag will be in
every industry.

Women entrepreneurs will continue to be prominentthie service
industry. This is because this section is less tahpntensive. This
industry tends to offer more opportunities to depetelected niches
that are critical along start up and growth phagesperations (Kuratko
et.al) The women will be expected as entreprenteunsake up Funding
gap, increase the growth of the service sectomghg@reparation for a
business career and greatly involved in the ongoasgarch on women
entrepreneur.

In future many women will become entrepreneurs.yThrist make
effort to improve their access to information, dtddcilities etc. They
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must also acquire more skills and find a way td daih the work-home
role conflict

3.6 Causes of Women-Owned Business Failure in Gwagwalad

The causes are inadequate access to capital, baggeraent, national
disaster (for example flood around New Kutunku lay@and areas
around Abattoir), business depression, fraud, coitigge deceit,

demolition exercise, inflation, poor location, higlost of capital,

neglect, unstable economy, poor patronage of ptogoor finance and
record keeping, poor management ability and thg tre” ignorance,
inadequate access to information. Some of the washeemot have time
to read papers or listen to news. The excuse tsaftexr a hard days job
they will have to take care of household choresvdtdluctuation has
not helped matter as some cannot afford the ustantiby generator.

3.7 Secrets to Success

Most-women that have made it in their entreprer@@ctivities select a
career, which gives them intrinsic satisfactionceguts responsibilities
have focused, achievable and measure goals. Theyihizrnal locus of
control, high self esteem and self efficacy. Thalgavere related to the
skills and they are sure of what they are doing/ére dynamic and are
conscious of the dynamism of their environment.

They were innovative and creative to look for pesplneeds and
identify gaps in their immediate environment ang tio meet them.
They have unique ways of putting together persouallities, finance
and other resolution by their willingness and &pilio seek out an
investment opportunity, establish an enterpriseetbam it and use the
opportunities successfully.

Successful women conceive a business idea, stutlihe idea is not

promising drops the idea but if the venture is ifdas carrying out

further investigations if need be, please operatel @o proper

evaluation. These women made use of available stipgservices like

access to micro credits by micro financing insitm$ and NGOs. They
are informed about changes in technology, provisain markets,

building for cottage industries, transportatiomprage and packaging
improvement information.

Successful women in business go for managemenmtirigai They are
ready to spend on capacity building. They also hgeed accounting
system, take care of those working for them ang tedieve that they
are adding value to the economy. The women who wseceessful
claim to have the backing and support of their fammiembers.
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4.0 Conclusion

The contributions of women to economic developmeahnot be
overemphasized. The government NGOs, private éstaént can help
to meet these challenges by providing adequateosupprvices; create
more awareness about the availability of theseicesy create market
both locally and internationally for women entraperars.

Entrepreneurship is not for everybody. It requinesd work than the
normal 8-4 job but more rewarding.

It can be frustrating and stressful at times. Yaustibelieve in yourself
as a woman and never be intimidated. Believe inr yaancept, get
feedback get access to adequate information abbat you are doing
and the sky will not even be your limit.

5.0 Summary

Entrepreneurship represents an appropriate opportdar women
across the globe. This potential is yet to be aguén most favourable
manner in most developing countries. There are ntamgtraints and
challenges on and their ability to upgrade theadpiction from time to
time.

Table 1 Percentage of Female Managers in Nigeria

Sector/% WomanAbuja Lagos
Managers

Agriculture 25% 21%
Manufacturing 2% 5%
Hotel/Catering 4% 4%
Education 42% 48%
Trade/Retail 14% 10%
Finance/Service 5% 6%

Table 2: Type of business the Respondent are invan

Type of business Frequency Percentage(%)

Agriculture; Farming;5 4.5
Farm

produce; Poultn

Fishering

Catering services,16 14.7
banking,

food, drink

Hairdressing, 4 3.7

beautification

Tailoring 8 7.3
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Sales 42 38.6

Manufacturing 2 1.6

Craft; bead makin5 4.6

pottery;

boom etc

More than one business 4.6

Education(school 6 5.5
ownersé&

primary coaching)

Interior decoration 2 1.8

Transport 3 2.8

Business centre 5 4.6

Petroleum product 6 5.5

TOTAL 109 100.0

Table 3: Frequency distribution on Respondent’'s Maital status

Educational Status and Desire to Further Education.

Frequency(109) Percentage%
Marital Status:
Never marrie 8 7.3
Ever married 101 92.7
Educational status:
No basic educatic 7 6.4
Primary Education 26 23.9
Post Primary Educatiof? 38.5
Tertiary, HND&34 31.2
Equivalent
Desire to Furthe
Education:
No for Now 65 59.6
Yes 22 20.2
Already in 22 20.2
programme to furth
Education
Do you want anoth
Job:
No 83 76.1
Yes 26 23.9
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Table 4: Reason for Entrepreneurship?

Frequency Percentage
No Job 13 11.9
Loss of Job 2 1.8
Support my Family 19 17.4
| don't want to be idle| 11 10.4
No Husband, No Jc |3 2.8
| cant work for anl19 17.4
body
| Love handwork24 22.0
business
Poor salary 7 6.4
Passion 6 55
No formal educaticb 4.6
and | can’t be idle
TOTAL 109 100.0

6.0 TUTOR-MARKED ASSIGNMENT

1) Women entrepreneurs in Nigeria face similar chak=nand
constraints than their counterparts in other dgyial countries.

2) What are characteristics of women entrepreneurs.

3) Discuss types of Women Entrepreneurs
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UNIT 2 GENDER STUDIES

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Importance of gender studies
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 Introduction

Gender studiesis a field for interdisciplinary study devoted tergler
identity and gendered representation as centralgoaes of analysis.
This field includes women's studies (concerning womfeminism,
gender, and politics), men's studies and LGBT stidSometimes,
gender studies is offered together with study ofuaBty. These
disciplines study gender and sexuality in the 8eldf literature,
language, geography, history, political sciencejcdogy, anthropology,
cinema, media studies, human development, law,nagdicine. It also
analyzes how race, ethnicity, location, class,omatlity, and disability
intersect with the categories of gender and setyuali

Regarding gender, Simone de Beauvoir said: "Ometdorn a woman,
one becomes one". This view proposes that in gestdedies, the term
"gender” should be used to refer to the social@rtliral constructions
of masculinities and femininities and not to thatstof being male or
female in its entirety. However, this view is natldh by all gender
theorists. Beauvoir's is a view that many socidtgyisupport though
there are many other contributors to the field ehder studies with
different backgrounds and opposing views, such sgchmanalyst
Jacques Lacan and feminists such as Judith Butler.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

o Understand differences in Gender image
. Understanding Importance of gender studies
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3.0 Main Content

3.1 Importance of gender studies

The field of gender studies explores the ways tleatininity and

masculinity affect an individual’'s thought proce$sis is relevant in a
variety of realms, such as social organizations anstitutions,

interpersonal relationships, and understandingdeitity and sexuality.
Gender studies is a discipline created originailyaltivists, and those
who study it today see it as their mission to idgntanalyze, and
correct social inequities both locally and globally

Gender Studies explores power as it relates toegyesnatl other forms of
identity, including sexuality, race, class, religioand nationality.
Gender Studies encompasses interdisciplinary fieldsich include
exploration of the histories and experiences oéxdig women and men
as well as studies of sexualities, masculinitiegjihinities, and gender
systems in society. It also analyzes how gendeysptaut in politics,
intimate life, culture, the workplace, athleticechnology, health,
science, and in the very production of knowledgelit College courses
emphasize critical thinking and analysis along wgbcial justice
activism. These courses teach interdisciplinaryhoes, relate debates
in the field to key intellectual and social moversenexplore
intersections of feminist studies, masculinity $&s¢d and queer studies,
and assist students with professional developm&ander Studies
emphasize the relationships between gender andtgdustorically and
cross-culturally, and the changes now occurrintha roles of women
and men, the participation of women in the majatitntions of society,
and women themselves. Gender is then understondtasfreestanding
category, but rather one that takes shape throtsghtersection with
other relations of power, including sexuality, raeghnicity, class,
nationality, and religion. It offers historical, m@mporary, and
transnational analyses of how gender and sexuatdtions arise in
different contexts such as colonialism, nationaliemd globalization.
Globalization describes the ways that gender operat different
national and cultural contexts. Through this un@eing, many
graduates get advanced degrees in a professionasuelw or business.
Graduates report working in a range of areas imegudommunications
and media, arts and education, business, politics government, the
law, health, and non-profit sector. In additioniteofocus on the history
and achievements of women, gender scholarship ispsred research
and curricula that address men’s lives, masculiratyd the lives of
people who identify as Gay, Lesbian, Bisexual @ribgender.
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Women's studies

Women's studies is an interdisciplinary acadenaicl fdevoted to topics
concerning women, feminism, gender, and polititsoften includes
feminist theory, women's history (e.g. a historyvamen's suffrage)
and social history, women's fiction, women's healtleminist

psychoanalysis and the feminist and gender studfesenced practice
of most of the humanities and social sciences.

Men's studies

Men's studies is an interdisciplinary academicdfidevoted to topics
concerning men, masculism, gender, and politicsoflen includes
feminist theory, men's history and social histangn's fiction, men's
health, feminist psychoanalysis and the feminisd gender studies-
influenced practice of most of the humanities amtiad sciences.
Timothy Laurie and Anna Hickey-Moody suggest thheré 'have
always been dangers present in the institution#izeof "masculinity
studies" as a semi-gated community’, and note thatcertain
triumphalism vis-a-vis feminist philosophy hauntsich masculinities
research'.

4.0 CONCLUSION

Human differentiation on the basis of gender is umdamental

phenomenon that affects virtually every aspectedpgte’s daily lives.

Human evolution provides bodily structures anddmadal potentialities

that permit a range of possibilities rather thaatate a fixed type of
gender differentiation. People contribute to trestf-development and
bring about social changes that define and stragjender relationships
through their agentic actions within the interretht systems of
influence.

50 SUMMARY

In this unit discussion focused on:

Gender studiesthe field includes women's studies (concerning wame
feminism, gender, and politics), men's studies &@BT studies.
Sometimes, gender studies is offered together stittly of sexuality.
Importance of gender studiesThis is relevant in a variety of realms,

such as social organizations and institutionsrp@esonal relationships,
and understandings of identity and sexuality.
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6.0 TUTOR-MARKED ASSIGNMENT
1) What are the importance of gender studies
2) What did you understand by gender studies.

7.0 REFERENCES

Feder, H. H., Phoenix, C. H., & Young, W. C. (1968uppression of
feminine behaviour by administration of testostergmopionate
to neonatal ratslournal of Endocrinology, 34§1131- 132.

Hines, M. (1982). Prenatal gonadal hormones anddséerences in
human behavioPsychological Bulletin, 92(1p6.

Koopman, P., Gubbay, J., Vivian, N., Goodfellow, & Lovell-Badge,
R. (1991). Male development of chromosomally femalee
transgenic for SryNature, 351(6322)117-121.

Money, J., & Ehrhardt, A. A. (1972). Man and woméaoy and girl:
Differentiation and dimorphism of gender identityorh
conception to maturity.

Quadagno, D. M., Briscoe, R., & Quadagno, J. S7{)9Effect of
perinatal gonadal hormones on selected nonsexulhvim
patterns: a critical assessment of the nonhuman hamdan
literature.Psychological Bulletin, 84(162.

Shaywitz, B. A., Shaywltz, S. E., Pugh, K. R., Cabte, R. T.,
Skudlarski, P., Fulbright, R. K., ... & Gore, J. (1995). Sex
differences in the functional organization of theaib for
language

93



ENT 408 ENTREPRENEURSHIP AND GERISSUES

UNIT 3 THE DEVELOPMENT OF GENDER THEORY

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1  Evolutionary Explanations of Gender

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

The history of gender studies looks at the differparspectives of
gender. This discipline examines the ways in wihdtorical, cultural,
and social events shape the role of gender inrdiffesocieties. The
field of gender studies, while focusing on the efifinces between men
and women, also looks at sexual differences argldesary definitions
of gender categorization.

After the revolution of the universal suffrage bkttwentieth century
and the women's liberation movement of the 196D 18v0s promoted
a revision from the feminists to "actively interedg" the usual and
accepted versions of history as it was known atithe. It was the goal
of many feminist scholars to question original asgtions regarding

women’s and men’s attributes, to actually measheent and to report
observed differences between women and men. lgjtthlese programs
were essentially feminist, designed to recognizetrdmutions made by
women as well as by men. Soon, men began to lookaatulinity the

same way that women were looking at femininity, ateleloped an
area of study called "men’s studies.” It was ndiluhe late 1980s and
1990s that scholars recognized a need for stutlyeiriield of sexuality.

This was due to the increasing interest in leslsiad gay rights, and
scholars found that most individuals will assceisgéxuality and gender
together, rather than as separate entities.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. Understand socio cultural behaviuor of Male and &em
. Understanding Importance of gender Theories
. Identify school of thoughts Associated with Gentsues.
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3.1 Evolutionary Explanations of Gender

As the evolutionary approach is a biological onsuggests that aspects
of human behavior have been coded by our genesgedhey were or
are adaptive.

A central claim of evolutionary psychology is théte brain (and
therefore the mind) evolved to solve problems entened by our
hunter-gatherer ancestors during the upper Ples®geriod over
10,000 years ago.

The evolutionary approach argues that gender rvisian appears as
an adaptation to the challenges faced by the aatdsimans in the
EEA (the environment of evolutionary adaptation).

The mind is therefore equipped with ‘instincts’ thanabled our
ancestors to survive and reproduce.

The two sexes developed different strategies taren$eir survival and
reproductive success. This explains why men and ewordiffer
psychologically: They tend to occupy different sdcoles.

To support the evolutionary perspective, the divisof labour was
shown to be an advantage. 10,000 years ago therdiwiaion of labour
between males and females. Men were the hunteergathreadwinners,
while the mother was at home acting as the ‘an§ehe house’ and
looking after the children.

Hunting for food required speed, agility, good \ébkperception. So men
developed this skill.

If a women was to hunt, this would reduce the g®upproductive
success, as the woman was the one who was pregngrbducing
milk. Although, the women could contribute to tmepiortant business
of growing food, making clothing and shelter andoso This enhances
reproductive success but it also important in awgjdstarvation — an
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additional adaptive advantage.

Critical Evaluation

Deterministic approach which implies that men aramen have little
choice or control over their behaviors: women aatural ‘nurturers’
and men are naturally aggressive and competitive.

The consequence are that in modern society eqpalrtymities policies
are doomed to fail as men are ‘naturally’ more cetitipe, risk taking
and likely to progress up the career ladder.

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

1) Hunting for food required speed, agility, good @kperception.
Discuss.

2) Explain gender evolution.

3) The history of gender studies considered diffeparspectives of
gender.
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1.0 INTRODUCTION

People often get confused between the terms segemiler. Sex refers
to biological differences between males and femakes example,
chromosomes (female XX, male XY), reproductive oagygovaries,
testes), hormones (oestrogen, testosterone).

Gender refers to the cultural differences expe@bsdsociety / culture)
of men and women according to their sex. A pers@es does not
change from birth, but their gender can.

In the past people tend to have very clear ideasutawhat was
appropriate to each sex and anyone behaving ditigreras regarded as
deviant.

Today we accept a lot more diversity and see geaslarcontinuum (i.e.
scale) rather than two categories. So men are toeshow their
“feminine side” and women are free to show theig%ouline traits”.

The biological approach suggests there is no disbin between sex and
gender, thus biological sex creates gendered bahavi

Gender is determined by two biological factors: rhones and
chromosomes.

2.0 OBJECTIVES

At the end of this unit, you should be able to:iBeHormones

. Define the Chromosomes

. Understanding the Sex-determining Region

o Understanding the Characteristics of Hormones and
Chromosomes
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3.1.0 HORMONES

Hormones are chemical substances secreted by gthnmsghout the
body and carried in the bloodstream. The same sexdnes occur in
both men and women, but differ in amounts and endffect that they
have upon different parts of the body.

Testosterone is a sex hormone, which is more praeemales than
females, and affects development and behavior befbre and after
birth.

Testosterone, when released in the womb, causedetedopment of
male sex organs (at 7 weeks) and acts upon thettaipmus which
results in the masculinization of the brain.

Testosterone can cause typically male behaviord siscaggression,
competitiveness, visio-spatial abilities, highexws drive etc. An area
of the hypothalamus at the base of the brain cattesl sexually
dimorphic nucleus is much larger in male than mdges.

At the same time testosterone acts on the devedmain. The brain is
divided into two hemispheres, left and right. IhfFaimans the left side
of the brain is more specialised for language sktid the right for non-
verbal and spatial skills.

Shaywitz et al (1995) used MRI scans to examinenlwhilst men and
women carried out language tasks and found that emomsed both
hemispheres, left only used by men.

It appears that in males brain hemispheres workenodependently
than in females, and testosterone influences aesdlization.

3.1.1 Empirical Evidence
The effects of testosterone have been confirmedhiimal studies.

Quadango et al. (1977) found that female monkeyso wtere
deliberately exposed to testosterone during prémiseelopment later
engaged in more rough and tumble play than otheales.

Young (1966) changed the sexual behavior of botle raad female rats

by manipulating the amount of male and female homesathat the rats
received during their early development.
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They displayed “reversed” sexual behavior and tlilects were
unchangeable. A number of non- reproductive behlaviorats are also
effected by testosterone exposure around birth. s@hecluded
exploratory behavior, aggression and play.

Young believed that the exposure had changed theale dimorphic
nucleus (SDN) in the brain, as male rats had &ta®&pN than females.
The results have proven to be highly replicable.

3.1.2 Critical Evaluation

Because this study was conducted in a lab it haslmlogical validity.
For example, in the lab hormones are injected | single high dose.
Whereas in real life, hormones tend to be releadgdatie body in pulses,
in a graduated fashion. Therefore, the results tmghbe generalizable
outside of the lab, to a more naturalistic setting.

This study also raises the issue of whether it'srathp and/or
scientifically right to use animals in research.

Ultimately psychologists must ask themselves wheithé¢heir research
the ends justify the means. By this we mean thlateslearch using
human or non-human animals must be considereerinstof the value
of the results when compared to the cost (both haord financial) of
carrying out the work. Main criterion is that beitefmust outweigh
costs. But benefits are almost always to humansasts to animals.

We should be cautious when extrapolating the resiilanimal research
to a human population. This is because the phygieso(e.g. brains) of
humans and animals species are not identical. Alse,social and
cultural variables within a human population arerenoomplex when
compared to social interactions between rats. Tdmseqguence of this
means the external validity of the research is uage However, a
study by Hines (1982) suggests it might be posdiblgeneralize the
results to humans.

Hines (1982) studied female babies born to motiwais had been given
injections of male hormones during pregnancy tos@mé miscarriage.
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They were found to be more aggressive than norerakfe children.
Hines concluded that the extra testosterone inwtbeb had affected
later behavior.

3.2 Chromosomes

The normal human body contains 23 pairs of chromeso A
chromosome is a long thin structure containing damds of genes,
which are biochemical units of heredity and govim® development of
every human being.

Each pair of chromosomes controls different aspettdevelopment,
and biological sex is determined by the 23rd chreonwe pair.
Chromosomes physically resemble the letters X and Y

. Males = XY

. Females = XX

<l 0

() W s )

o N w o nu

16 18

f¢ j < 214 )) ) (
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autosomes sex chromosomes

SRY Gene (Sex-determining Region Y gene)

At about 6 weeks, the SRY gene on the Y chromoscmeses the
gonads (sex organs) of the embryo to develop &esstes

If the embryo has no Y chromosome, it will not hatie SRY gene,
without the SRY gene, the gonads will develop aies.
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Sometimes the SRY gene is missing from the Y chsmme, or doesn't
activate. The foetus grows, is born, and lives ksl@girl, and later as a
woman, but her chromosomes are XY. Such peopleuatslly, clearly
women to themselves and everyone else.

Koopman et al. (1991) found that mice that wereegeally female
developed into male mice if the SRY gene was inpldn

One of the most controversial uses of this discpwaas as a means for
gender verification at the Olympic Games, undeystesn implemented
by the International Olympic Committee in 1992. latks with a SRY

gene were not permitted to participate as females.

3.2.1 Atypical Chromosomes

Individuals with atypical chromosomes develop d#dfgly than
individuals with typical chromosomes - socially, ygltally and
cognitively.

Studying people with Turner's syndrome and Klinef&d syndrome
might help our understanding of gender becausethgysg people
with atypical sex chromosomes and comparing thewretbpment with
that of people with typical sex chromosomes, psiatists are able to
establish which types of behavior are genetic (elgtermined by
chromosomes).

3.2.2 Turner's syndrome (XO) occurs when females develop with
only one X chromosome on chromosome 23 (1 in 56@Dice).
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Characteristic
facial features

Web of skin ‘: '.'l

Constriction
of aorta o

Poor
breast
development

Under-developed
ovaries

The absence of the second X chromosome results dhila with a
female external appearance but whose ovaries relsgl fto develop.
The physical characteristics of individuals with rifer's syndrome
include lack of maturation at puberty and webbihthe neck.

In addition to physical differences, there are etghces in cognitive
skills and behavior compared with typical chromosopatterns. The
affected individuals have higher than average Jeabdity but lower

than average spatial ability, visual memory and hmmaatical skills.

They also have difficulty in social adjustment ah@ol and generally
have poor relationships with their peers.

3.3.3 Kilinefelter's syndrome (XXY) affects 1 in every 750 males. In
addition to having a Y chromosome, these men atse lan additional
X on the 23rd chromosome, leading to the arrangéexxi.

Poor beard H
growth = =

Breast
development

Under-developed
testes
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Physically they appear male, though the effect hef additional X
chromosome causes less body hair and under-dedelpgmatals. The
syndrome becomes noticeable in childhood, as thg s poor
language skills. At three years of age, the chilayrmstill not talk. At
school, their poor language skills affect readibdity.

When they are babies, their temperament is destabgassive and co-
operative. This calmness and shyness remains W& tthroughout

their lives. This suggests that level of aggressiave a biological rather
than environmental component.

3.3.4 The Biosocial Approach to Gender

The biosocial approach (Money and Ehrhardt, 1932)ni interactionist
approach where by nature and nurture both playle o gender
development.

John Money's (1972) theory was that once a biokllgicale or female
is born, social labeling and differential treatmesit boys and girls
interact with biological factors to steer develomd his theory was an
attempt to integrate the influences of nature andune.

Gender role preferences determined by a seriestioht events:

Money and Ehrhardt (1972)

Social
Labelling _ Biological
. . interact
Biological male s Factors
or female is (hormones)
born
Differential
Treatment

Parental expectations

Prenatal: exposure to hormones on the womb (determined by
chromosomes). It states that biology caused bytgsneXY for a boy
and XX for a girl will give them a physical sex.

Postnatat Parents and others label and react towards d cimlthe
basis of his or her genitals.

. Parents and other people label and begin to reathd child
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based on his or her genitals. It is when theirtsexbeen labelled
through external genitals, they gender developméhbegin.

. The social labeling of a baby as a boy or girl &l different
treatment which produce the child\s sense of geit@etity.

. Western Societies view gender as having two categor
masculine and feminine, and see man and women fiesedi
species.

The way they are treated socially in combinatiothwheir biological
sex will determine the child’s gender.

The approach assumes that gender identity is ndagfare the age of 3,
and can be changed,

e.g. a biological boy raised as a girl will devetbp gender identity of a
girl. This is known as the theory of neutrality.

3.3.5 Empirical Evidence

Rubin et al, 1974, interviewed 30 parents and askesin to use
adjective pairs to describe their babies. Althoutjiere were no
measurable differences in size between the bap#ents consistently
described boy babies as better coordinated, strargémore alert than
daughters. This shows that parents label theirdsabi

4.0 CONCLUSION

Gender refers to the cultural differences expe@bsdsociety / culture)
of men and women according to their sex. A pers@es does not
change from birth, but their gender can. The bimlalg approach
suggests there is no distinction between sex andegethus biological
sex creates gendered behavior. Gender is deterrbyédo biological
factors: hormones and chromosomes.

5.0 SUMMARY

Sex refers to biological differences between maled females. For
example, chromosomes (female XX, male XY), reproigeacorgans

(ovaries, testes), hormones (oestrogen, testosterorhe biological

approach suggests there is no distinction betwegrasd gender, thus
biological sex creates gendered behavior.

6.0 TUTOR-MARKED ASSIGNMENT

1) Write short note on the following:
a. Hormones

b. Turner's syndrome

c. Klinefelter's syndrome
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2) Explain the Biosocial Approach to Gender

3) Explain the cultural Difference on Gender
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UNIT 4 GENDER DIFFERENCES IN
ENTREPRENEURSHIP

1.0 INTRODUCTION

In recent years, women’s entrepreneurial activéty heen recognized as
a possible significant component to economic dgwelkent. According
to Global Entrepreneurship Monitor (GEM) researcli¢n et al.,
2007; Bosma et al., 2008), women’s entreprenewagélity has been
the key contributor to economic growth in a numioércountries,
especially in emerging markets. Entrepreneurshiglss becoming an
increasingly important source of employment for vemmacross
countries. While a number of research studies tev@mowing number
of women entrepreneurs and women-owned businefsdsigs show
that the level of male entrepreneurial activitywi#l higher compared to
that of women. Cross-national empirical studiesorepsignificant
differences in female and male entrepreneurialvigti with various
factors affecting small business performance accosstries. Women
tend to possess less business experience, anddsanesses are usually
undercapitalized. Their business growth is slowsuggesting a
preference for lower risk and lower confidence (@@witz & Minniti,
2007; Verheurl et al., 2006).

2.0 OBJECTIVES

This unit shall focus on factors influencing di#faces in
entrepreneurial activity between the two gendehe @bjectives of this
unit are to determine factors influencing the gendiferences. The
framework is composed of economic, technology, sa@mographic,
financial, and perceptional factors.

3.0 MAIN CONTENT

3.1 Socio-demographic factors

Education and training. Among the variety of fastanfluencing
entrepreneurial activity, education level of buss@wners has some
influence. Education and training background isns&& one of possible
constraints when obtaining external financial supgGoleman, 2002)
and informal investments in particular. Accordirg Yerheul & Stel
(2007), increase in education level of entreprenéeads to an increase
in entrepreneurial income and productivity. Moregveducation is
claimed to be an important factor when startingegreneurial activity.
Educational level of entrepreneurs has been rdsedrsy a wide range

106



of researchers. Several studies such as Bosma(@084), Swinney et
al. (2006) and Verheul & Stel (2007) distinguished positive
relationship between high level of education ofibess founder or
owner and overall performance of the business.

Females though are less likely to have businesgedsg special
trainings and employment experience in businesse(@an, 2002). The
research of Swinney et al. (2006) indicated thairmss performance in
male-led companies was higher than in their femahe-counterparts
with the same level of education till female ownezseived a college
degree. Training is considered as an important e¢nn someone’s
performance increase and professional growth. Fosd getting into
starting or developing a new business, additioreahing on starting a
new business could provide a necessary supportgarel additional

confidence. In relation to entrepreneurial activignd observed
peculiarities of female entrepreneurs, trainings starting a new
business are seen to be a valuable asset.

3.2 Financial factors

Availability of financial capital. Availability of financial capital is one
of the main issues when starting and growing ownsir®ass.

Entrepreneurs often face the fact that financislitations are unwilling

to lend money to nascent and early-stage businesaiedy due to high
risks involved and lack of information available tre profitability of

small businesses (Verheul et al., 2006). As femaesl to have
businesses smaller in size and possess less lsisix@srience, it should
involve certain difficulties for them when obtaigirexternal financial
support (Bird & Brush, 2002; Carter, 2000; Colem2d02); moreover,
they are less likely to search for external fundaognpared to males
(Heilbrunn, 2005). Muravyev (2007) points out twaxtors that create
constraints when getting external funding: the plolity of obtaining a
bank loan and the interest rate for the loan. Adiogy to this research,
female business owners are less likely to receibark loan and when
they obtain one, they are more likely to be chargdugher inter- est
rate. In addition to these, according to Brush @)9%males start their
businesses in less attractive sectors for extéunding.

3.3 Perceptional factors

Life satisfaction The level of satisfaction influences entreprenduria
activity and, based on observations on countryl lev&urope made by
Noorderhaven et al. (2004), the share of entrepmsneeems to be
higher in those countries where people are lessisdtwith the society
they live in and their lives in general. Furthermothe less people are
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satisfied with life and society they live in, theglher is the probability
that they would seek the opportunity to start th@wn businesses,
considering that there are good conditions for sirless start-up. Those
not satisfied who become entrepreneurs tend taogathigher level of
satisfaction afterwards. In terms of gender diffiees, Verheul et al.
(2006) point out that those males who are not feadisvith their jobs
and life are more probable to make a start towardating their own
business than females who are not satisfied. Furthey conclude that
in a positive manner, life satisfaction influendemales more; female
entrepreneurial activity is more influenced by tbeel of satisfaction
with life, society and further, conditions accep¢ator a business start-
up, rather than male.

4.0 CONCLUSION

Entrepreneurship is also becoming an increasinglyortant source of
employment for women across countries. While a remds research
studies reveal a growing number of women entrepnenand women-
owned businesses, findings show that the level @tnrentrepreneurial
activity is still higher compared to that of women.

5.0 SUMMARY

The majority of existing studies note that femakssd to demonstrate a
higher probability to engage in entrepreneurshgmtmales (cf. Verheul
et al., 2006). However, other studies (e.g. Verletwl., 2003, Grilo &
Irigoyen, 2006) provide evidence that female enm&mpurs select
different activities than men, and are less likelysee themselves as
entrepreneurs. Grilo & Irigoyen (2006) further clude that females are
less likely to progress in entrepreneurial procass risk-aversion is a
more important factor for them than for male enteeeurs. Fear of
failure is estimated as a barrier for women in gmteneurial activities
and committing as entrepreneurs in general.

6.0 TUTOR MARKED ASSIGNMENT

1) How does the level of satisfaction influences emeaeurial
activity

2) Discuss Socio-demographic factors of gender diffege

3) Summarize the financial factors of gender diffeeenc
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UNIT 5 ENTREPRENEURSHIP THEORIES AND MODELS
1.1 INTRODUCTION

The historical evolution of ideas about the enteeeur is a wide-
ranging subject and one that can be organized filereint ways—

theorist by theorist, period by period, issue yuesand so forth. What
follows is a compromise between these possibilitHse paper starts
with some very broad reflections about economiongeaover several
thousand years and the connections between themgeh and the
economic thinking of the time. A recognizably ‘madfeidea of the

entrepreneur begins to emerge in the eighteenthumgerand the

following two sections are devoted to the role afrepreneurship in
classical and neoclassical economic theory. Imthé five sections, the
paper looks at particular areas that have beerciassd with debates
about the entrepreneurial role—uncertainty, inniovat economic

efficiency, the theory of the firm, and economicvelepment. A final

section presents a brief summary and comments erpléce of the
entrepreneur in evolutionary models.

The following section does not examine entreprestaprthrough the
ages using a constant and clearly defined conbepughout. Rather, it
provides some historical context and links thisaatemporary attitudes
towards trade, economic change and the perceivedtagf change. It
shows that advances in pure analytical thought weqgiired before
helpful definitions of entrepreneurship could berivid, and that
without these advances an important ingredient wy #heory of

economic change was missing.

2.0 OBJECTIVE

This unit would consider entrepreneurship theodesoss century. A
reader who is already familiar with important distions between
capitalist, innovator, uncertainty bearer, judgetakmecision-maker,
market-maker and so forth should be aware thaethal be discussed
in greater detail as the unit advances.

3.0 MAIN CONTENT

3.1 The entrepreneur in economic history
Entrepreneurship is not a concept that has a yigifteed definition. In

modern common usage an ‘entrepreneur’ is ‘a pemunundertakes an
enterprise, especially a commercial one, oftereedsgnal financial risk’.
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It is the product of a ‘modern’ post-enlightenmemorid in which
continual change has become the norm, where ‘pssgigechnical,
social and economic) has become expected and wiotmns of liberal
individualism predominate. The ancient and medihexalds seem not
to have developed a concept of entrepreneurshtpcthid plausibly be
seen as similar to the modern notion. Philosoplgerse only limited
attention to economic matters and, in so far agalgure, industry and
trade were discussed, much thinking would have l@esub-branch of
politics or ethics. In the Aristotelian traditioeconomic thought was
highly normative. Trade was a suspect activitylbatlo undermine the
good order of society and sterile in itself. Evéthe reality was more
complicated, early social thought concerned stsdicieties built upon
caste or social position where justice was the mut of each group
faithfully performing its allotted function. In thhierarchy of social
esteem, the noble warrior took pride of place, agre was
respected and compatible with the inculcation oftase virtues,
industry in support of military power was too udefa neglect, but
commerce was the province of less respected i€owipletely despised
social groups.

It is not difficult to understand this early suspit of commerce and the
trader. The landed aristocrat had large, illiquidd aspecific (to a
geographical region) investments to protect. Asthva player in a
modern game theoretic model of oligopoly, such asqe could
plausibly commit to fight interlopers. For the wigéravelled merchant
with access to ships and with assets in liquid rod-specific form, the
temptation simply to move elsewhere when the frghtstarted and to
deal with the winners would have been compellinge Taristocrat's
position depended upon a willingness to deter stlaerd to fight for
what was his. The merchant's position derived framability to go
where he was treated tolerably and to flee fromewarding
environments. Where violent conflict was endemicitsr likelihood
significant, nobles and merchants were thus hardtyral allies.

Another reason for the early disapproval of treated in particular, the
use of money was its association with situationsdidtress’. Where
agricultural production dominates and this is maiatcomplished on
large estates using slaves or serfs, the economynlaay of the features
of an extended ‘household’. Indeed the modern EBhglword
‘economics’ derives from the Greekikonom# or ‘law of the
household’. Production and consumption in theselitioms are largely
undertaken locally within the relatively self-sefént household, and
trade with outsiders is limited to luxury goods fogh status members,
or imports of food and other staple goods at higbeg in the event of
crop failure. The result would tend to be an asgamn of the merchant
with frippery on the one hand and ruthless exploitaon the other.
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In the mediaeval era, the authority of St Augustitedd that it was
unjust to buy below or sell above the ‘just pricaihile ‘usury'—

interest on the use of money—was condemned indiligiaus teaching
of the era. Each of these doctrines should be ge#re context of the
conditions of the time and scholars have arguedutalfteir precise
interpretation and force, but even allowing foraehly refinements, the
doctrine of the just price would appear to be higbubversive of
entrepreneurial activity. When the whole of socistywiewed in terms
of duty and obligation in the performance of diWnassigned and
sanctioned roles; and when preparation for the liextather than the
improvement of material conditions in this one Kias higher priority,
entrepreneurship could hardly be expected to fegtuominently in the
prevailing economic thinking.

Absence of a well-developed conception of the emémreeur in the
philosophy of the time in no way implies that econo conditions were
completely static, trade suppressed or technologyly unprogressive.
Roman law, for example, developed (p. 36) highlgividualistic

concepts of private property and contract which npied the

development of an extensive and sophisticated Eamptrading
network. Venetian dominance of Mediterranean trawethe early
middle ages could not have developed without anir@mwent

sufficiently conducive to entrepreneurial activiggven the mediaeval
economy outside the city-states, which in its dosteatification and
apparent stability is popularly seen as stagnantyaw regarded by
historians as having experienced considerable tdobital advanceé.

Nevertheless, the distinct notion of an entrepreakwole awaited an
era in which success in commerce and the polipoaer of the state
were more closely associated.

With the rise of the modern nation states of Fragmain and England
from the late fifteenth century onwards, rulersdegp take on at least
one characteristic of the merchant. No longer dbleely on feudal
obligation from the nobility to protect their ingsts, the accumulation
of treasure, and hence the ability to pay armiesailne associated with
the maintenance and projection of political pow€he mercantilist
doctrine that emerged from this era was criticizgdlater classical
economists for confounding money with real nationalth although it
is doubtful whether mercantilist writers succumbiedly to such a
fallacy. For present purposes, however, it is r@hvo note that the
building of the power and revenue of the state thiascentral concern.
Such a project is unlikely to be conducive to thewgh of decentralized
and competitive markets and thus might be seenimscal to the social
development of the entrepreneur. Bureaucratic vetaron, the selling
of monopolies, licensing and taxation are not tlesnobvious routes to
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the entrepreneurial society. However, compared thighworld that had
preceded them, the sixteenth and seventeenth eentwere the more
conducive to entrepreneurship.

The state as an economic organization, an idea hwhicderlay
mercantilist thinking, and the accumulation of s that was seen as
a means of building state power, required the ingfugntrepreneurial
and not merely bureaucratic talent, at least in toatext of the
competitive states of Europe. The whole enterprisgy have been
statist at heart but it relied on people to devaeloprseas markets, to
build great trading companies, to strengthen domeéstiustry and to
generate a large tax base. People of energy aedttebuld migrate
between jurisdictions, and the willingness of otlpdaces to receive
them placed limits on the exploitation that theyuldbtolerate in any
given location. English words now often used tocdes entrepreneurs
such as ‘buccaneer’ and ‘privateer’ derive fronstperiod as the state
tolerated or even encouraged the piratical disoaptif the trade routes
of other nations. As the profits of trade increaghd old aristocracy in
England began to accept trade as a respectablatyadiloney talked.
Defoe commented that ‘Trade is here so far fromdp@consistent with
a gentleman, that, in short, trade in England maeglemen’ while
Voltaire observed that ‘It is only because the ksighave taken to trade
... that England can have two hundred men of warsardidize allied
kings'.

It was, however, the agricultural and industriavalations of the

eighteenth and nineteenth centuries that finallydpced the modern
multi-faceted image of the entrepreneur. As rufmedually submitted
to constitutional constraints on their power, andperty rights became
more secure within the nation states, entreprealewgnergy was
released at a historically unprecedented rate.ngldhd in particular,

major advances in agricultural productivity andamations in transport,
mining, textiles, steel, shipbuilding, engineeriagd banking became
associated with particular names. The Duke of Brwdater in the

construction of canals, Richard Arkwright in thartsformation of the
cotton industry and the evolution of the factorystsyn, Mathew

Boulton, John Roebuck and James Watt in the dewedop of steam

power, George Hudson in the promotion of railwaykese and others
introduced the revolutionary changes that stillocolour image of the
entrepreneur.

The ‘men of business’ of the nineteenth centuryresented a new
social phenomenon. Checkland (1964: 103) writes ‘firobably not far
from the truth to say that the period from 18151885 in Britain

represents the range of human experience in whitiwidual economic
initiative had its greatest opportunity to operafn men and things,
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and in so doing to remake an ancient society’. Ftiois period derives
the idea of the heroic entrepreneur, a transformerfounder of

industries, an undertaker of massive feats of &®ging, an opener of
continents. Such activities required the raisingrmérmous quantities of
capital, the development of new organizational meéth and the
coordination of vast numbers of people. The fasdueduld be as
spectacular as the successes. Entrepreneurshiisajrtier required as
much strategic insight, tactical awareness, andgnel energy, power
of leadership, organizational flair, ruthlessnessl aletermination as
military conquest. And like the military commandéng entrepreneur
began to be studied and respected.

In the twentieth century, the cult of the entreganinitially receded.
The large-scale organizations established in theteenth century and
the corporations developing in  the newer eledfriazhemical,
communications and motor industries began to lo@kermanagerial
and professional than heroically entrepreneuridie Tentrepreneurs
having blazed their pioneering trail, it began ®deriously considered
that professional scientists, technicians and mensagiould be able to
maintain momentum. By the 1940s Schumpeter (194 wdvancing
this view, and others such as Jewkes (1948) wezeifgqally asking the
guestion ‘Is the Businessman Obsolete’? Later agweénts in the
century were to redress the balance somewhateltJ for example,
the shipbuilding, coal, steel and cotton industaik®ut disappeared and
this substantial and continuing restructuring undeed the notion that
change of this degree could be brought about byagemalism alone.
The growth of the service sector of the economy, e development
of computer technology, and communications may hésce contributed
to arise in self-employment and small-scale emé&egurship.

From this brief historical review it is apparenattpopular conceptions
of the entrepreneur have evolved over time. The esdmt varied
notions that still prevail reflect this history. @fsmall- scale trader and
peddler, the self-employed craftsman, the ‘buccangechancer, the
innovator and improver as well as the founder ofirely new
technologies and industries are all seen as eetteprs. It is evident,
however, that a coherent theoretical treatmennbkgreneurship is not
automatically suggested by the history of econoamd social change.
The birth of classical political economy coincidedh the upheavals of
the agricultural and industrial revolutions of thighteenth century and
an interest in ‘The Nature and Causes of the WagzfltNations’. Yet,
both in its classical and later neoclassical foatiahs, economics as a
discipline has not found it easy to find a formdaqge for the
entrepreneur.
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3.2 The entrepreneur in classical political economy

Classical economics did not incorporate a systemagatment of
entrepreneurship. The system of economic thougtittevailed during
the ‘hey day' of the ‘men of business’ paid no martr attention to
them except as a form of skilled labour or as gtess of capital. The
classical system rested upon foundations thatysdb#w attention away
from the role of the entrepreneur. This is mosardieseen in the work
of Ricardo’ The three factors of land, labour and capital ikece

rewards in the form of rent, wages and profits. IQirae, ‘the condition

of the labourer will generally decline, and that tbe landlord will

always be improved’ as population growth pressesiroited resources
of land and rents rise, while ‘the natural tendentyrofits then is to
fall with capital accumulation. The dynamics of #ystem were derived
from Malthus and a supposed ‘natural’ tendency opyations to

outstrip the means of subsistence. Subsistencet niggtf afford more

than the means to mere survival, if advancing mstiabout tolerable
standards of living could be harnessed to ‘moratrant’, but the

classical economists never seemed very confidemitahis. In so far as
an entrepreneur can be found in this system hherssa supplier of the
capital required for a one-way journey to the stadry state.

Ricardo recognizes that ‘this gravitation as it @vef profits, is happily
checked at repeated intervals by the improvementaachinery ... as
well as by discoveries in the science of agriceftuBut his use of the
word ‘gravitation’ indicates an ultimately decisiveatural force, one
from which no object on earth had escaped at tne tRicardo was
writing. It also suggests the Newtonian basis afssical thinking in
economics. Objects might move in this system, khaytdid so
‘automatically’ in response to natural and impeeddorces. This mind-
set was not conducive to a well-developed role tfee entrepreneur
within classical theory.

Thus, although the work of Ricardo provides a gesdmple of the
exclusion of the entrepreneur or the conflationeatrepreneur with
capitalist, the same observation has been madenagh SSenior, Marx
and Mill. For Smith, the labour theory of value was outcome of his
‘natural law’ preconceptions, and Schumpeter (1948¢culates that
these ‘led Adam Smith to emphasize the role oflabdhe exclusion of
the productive function of designing the plan adawg to which this
labor is being applied’. It should be recognizedwbver, that the
writings of the classical economists are open talelyi differing
interpretations and that Adam Smith, perhaps bechaoffered a much
less formal ‘model’ of the economy than did Davidd®do, can be seen
as the originator of an approach to economic growtich implicitly
ascribes a central role to the entrepreneur.
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Holcombe (2001), for example, contrasts Smithiard dicardian
models of growth and argues that the Smithian amtras completely
different from Ricardo's pessimism. Smith's centrahcern was with
the causes of growth and the opening chaptdhefWealth of Nations
indeed its opening sentence, ascribes growing lwvéalthe division of
labour. This division of labour was ‘limited by tlegtent of the market’
but Smith did not see ‘the extent of the marketaanal and limiting
constraint leading to a stationary state. Inst&amith can be interpreted
as describing a dynamic process of a continuousigeasing division of
labour accompanying continuously increasing marls&ze. The
motivating force of this expansion is described fakows: ‘Every
individual who employs his capital in the suppofftdomestic industry,
necessarily endeavours so to direct that induitay,its produce may be
of the greatest possible value’. This passagen®ies for the ‘invisible
hand’ metaphor by which the individual is led ‘tmmote an end which
was no part of his intention'—the enrichment ofisbcas a whole. ‘To
promote an end’ is to encourage movement in aioedigection rather
than to achieve a resting point, however, and Smight therefore be
interpreted as offering a theory of growth that hexdrepreneurial
decision-making at its core. The efforts of peopde ‘better their
condition’ will lead to increasing productivity,raore extensive division
of labour and an expanding market.

The tension between a Smithian approach to ecomsobased upon the
above reading, which is compatible with a proce$scantinuing
economic advance, and a more formal Ricardian agprowhich
emphasizes the nature and inevitability of a fiead state, is of
continuing relevance and will be discussed furtbar Marx, in his
economic analysis, was entirely Ricardian in spiteeferences to the
‘wonders’ brought about by the bourgeoisie thateedva complete
awareness of the massive industrial and commeacltakevements of his
age. This disjunction between a common sense ogettiiactual events,
which could hardly see the investment of such mrassimounts of
capital in entirely new industries as ‘automatand classical Ricardian
economic theory, was also apparent in the work 8f Mill.

Mill is credited as introducing the word ‘entrepeem’ into English
economics, although Schumpeter (1949) opines takich not go much
further than including ‘superintendence’ as a nsa&gs input into
production. Gross profits had to be sufficient toyide ‘a sufficient
equivalent for abstinence, indemnity for risk, aedhuneration for the
labour and skill required for superintendence’. thiEnce reflects the
usual classical association of entrepreneur with pitahbst.
Superintendence makes a portion of the entreprsnetrgaward
effectively a wage. Even innovation and inventiauld be seen as a
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type of labour. ‘The labour of invention is oftestimated and paid on
the very same plan as that of execution'. It waswéwver, Mill's
inclusion of ‘indemnity for risk’ as part of profihat perhaps lay behind
his preference for the word ‘undertaker’ ratherntienanager’ and
supports the case that he saw the entrepreneunatiéon as something
qualitatively different from capitalist or workemterest is the reward
for abstinence ‘while the difference between thterest and the gross
profit remunerates the exertions and risks of thdeutaker’.

The association of entrepreneurship with risk pis an important
strand of thought that survives to this day, andreflected in the
dictionary definition quoted earlier, but it haven rise to substantial
controversy. Schumpeter (1954: 556) was sufficiectinvinced that
this ‘served to push the car still further on themg track’ to devote an
extended footnote to explaining the supposed fallagolved in Mill's
position. Because losses can only be experiencecdnurce owners,
and because capital is the only resource undeusBgm, it is evident
that losses are borne by capitalists. If a capitalends to an
entrepreneur, he or she takes the risk that thewlidmot be repaid. If
the entrepreneur has sufficient wealth to coverdiiat, then ‘he too is a
capitalist and, in case of failure, the loss adits upon him as a
capitalist and not as an entrepreneur’. For Schienpéhe supply of
capital and the supply of entrepreneurial serviwese quite distinct,
and risk attached to the former not the latter.

Although this argument at first sight seems to hitreeinescapable force
of a syllogism—all losses accrue to resource owraerly capitalists are
resource owners, ergo only capitalists experierosses—it is still
possible to question the interpretation of the amion as well as the
validity of the premises. Both Mill and Schumpepeid tribute to the
French tradition in this field and in particular e work of Cantillon
(1755) and Say (1803). Cantillon, who first intredd the term
‘entrepreneur’, envisaged an agent who contracth wuppliers at
known prices in order to produce goods that cowddsbld later at
uncertain prices. Here we have a clear statemainttlle entrepreneur's
profit is a residual. It is what remains after @htractual commitments
have been honoured. Schumpeter (1949) remarks \apgly that this
conception is ‘not infelicitous’ as it ‘emphasizélse elements of
direction and speculation that certainly do entemewhere into
entrepreneurial activity'.

This French tradition fits uneasily, however, wbhumpeter's rejection
of the entrepreneur as a bearer of risks. Thepeoéresidual income as
conceived by Cantillon, unlike the more modern tlyeaf Israel Kirzner

which is discussed below, would seem to requireatteeptance of risk.
If the future residual income is not certain bukes the form, as it were,
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of a lottery ticket, the holder must be a risk leeaSchumpeter seems to
assume that speculation using other people's maseyecessarily
riskless. An entrepreneur who starts with nothicennot lose’. But it is
still a ‘state contingent claim’ that the entrepenis holding even if the
returns are highly geared and negative financiagicmues do not
feature. Thus the conclusion ‘only capitalists eigrece losses’ is not
guite the same as ‘only capitalists bear risks’.

An objection might also be raised to the premisat tall resource
owners are capitalists. We can, of course, alwaymel things this way.
But the interpretation of human capital raises f@ois. An entrepreneur
who has persuaded a financier to advance moneydansof a fixed
interest loan may have used the intangible ressuafe character,
experience, track record and reputation. Failure lankruptcy would
be expected to affect the ability of the entrepueni® raise similar
finance in the future and thus would result in aitevdown’ of this
entrepreneur's human capital. Viewed in this ligseems reasonable to
take the ‘common sense’ position that the entregarercan experience
losses. The alternative is to insist that the @né&reeur still loses as a
‘capitalist’, and that, in spite of the person-gpeity of entrepreneurial
human capital, it is a distinct entity quite separfsom the speculative
and organizational skills that he or she suppliéss, however, would
seem to open up the possibility of disputes tol iivaophistry those of
mediaeval scholasticism.

3.3 The entrepreneur in neoclassical theory

It is sometimes argued that the development of laseical analysis
beginning with Menger and Jevons in the 1870s,|tledaa change of
emphasis from the ‘magnificent dynamics’ of claaktbeory to ‘precise
statics’. Robbins (1935: 16) later described tl@ntal concern as ‘the
relationship between ends and scarce means which hblernative
uses’. At the heart of this new economics were e@arty stated
subjectivism and the systematic application of nmaiganalysis. Jevons
(1871) immediately establishes these foundationth wiis ‘novel
opinion’ that ‘value depends entirely upon utilityyy which he meant
marginal utility.

An economics based upon subjective value theory aratginal
analysis, rather than an objective (labour) theafryalue, resulted in
some subtle changes in thinking about entreprehgur®©n the one
hand, the new discipline was capable of being agesl in highly
formal and mathematical ways. Rational allocatibary given amount
of a scarce resource requires that its marginadfiteshould be equal in
every potential use. This ‘first order conditionm faaximization’ applies

118



ENT 408 ENTREPRENEURSHIP AND GERISSUES

to any rational person whether consumer or produdésrking out
whether all these individual maximizing decisionsuld be made
mutually compatible was obviously a major interast it was one of
the greatest intellectual achievements of neodaksconomics to show
the coordinating role of prices. Walras and otlgameral equilibrium’
theorists investigated the conditions under whidetaof prices existed,
in a world of ‘price takers’, that was compatibl@&hwuniversal market
clearing. In this equilibrium, economic rents migittcrue to resources
such as land or even differential skill, but busgprofit would be zero.
Schumpeter (1953: 893), who greatly admired Walragirk, remarks
that his contribution to the analysis of the eneegur was ‘important
though negative’. Walras ‘indicated a belief to tledfect that
entrepreneurs’ profits can arise only in conditidret fail to fulfill the
requirements of static equilibrium’.

Unfortunately, it was the apparent failure of pside ensure universal
market clearing that was more obvious to observerthe inter-war
years than their benign potential as a coordinatmeghanism. It was
not unnatural, in the face of mass unemploymentvander whether
alternative resource-allocating mechanisms mighdlpece better results.
Such thoughts were not particularly subversivetted calculating,
rationalist or marginalist basis of neoclassicalrmmics. Ensuring that
resources are allocated rationally to achieve fipdoends is the sort of
‘scientific’ problem that looks suitable for expgrttechnicians and
managers. Refinements of neoclassical theory wewus tapable of
diverting attention from entrepreneurship entirelyeither by a highly
static Walrasian formalization of competitive edwium, or by
conceiving the entire economy as one giant maxitozaproblem. It
was the latter view that lay behind the so- calleglculation debate’
about the feasibility of socialist planning durittge 1930s and 1940s.
The rational, calculating, maximizing, equi-mardingrinciples of
economics could be used by officials to achieve@as optimum—or
So it seemed.

Neoclassical thinking was capable of leading inteyua different
direction, however. If attention is directed atstgjectivist foundations
rather than its calculating rationalism, the prabl®f reconciling
multifarious individual subjective ‘ends’ with miérious individually
perceived ‘means’ looks distinctly less of an eegiing problem and
more of a problem of social institutions and orgation. Competitive
market processes could be seen as a mechanism ibly thlese ends
were revealed, resources discovered and develapedl,the various
possibilities latent in the resources exploredti€ipants in this type of
market are active bargainers and pricesetters rrathean passive
Walrasian ‘price takers’. Thinking along these #indoes not lead so
much to ‘precise statics’ as to ‘imprecise dynarmidsstead of the
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‘magnificent dynamics’ of classical theory leadimgth Newtonian
predictability to the stationary state, we haveyaainics, magnificent or
otherwise, of a more evolutionary, unpredictabled aDarwinian
conception. The modern ‘Austrian’ school, whichludes writers such
as Hayek (1945,1978), Shackle (1972, 1982) andnkir£1973, 1979),
represents this strand of thought. Clearly, en&gmpurship fits more
naturally into this tradition than into static ayss.

The sharp dividing line that has become establistinde the 1940s
between ‘Austrian’ and ‘neoclassical’ thinking, hewer, was much less
apparent to writers of the period between 187018%D. The increasing
formality of the analysis might be static but thésion’ was of

economic evolution, or ‘progress’ little differefiom that of J. S. Mill.

This is most clearly seen in the work of Marshdl®12: 165) who

emphasized evolutionary change instituted by ‘bessnmanagement’
rather than ‘entrepreneurship’. Under the headihgnmnagement’,

however, Marshall argues that ‘the superintendefdabour is but one
side and often not the most important side of essnwork’. In

addition, he identifies the accumulation of knovgedabout products
and processes, the forecasting of market moveméms,seeing of
opportunities for new commodities and processes, éiercise of
judgement, the undertaking of risks and the leddersf people. While

therefore clearly stating that there were two ‘side business activity,
we might now say an administrative side and anepnéneurial side,
Marshall does not feel impelled to distinguish theearly and to assign
separate rewards for each.

3.4  Entrepreneurship and uncertainty

It was Knight (1921) who effectively proposed tocdestruct the
Marshallian business manager and highlight theepnéneurial element.
Starting from the proposition that no profit exéten a Walrasian
perfectly competitive equilibrium, it followed thature profits were
related to the existence of disequilibrium.

Disequilibrium must imply unexpected change. Falhyicipated change
is quite compatible with sophisticated versionshef Walrasian system
in which economic agents trade in futures contraSisilarly, in a
world of complete markets and where probabilitiesld be assigned to
potential outcomes, even risk-bearing could beifoged’ by trading-in
state contingent claims. In such a world it was oleiar that ‘risk
bearing’ and profit were related. ‘Market’ pricesomid ensure that
bearers of risk would be compensated and that wiak distributed
optimally across the population. For Knight, profibs related not to
risk bearing but to uncertainty bearing. An undartituation was one
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in which probabilities could not be assigned tocoutes so that
decision-making was impossible to model in termsnebclassical
optimization. ‘It will appear that aneasurableuncertainty, or “risk”
proper, as we shall use the term, is so far differéom an
unmeasurablene that it is not in effect an uncertainty at.all’

A world of true uncertainty gave rise to the posisypof pure profits
and lossesrésidualincome as distinct fronsontractualincome) and a
distinct role for the entrepreneur. ‘With uncertgipresent doing things,
the actual execution of activity becomes in a segise a secondary part
of life; the primary problem or function is decidinvhat to do and how
to do it'. This view of entrepreneurship is thuscamprehensive
twentieth-century elaboration and refinement of #rench tradition.
What is required from the entrepreneur is judgementhe face of
uncertainty. The entrepreneur, having made a juegésh decision,
must be able to implement the decision, which waually involve
hiring other inputs. In this way, Knight's analysispure profit leads to
a view of the firm with the entrepreneur as thet@drcontractual agent
and the residual claimant. In so far as the engregur needs to manage
resources in order to implement a plan of actiord ia so far as these
management activities are ‘routine’, part of hisher income will be a
wage. The rest will be pure profit—a return to ggaedigement and pure
luck.

Schumpeter's objection to the idea that the ergregur undertakes ‘risk
bearing’ has already been discussed and would sy apply to
Knight's uncertainty-based theory. Knight speclficaliscusses these
problems when he remarks that ‘it is impossibledntrepreneurship to
be completely specialized or exist in a pure foexcept by imagining a
‘rare and improbable case’ in which the entreprepeavides no capital
and undertakes no managerial responsibility. Needess, Knight
argues that ‘judgement of men’ is much more pentirte successful
entrepreneurship than ‘judgement of things’. Once wadmit the
possibility that one person might ‘have knowledge, opinions on
which they are willing to act, of other men's capes for the
entrepreneur function’ then we can envisage a Gearbeing willing to
commit resources to a Knightian ‘entrepreneur’ sBmeably this is what
the modern venture capitalist is effectively dowlen financing start-
ups or management buy-outs, an activity that reossa clearer
apparent separation of entrepreneur from capitdlast was common in
the classical era. Similarly, the distinction betwemanager and
entrepreneur can be equally problematic in practicen though the
theoretical distinction is clear. An entrepreneas Iio exercise ‘control’
in order to put a judgement about resource allonaito effect. This
will tend to result in some ‘management’ activityless we can imagine
a ‘pure’ case in which the entrepreneur contradts wianagers who
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can be trusted to follow through on his or her pmgntal decisions.
3.5 Entrepreneurship and innovation

Schumpeter's most celebrated contribution to theorth of the
entrepreneur did not concern his criticism of J. MNill, already
discussed, concerning risk bearing. This was utefyaa sub-dispute to
his main thesis. His main point is that whetheytbaw the entrepreneur
as a capitalist, a skilled manager or as a riskrdsedhe classical
economists had overlooked the most important e introduction of
new products and processes requires organizatsiii quite separate
from simple management and it is this dynamic w@fs&xploration and
innovation that is the distinctly entrepreneuriako Schumpeter (1912)
is particularly associated with this idea of thetrepreneur as a
revolutionary innovator.

In a period soon after the ‘men of business’ in thé€ and the ‘robber

barons’ in the US, Schumpeter emphasized the mleedonomic

development of people with the vision and willpowerfound a private

kingdom’. The role of the entrepreneur ‘is to refioor revolutionize the
pattern of production by exploiting an invention orore generally, an
untried technological possibility ..."” (Schumpeted4?9132). He coined
the now famous metaphor ‘gale of creative destotctto describe

the competitive processes of capitalist developm@&his unceasing
gale derives from the energy of entrepreneurs whopugh their

innovations, undermine the market position of thawals. Such

competitive threats do not simply strike ‘at thergwas of the profits

and the outputs of existing firms but at their fdations and their very
lives’. Entrepreneurship, for Schumpeter, is theedothat prevents the
economic system running down and continually redise approach of
the classical stationary state.

Two features of Schumpeter's work on the entrepreare particularly
distinctive. The first is his view of innovation asvolutionary and
discontinuous rather than small-scale, marginadgal and cumulative.
The second is his (later) view that, as capitali®wuelops and matures,
large firms become the powerhouses of innovatiod asurp the
entrepreneurial role that was originally so asdediavith extraordinary
and energetic individuals. ‘Economic progress tertds become
depersonalized and automatized’ (Schumpeter 1932) While teams
of technicians and specialists eventually recewages such as are paid
for current administrative work’. The second of dbepropositions,
somewhat paradoxically, is similar to Mill's midaeteenth century
classical formulation mentioned above, with an addal emphasis on
large firms. Both propositions have been subjeatetexamination and
criticism. Bhidé (2000), for example, uses the drigt of the
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microcomputer revolution at the end of the twehtietentury to
investigate Schumpeter's propositions and concluthes firms of
varying sizes play a role in innovation as do lamggearch departments
and small-scale enthusiasts. ‘Individual entrepuemeand large
companies play complementary roles and (this) hekpdain why new
combinations evolve in a gradual rather than aciiSouous way'.

3.6  Entrepreneurship and economic efficiency

Schumpeter's conception of the entrepreneur focaiesation on the
process of technological innovation. A complementapproach
concerns the process of uncovering and exploitihgha economic
possibilities latent in an existing state of tedogg—the process of
diffusion. Here the emphasis is on the discoverpatential gains to
trade and hence, by implication, the move from kessnore efficient
allocations of resources. Casson (1982: 23) fomgi@, presents a
theory which is built on Knightian foundations. ‘Aentrepreneur is
someone who specializes in taking judgemental oe€sabout the
coordination of scarce resources’. Over time, oppoties for pure
profit are continually occurring and the Walrasiaonditions for
‘competitive equilibrium’ are never achieved. Thetrepreneur fulfils
the function of an intermediary or ‘market-makerxp#iting
divergences in the marginal valuations of goods tbe part of
consumers or marginal opportunity costs on the pagroducers to
achieve a pure profit. Wherever ‘market failure’ ists—that is,
wherever some re-allocation of resources might eptually harm no
one and benefit at least one person—a profit mightachieved by
effecting the re-allocation. Pure profit derivesnfr the ‘gains to trade’
spotted, or better ‘conjectured’, by the entrepuerend is captured by
what is essentially a process of arbitrage whicksuming the
entrepreneur's judgement is correct, yields a pesiesidual.

This rather abstract formulation of entrepreneuatzlvity encompasses
simple trading activity, the establishment and growf firms, the
design of suitable incentive contracts, as welltres development of
entirely new institutional arrangements. Where erf Walrasian
conditions are contravened and markets do not,exigbroperty rights
in goods and resources are ill defined, entrepmalegains will be
available to those who can think of ways of overcmnhe resulting
inefficiencies. Firms subject to external costsbenefits might merge
their activities so as to ‘internalize’ these gpiltrs. Monopoly
restrictions might open possibilities for new enwluable information
that cannot be traded in markets because of itdblipugood’
characteristics might be generated and protectddnaa firm and used
by entrepreneurs to expand the scope of their ostiviites. Market
failure thus implies the possibility of future gaiand becomes a
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generator of entrepreneurial opportunities.

The idea of the entrepreneur as an intermediatoarKet-maker’ and
hence coordinator of transactions, has resultethendevelopment of
various sub-branches of the literature during tagt 30 years. One
strand is represented by the neo-Austrian Schabltae work of Israel
Kirzner. A distinctive feature of Kirzner's apprdais his emphasis on
alertness to currently unexploited opportunitiestfade. Pure profit is
not a return for bearing uncertainty as much asward for pure
alertness. The gains from trade have to be notie#dre they can be
achieved. By spotting potential gains to trade #meh arranging the
transactions that will capture them, the entrepuemne the instigator of
changes that are efficiency-enhancing. Furthesetehanges move the
economy towards equilibrium. ‘The movement fromedigilibrium to
equilibrium is nothing but the entrepreneurial-catip/e process(1973:
218).

It is worth contrasting this view of the entreprenal process with that
of Schumpeter. For the classical economists, ergngoirial activities
were associated with innovation and thus consttudeforce acting
against the ‘gravitational’ attraction of the statary state. Schumpeter's
entrepreneur is clearly of this type—innovativesrdptive and resisting
equilibrium. The neoclassical economists had eedifit problem. No
longer in thrall to Malthusian dynamics and theolabtheory of value
the neoclassical theorists had a sophisticateduatoof the state of
competitive equilibrium but not of the process byiieh it was
approached. Walras introduced a hypothetical ‘aneer into his
system to adjust prices up or down in responsext@ss demands or
supplies, but although this provided a reasondideretical ‘model’ of
a dynamic adjustment process the auctioneer wésastideus ex
machina’. To explain equilibrating change withowtcaurse to a
fictional outside auctioneer required the introduttof some agent of
change within the system. Kirzner's entrepreneaviges this dynamic
element and it is generally, though not exclusivelye ‘Austrian’
tradition that has emphasized its importance.

The ‘neo-Austrian’ view of entrepreneurship, beeaitderives from a
recognition that resource allocation is iaformation problem and not
simply acalculation problem, tends to see it as an activity capable of
being pursued by virtually any economic agent. &meneurs are not
necessarily specialists and they do not necessapérate on a very
large scale. They may make use of very local kndgde—'knowledge

of people, of local conditions and of special cnaiances’—and some
of this knowledge may be ‘tacit knowledge’, difflcwr impossible to
communicate to others verbally or in the form oiti®n documents and
blueprints. Entrepreneurship moves the system fiteenbottom up, so
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to speak, rather than the top down and it doeshsmugh the trading
activities of market makers. In this, the neo-Awsts are in the tradition
of Alfred Marshall whose theory of economic progregs ‘an
incremental, experimental, evolutionary theory sktould be apparent,
however, that the subjectivism of the neo-Austriaconomists is
capable of undermining the whole concept of ‘etuilim’. In the
absence of any objective set of constraints waitmge discovered
through entrepreneurial alertness, Austrian thigldauld lead to a view
of economic change that was all process and nacpkat destination.
Once entrepreneurs were conceived to be crealigesdconomic system,
not unlike the natural world, was liable to largeh8mpeterian shocks
and not merely long periods of incremental adamtatito given
underlying conditions.

2.8  Entrepreneurship and the theory of the firm

Almost all approaches to the entrepreneur havetloing in common.

The entrepreneur contracts with a set of other lge@pd, after all

contractual commitments have been honoured, clammes residual.

Cantillon, Von Thinen, Schumpeter, Knight, Kirzreerd Casson, in
spite of very great differences of emphasis, cailteast agree to this
basic conception. It is a conception that inevifalglaces the

entrepreneur at the heart of the modern theori@fitm first proposed
by Coase (1937). This theory was originally devetbpvithout explicit

reference to entrepreneurship although Coase wasetl by Arnold

Plant at the London School of Economics in the $980d there was
undoubtedly an LSE tradition in business organirativhich was well

aware of its importance. The tradition can be seeming through to

Edwards and Townsend (1967) and in the writing$agk Wiseman and
Basil Yamey.

The problem faced by Coase was the apparent ihyabilineoclassical
economics to explain the structure of firms or idetheir very

existence. Then, as now in elementary treatmerttseo$ubject, the firm
was defined as a technological relationship betwapats and outputs
and the details of its internal organization wemapty omitted as

unnecessary for the purposes of price theory. Atsmgpt to explain

organizational structure thus required adjustmentshe Walrasian
framework and Coase's contribution was to introdiarsactions cost
as the key ingredient. For Austrian theorists, greblem with the

Walrasian system was its implicit assumption of fmformation. For

Coase, the problem was its assumption of a zerootdsansacting. The
two ideas are obviously closely related since tatisns cost derives
from incomplete information, but Coase's formulatiwas more suited
to the comparative analysis of contractual arrareggsiand could be
approached using standard techniques of rationginnization.
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Coase rationalized the firm as the centre of a detinternal
employment contracts which substituted for ‘outSisharket contracts.
Other things constant, resources would be admmedteithin the firm
when the costs of doing so were lower than thescotcontracting
outside. The boundary of the firm was defined ipidgl neoclassical
style such that the transactions cost of the matgiontract was the
same in ‘the firm’ and in ‘the market'. If transamsts costs are treated as
objective and are known to all transactors, themhean be developed
without reference to entrepreneurship. Alchian Breinsetz (1972) for
example, present a model in which ‘team producti@md the
impossibility of measuring and rewarding individuadntributions to
output lead to the requirement for a ‘monitor’ tetect and punish
‘shirking’. This person is a residual claimant inder to provide the
incentive to monitor the team which, on the assumnptthat the
monitoring technology is well known, is a purelyutme managerial
task. The residual will turn out, in equilibriuno, provide a competitive
market return to monitoring. Thus firms exist evean a purely
neoclassical world once information is no longerfgxe and has to be
‘produced’ but, as would be expected, it is the ag@m who is the
central contractual agent.

If, on the other hand, transactions costs are stibg conjectural and
uncertain the firm as the coordinator of a setasftacts can be seen as
an organization inherently associated with the emrmeurial process.
Knight's view of the entrepreneur, the neo-Austrapproach to the
entrepreneur and Coase's conception of the firm ttemefore be
regarded as complementary and the tradition has theeeloped further
in recent years by Casson (2001). The theory ofitheis re-orientated
around the analysis of information flows rathernttmws of physical
inputs and outputs. Casson criticizes neoclastimaking that tends to
ignore ‘cultural’ factors and is built not simplynomethodological
individualism but on a particularly desiccated audially unconnected
type of individualism. Some features of the firmncao doubt be
explained as a response to predicted opportunismthen part of
contractors but entrepreneurs are in the busirfegslocing transactions
costs and improving the quality of information flewey building trust
through continuing associations as well as by theegy of leadership.
Casson prefers a ‘theory of the firm centred ongheepreneur as the
founder and prime mover within it.

The firm is also a significant element in discussiof the finance of the
entrepreneur. Knight, as we have seen, thought thate
entrepreneurship could be envisaged only in ‘raned @amprobable
cases’. The entrepreneur will almost always haveprttovide some
capital and labour (managerial) services in additi®o pure
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entrepreneurship. Modern theory, however, has ewda several
observed financial arrangements as methods of atiitig contractual
hazards and directing resources to otherwise ‘uifcpth
entrepreneurs. One example is the existence of detracts with
agreed repayment schedules and finance secured (gbonly
depreciating and non firm-specific capital. Equaharing arrangements
with venture capitalists can also enable entrepneneith very limited
access to personal wealth to finance their idehss& methods can be
viable even when contractual performance is coraplétinverifiable’.
However, they apply to ‘start-ups’ and the finarnmieentrepreneurs
without a track record or an established reputatfofurther theoretical
development makes the long-established corpor@seif a mechanism
for channelling resources to pure entrepreneurs.

Kirzner (1979: 105) argues that modern corporatioggresent ‘an
ingenious, unplanned device that eases the acdessti@preneurial
talent to sources of large-scale financing.” Thguarent is most fully
explored by Wu (1989). Wu sees economic developm&nte
mediaeval times as leading to the gradual emergehcgpecialized
markets in land, labour and capital. Apparentlyuperable contractual
hazards prevented a market in entrepreneurship tteweloping. The
non-contractibility of entrepreneurial servicesdedhe entrepreneurs to
‘take the initiative to organize production througbn market means,
that is, by organizing a firm’. Although for cenies entrepreneurship
was associated with the provision of capital, thedern corporation
permits the final stage of specialization to occiihe long historical
evolution towards functional specialisation amoagtdrs of production
had reached its destination’. The word evolutiomiportant here, for it
is theevolution of reputationthat provides some assurance to capitalists
that a return will be provided on their capital.€Mirm is ‘a coalition of
entrepreneurs’ who share ‘pure entrepreneurialithroétween them
while paying a market return to the providers opita. Loss of
confidence in the willingness of the entreprendarpay such a return
would deprive them of future access to capital drel entrepreneurial
profit that might be generated with it. This view the modern
corporation is certainly consistent with businesdeas about
‘intrapreneurship’, ‘corporate venturing’ and ‘corpte
entrepreneurship’.

2.9 Entrepreneurship and economic development

As Baumol (1968) argued, the omission of the emémgur from
neoclassical analysis was inevitable given theraéptace accorded to
models of constrained optimization. Even early messical models of
economic growth relied upon exogenously given raiésechnical
change and rates of population growth rather thmndéscussion of the
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sources of entrepreneurial initiative. Attempts rtake the rate of
technical progress endogenous linked it automégidal the rate of
capital accumulation or required the introductioh theoretical
innovations such as ‘invention possibility fronsieto act as a constraint
on entrepreneurial ‘choice’. The ‘supply of entepeurship’ did not
seem amenable to neoclassical treatment and Schem@é54: 897)
explicitly warns against drawing ‘supply curves fentrepreneurial
services even if we believe in supply curves foy atier kind of work’.

One line of enquiry, however, has proved much mamenable to
neoclassical treatment. Baumol (1968: 70) suggeahtadhe question of
what can be done to encourage the entrepreneuitdtyacan be
approached by examining ‘the determinants of thgofbato his
activity'. This is a theme to which he returned mdhan twenty years
later. Baumol (1990) treats the overall supplymfepreneurial talent as
given but argues that its allocation to innovatmm the one hand or
depredation, crime or ‘rent-seeking’ on the otleeaimatter of choice.
Clearly, societies that manage to encourage emineprial talent to
undertake ‘productive activities’ are likely to ddop faster than those
societies that give relatively high rewards to ‘coguctive’ or purely
redistributive activities. Historical instances Buas the dynamism of
the ‘High Middle Ages’ in Europe and the relativaldire of mediaeval
China are, argues Baumol, consistent with thisishes

The theory of rent-seeking was developed initiadlyexplain why the
social losses associated with tariff restrictiomgiotas, monopoly
privileges, taxes and regulations often seemedetanbch larger than
the simple ‘static’ efficiency estimates suggest®de straightforward
answer was that these interventions were usualhefo®al to some
partial private interests and permitted monopolynes (rents) to be
made. It therefore made sense for private interéstsnvest real

resources in trying to create these rents—Iobbygogernments to
impose differential costs on their rivals and tecatrbarriers to entry.
These ‘rent-seeking’ activities were socially wéagdte and re-

distributive rather than efficiency-enhancing. Thepresented a form
of social loss in addition to, and quite distineirh, the resulting static
inefficiency in the allocation of resources. Clgathlents suited to
entrepreneurship are likely to be equally well addpto exploiting

potential private gains to rent-seeking.

This approach to entrepreneurship directs atteritiguolitical and legal
factors such as the security of property rightse thurden and
administration of the tax system, the enforcemehntantracts, the
development of company law, the impact of bankmypiovisions and
so forth. De Soto (1987), for example, argued thatkers in the
‘extra-legal’ sector in Peru were not passive paslans ripe for
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revolution but actually represented talented emémgurs trying to
overcome the institutional barriers that confronteein. This change of
view has had a profound impact on development@wics. It has led
to empirical work such as De Soto (2000) in whidompor non-existent
title to property and other legal restrictions highlighted as inhibitions
to entrepreneurship. Conversely, Olson (1982) ngadeing returns to
rent-seeking an important component of his explandgor the gradual
ossification of previously dynamic societies. Resgteking has also
played a part in more formal models of economicagino Murphy et al.
(1991) develop a model in which talent is allocasstoss various
sectors including a ‘rent-seeking’ sector. The allaate of growth of
each productive sector depends upon the taleriteobést entrepreneur
present in the sector because it is his of hersideat are imitated in
future periods. The incentive to enter a sectoreddp upon the private
rate of return available, with high ability indiuidls able to earn larger
returns than lower ability individuals. Where resgieking is highly
rewarding to the most talented, society loses boyh sacrificing
immediate output and by experiencing a lower rdtgrowth because
the productive sector is made up of the less tateentrepreneurs. To
encourage entrepreneurs to reject rent- seekimgy thus necessary to
investigate the determinants of the relative rewackcruing to the two
activities.

4.0 CONCLUSION

The central importance of entrepreneurship to ecoaaevelopment
and competitive processes is not something thabées discovered just
recently. The systematic incorporation of the emaeur into
economic theory, however, posed enormous methowbalogjfficulties.
Economics, whether classical or neoclassical, wasapily concerned
with the analysis of long run ‘natural’ or ‘equitiom’ states and this
focus tended to divert attention from entreprersduactivity. Treating
entrepreneurship as another ‘factor of productima&de it difficult to
distinguish it from a species of ‘management. Tiren
entrepreneurship as something qualitatively difiefeom other ‘inputs’
tended to subvert the calculating rationalism ulyde economics and
opened up doctrinal disputes that had no soluttwmme neoclassical
economists such as Alfred Marshall tried to charmaldle way
unacceptable to purists on both sides by introduogtements of
entrepreneurship informally into their work as ascetive and
interpretative commentary to the theory.
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5.0 SUMMARY

In microeconomics, for example, Nelson and Wini&8@) proposed an
evolutionary model of the firm. The firm is seenageerating according
to an established set of ‘routines’ and in additibtsearches’ for new
ones. Search ‘is the counterpart of that of mutatio biological
evolutionary theory'. Successful routines lead tovgh and imitation
by others. The entrepreneurial function is herea@ased with search
and ‘mutation’. Competitive advantage is not corddr merely by
access to special information but also by the tghitirough the firm's
‘routines’ to generate a flow of such informatiorClearly,
entrepreneurial ‘mutation’ and economic selectioroigh competition
are not quite the same as random mutation andaiaelection. Nelson
and Winters' searchers are not acting randomlytdindly but actively
looking ahead at future possibilities. Neverthele#®e system is
evolutionary rather than deterministic.

Entrepreneurship is thus gradually finding a somswmore formal
place in economic theory. This does not imply tit methodological
disputes discussed earlier have been resolveddbles it mean that a
general theory of entrepreneurship has become tetept does,
however, reflect the central importance of the eooies of information
in the research efforts of the late twentieth ardlyetwenty-first
centuries.

6.0 TUTOR MARKED ASSIGNMENT

1) Summarize the of Entrepreneurship and economicloewesnt

2) Discuss the concept of Entrepreneurship and ecaneficiency

3) What did you understand on entrepreneur in clalsgioétical
economy.

4) How can Entrepreneurship and uncertainty exist.
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UNIT 1 HISTORY OF ENTREPRENEURSHIP IN NIGERIA
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1.0 INTRODUCTION

You are welcome to module 2 of this course. Inlés¢ unit, In this unit,
we listed and discussed the characteristics ofepregneurs; classified
the entrepreneurs by types; and enumerated andiegglthe functions
of entrepreneurs.

In this unit, we shall examine the history of epteneurship in Nigeria.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

o trace the history of entrepreneurship;
. list and explain the role of authors and practigien in the
evolution of entrepreneurship.
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3.0 MAIN CONTENT
3.1  History of Entrepreneurship

Entrepreneurial activities are substantially défer depending on the
type of organization and creativity involved. Epireneurship ranges in
scale from solo projects (even involving the enteepur only part-time)
to major undertakings creating many job opportesitiMany "high

value" entrepreneurial ventures seek venture dapitaangel funding

(seed money) in order to raise capital to buildlihsiness. Many kinds
of organizations now exist to support would-be epmteneurs including
specialized government agencies, business inciasaience parks,
and some NGOs. In more recent times, the term @rmeurship has
been extended to include elements not related saclsto business
formation activity such as conceptualizations ofrgoreneurship as a
specific mindset (see also entrepreneurial mindsesulting in

entrepreneurial initiatives e.g. in the form of isbaentrepreneurship,
political entrepreneurship, or knowledge entrepuesigip have emerged.

The entrepreneur is a factor in microeconomics, #mel study of
entrepreneurship dates back to the work of Rickaudtillon and Adam
Smith in the late 17th and early 18th centuries,vioass largely ignored
theoretically until the late 19th and early 20timtceies and empirically
until a profound resurgence in business and ecor®imi the last 40
years.

In the 20th century, the understanding of entregueship owes much to
the work of economist Joseph Schumpeter in the 49 other
Austrian economists such as Carl Menger, Ludwig Wises and
Friedrich von Hayek. In Schumpeter, an entreprersewa person who is
willing and able to convert a new idea or inventiaio a successful
innovation'” Entrepreneurship employs what Schumpeter callbd "t
gale of creative destruction” to replace in wholeim part inferior
innovations across markets and industries, simedtasly creating new
products including new business models. In this ,wayeative
destruction is largely responsible for the dynamisiindustries and
long-run economic growth. The supposition thatepreneurship leads
to economic growth is an interpretation of the daal in endogenous
growth theory and as such is hotly debated in ané&@economics. An
alternate description posited by Israel Kirznergasys that the majority
of innovations may be much more incremental impnosets such as
the replacement of paper with plastic in the carcdton of a drinking
straw.

For Schumpeter, entrepreneurship resulted in nedustries but also in
new combinations of currently existing inputsh@upeter's initial
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example of this was the combination of a steamnenand then current
wagon making technologies to produce the lessecarriage. In this
case the innovation, the car, was transformatiboatlid not require the
development of a new technology, merely the appdinaof existing

technologies in a novel manner. It did not immesliatreplace the
horsedrawn carriage, but in time, incremental impments which
reduced the cost and improved the technology ledh& complete
practical replacement of beast drawn vehicles il@no transportation.
Despite Schumpeter's early 20th-century contrilmstio traditional

microeconomic theory did not formally consider #r@repreneur in its
theoretical frameworks (instead assuming that messuwould find

each other through a price system). In this treatntiee entrepreneur
was an implied but unspecified actor, but it is sistent with the
concept of the entrepreneur being the agent offficiency.

Different scholars have described entrepreneurarasng other things,
bearing risk. For Schumpeter, the entrepreneurnditlbear risk: the
capitalist

did.

3.1.1 Authors and Practitioners in Entrepreneurship

Listed below are some notable persons and their ksvomn
entrepreneurship history:

For Frank H. Knight (1921) and Peter Drucker (19&0{repreneurship
is about taking risk. The behavior of the entrepte reflects a kind
of person willing to put his or her careand financial security on
the line and take risks in the name of an ideandipg much time as
well as capital on an uncertain venture. Knightsifed three types of
uncertainty.

Risk, which is measurable statistically (such as firobability of
drawing a red color ball from a jar containing 9l ealls and 5 white
balls).

Ambiguity, which is hard to measure statisticallgu¢h as the
probability of drawing a red ball from a jar comizig 5 red balls but
with an unknown number of white balls).True Uncettaor Knightian
Uncertainty, which is impossible to estimate ordice statistically
(such as the probability of drawing a red ball franjar whose number
of red balls is unknown as well as the number béptolored balls).

The acts of entrepreneurship are often associaidtme uncertainty,

particularly when it involves bringing somethingallg novel to the
world, whose market never exists. However, evea iharket already
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exists, there is no guarantee that a market efasta particular new
player in the cola category.

The place of the disharmony-creating and idicsgtic entrepreneur
in traditional economic theory (which describesnmafficiency-based
ratios assuming uniform outputs) presents theorgtandaries. William
Baumol has added greatly to this area of economéoryy and was
recently honored for it at the 2006 annual meetaighe American
Economic Associatioff!

The entrepreneur is widely regarded as an inteplayer in the
business culture of American life, and partidylas an engine for job
creation and economic growth. Robert Sobel pubdishEhe
Entrepreneurs: Explorations Within the American iBess Traditionn
1974. Zoltan Acs and David Audretsch have produeedited volume
surveying Entrepreneurship as an academic fieldeséarch’ and
more than a hundred scholars around the world teatkepreneurial
activity, policy and social influences as part ofiet Global
Entrepreneurship Monitor (GEM)and its associated reports.

3.1.2 Concept

It has assumed super importance for acceleratiogossic growth both
in developed and developing countries. It promatagital formation
and creates wealth in country. It is hope and dseafmmillions of
individuals around the world. It reduces unemplogtrend poverty and
it is a pathway to prosper. Entrepreneurship ise ttprocess of
exploring the opportunities in the market pland arranging resources
required to exploit these opportunities for longntegain. It is the
process of planning, organising, opportunities assliming. Thus it is a
risk of business enterprise. It may be distinguisag an ability to take
risk independently to make utmost earningstie market. It is a
creative and innovative skill and adapting reggoto environment.

3.1.3 Promotion

Given entrepreneurship's potential to support ecoagrowth, it is
the policy goal of many governments to develpulture of
entrepreneurial thinking. This can be done in a loemmof ways: by
integrating entrepreneurship into education systetegislating to
encourage risk- taking, and national campaigns.

3.2 How Entrepreneurship all started in Nigeria.

The history of entrepreneurship in Nigeria can lasgified under the
following stages:
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(1)  early stage; and
(2)  modern stage.

3.7.5 The Early Stage

Entrepreneurship started when people produced procricts than they

needed, as such, they had to exchange these sgphka instance, if a
blacksmith produced more hoes than he neededxtleaeges the

surplus he had with what he had not but neededbembg needed some
yams or goat etc, he would look for someone whale@éis products

to exchange with. By this way, producers came #&bize that they can

concentrate in their areas of production to produuere and then

exchange with what theyneeded.

So through this exchange of products, entreprehgurstarted. A

typical Nigerian entrepreneur is a self made man might be said to
have strong will to succeed, he might enghgeservices of others
like; friends, mates, in-laws etc to helpmhiin his work or

production. Through this way, Nigerians in the oldiays were engaged
in entrepreneurship. Early entrepreneurship is attarized with

production or manufacturing in which case the pomiumost often

started with a small capital, most of it from hig/ro savings. Early
entrepreneurship stared with trade by barter eedaré the advent of
any form of money.

3.7.6 The Modern Stage

Modern entrepreneurship in Nigeria startedhwite coming of the
colonial masters, who brought in their wears aratle Nigerians their
middle men. In this way, modern entrepreneurship eanceived. Most
of the modern entrepreneurs were engaged in ré&t@ie or sole
proprietorship.

One of the major factors that have in many walscouraged this
flow of entrepreneurship development in Nigegahe value system
brought about by formal education. For many decddesial education

has been the preserve of the privilege. With foreaication people had
the opportunity of being employed in the civil Seey because in those
days the economy was large enough to absorb irgoptestigious

occupation all Nigerians their goods. As such, tstem made

Nigerians to be dependent on the colonial masters.

Again the contrast between Nigerian and foreigmegméneurs during

the colonial era was very detrimental and the cefitipe business
strategy of the foreign entrepreneurs was ruinou$ against moral
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standards established by society. They did not radteethe theory of
“live and let’s live”. For instance, the United Adan Company (UAC)
that was responsible for a substantial percentdgde import and
export trade of Nigeria, had the policy of deglidirectly with

producers and refused to make use of the servideNigerian

entrepreneurs. The refusal of the expatriates itzauthe services of
local businessmen inhibited their expansion andiigden of necessary
skills and attitude. Because of this, many ewalht folded up. Those
that folded up built up resentment against busingssh became very
demoralizing to other prospective entrepreneursa Assult, the flow of
entrepreneurship in the country was slowed downt, Bith more

people being educated and the fact that goverhewrd no longer
employ most school leavers, economic programseroourage
individuals to go into private business and be idiant were initiated.

Such economic policy programs that are geared usvself reliance for
individuals are programs as Open ApprenticeshipeB&h Graduate
Employment Programs etc and other policies thaberage or make it
easy for entrepreneurs to acquire the needed feugdsPeoples Bank of
Nigeria, Funds for Small-Scale Industries(FUSSI)p-operative
societies etc were established to assist entrepreimn Nigeria.

4.0 CONCLUSION

Entrepreneurship evolved over a period of tim&/e mentioned some
of the authors and practitioners who conteduto the evolution of
entrepreneurship. We also traced and discussedhistory of
entrepreneurship in Nigeria over two different stag

5.0 SUMMARY

In this unit, we

. traced global history of entrepreneurship;

. listed and extolled the contributions of the aushoand
practitioners during the evolution of entreprenbigs

. traced the history and development of entreprehguisver two

stages. In the next unit, we shall discuss the rofe
entrepreneurship in an economy.

6.0 TUTOR MARKED ASSIGNMENT

1. Does entrepreneurship have any history? Brieflyetithe history
of this phenomenon.
2. How did Entrepreneurship developed in Nigeria? Bridiscuss.
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1.0 INTRODUCTION

In the last unit, we traced global history of epteneurship, listed and
extolled the contributions of the authors and ptiaciers during the
evolution of entrepreneurship, traced the histang aevelopment of
entrepreneurship over two stages.

In this unit, we shall examine the role of entreyarship in an
economy.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

define entrepreneurship and many different ways;

discuss the process of entrepreneurship and therdamontributing to it;
list and briefly explain the advantages and disathges of
entrepreneurship; state the roles of entrepreniguirslan economy.

3.0 MAIN CONTENT

3.1  The Entrepreneurial Process

Reynolds (1994) reveals that one common phenomendme United

States is entrepreneurial process in which, onlyéuasis, 4 percent of
the adult population is actively involved in tryintp start a new

business, either on full-time or on part-time basis that they are
already running another business and do not deketaselves full time
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to the new venture until it is a going concernn@®en (1994) observed
that one out of every two adults in the US hasdtrie start a new
business at some time in his or her life. Accordindhim, the general
public perception about entrepreneurs is always ttiay are “flash of
genius”. He states that flash of genius are rarengthe fact that some
of the companies considered great today did not stat with a

compelling idea for a product or service.

Collins (1993) traced that in 1945, Masaru Ibukd amven employees
started a company in a bombed-out department estam Tokyo.
However, they did not have an idea of wtte business would do.
For weeks, they tried to figure out what busindss ¢company could
enter without a clue. However, today, that compianknown as Sony
Corporation. Collins also revealed that Bill Hetvland Dave Packard
founded Hewlett-Packard; they had no specific idepursue. Although
the business was vaguely defined as electronimergng, the owners
did not have any formative plans. Hewlett explaiiVge did everything
that would bring in a nickel.... Here we were witroab$500 in capital
trying whatever someone thought we might be abtoto

In his opinion, Collins states that identifying pesific idea may

actually be detrimental, because if you equatesilecess of your
company with the success of a specific iddsen you're more

likely to give up if that idea fails. If instead yaonsider the business
the ultimate product, it is more likely to surviviethe first product

concept fails. Thus, for the person who has thought being an

entrepreneur but has not had a flash ofiiaspn or a unique idea,
business ownership is still quite possible.

Collins identifies several types of entrepreneuaicivities but felt that
not everyone would classify the individual involved each case an
entrepreneur. Look at the underlisted examples:

New concept/new business The classic entrepreneur develops a new
product or a new idea and builds a business arthiechew concept.
This requires a substantial amount of creativitg &am ability to see
patterns and trends before they are evidentthe general public.
The business concept may be so new and revolujiothat it may
create an entirely new industry. Examples of cweagntrepreneurs
include Steven Jobs, one of the founders of Appiem@uter and NEXT,
and Bill Gates, founder of Microsoft. Most peopl®uld agree that
these innovative businesspeople are true entrepprene

Existing concept/new business Some individuals start new businesses

based on old concepts. For example, if someonesoperonvenience
food store, the idea is not new and the foundey not be described as
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innovative, but the business still represents anfanal risk to the owner,
and the person is developing something where ngtigreviously

existed. Most people would consider this person eatrepreneur,
although others may disagree because of the lackrextivity and

innovation involved. It should be pointed out, haee that individuals
who engage in this type of activity seldom do sehaat introducing

some change. The likelihood of a business succgetlihis patterned

exactly after one that already exists is remoteerdtore, most
entrepreneurs who start a business to competethatbe that already
exist do so in the hope that theirs will offer seinieg new or better.
The additional something is born of creativity.

Existing concept/existing business Even less innovative is the person
who buys an existing business without many plemshange the
company operations. There is little need for cvégtor innovation, but
the individual is still taking a personal and fic#al risk. Therefore,
many people describe this person as an entrepreneur

3.2  Factors of Entrepreneurship

From the above discussion, one would discoverttie is more than
one factor to consider when studying entrepreneldisere is no
agreement as to why some people choose self- emplatyand others
choose to work for someone else. One recent shydy eo-Paul (1997)
has identified four spheres of influence in det&ing entrepreneurial
behaviour: the individual, the enthocultural enwiment, the
circumstances in society; and a combination oféah&hese factors are
discussed below.

The Individual

Despite the fact that personality traits have neerbfound to be
reliable predictors of future behaviour, BoyzdaWozikis (1994,
quoted in Lambing and Kuehl, 2007) opined that matudies still
focus on the entrepreneur’'s personality. Some peogpich as Peter
Drucker, do not believe that traits are a decidatgor, and believe that
anyone can be taught to be an entrepreneur. Actptdi a Goodman
(1994, quoted in Lambing and Kuehl, 2007),

“For every risk seeker, I'll show you someone whisk averse. For
every first-born child who is a successful entegmur, there’'s a
successful last-born or only child. For every epteneur who grew up
listening to tales of entrepreneurial success a thnner table [had
entrepreneurial parents] there are those whose perevere military or
corporate or absent”
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There is also concern as to cause and effect. Simaey studies of
entrepreneurs are completed once the person ic@saiul business
owner, it is possible that the experience of em&aeeurship affects the
individual's personally. Morris (2002, quoted inrhhing and Kuehl,

2007) points out that the psychology and behaviofir the

entrepreneur may change as the business evol@seugr, many
believe that entrepreneurs have a special persprald that these traits
cannot be taught. Oneal (1993, quoted in Lambird) ldnehl, 2007)

states,

“While [Drucker's] probably right that the nuts andbolts of
entrepreneurship can be studied and learned, thel sof an
entrepreneur is something else altogether. An enéreeur can be a
professional manager, but not every manager caarbentreprenetr

Whether entrepreneurial tendencies exist at birthre developed as a
person matures, certain traits are usually eviderthose who enjoy
success. Many of these traits have been founddoessful managers as
well as entrepreneurs. Let us examine some of tinaite

1. Passion for the Business- The entrepreneur must have more
than a casual interest in the business becduwseor she must
overcome many hurdles and obstacles. If tieneo passion or
consuming interest, the business will not succéBdrning passion?
Absolutely”, says Quinn (2002, quoted in Lambing &uehl, 2007).

2. Tenacity despite failure— Because of the hurdles and obstacles
that must be overcome, the entrepreneur must b&istently persistent.
Many successful entrepreneurs succeeded only #Hfegr had failed
several times. It has been stated that “Ssfgentrepreneurs don’t
have failures. They have learning experiences” ((Buan, 1994, quoted

in Lambing and Kuehl, 2007).

3. Confidence — Entrepreneurs are confident in their abilitiesl an
the business concept. They believe they have thigyab accomplish
whatever they set out to do (Lambing and Kuehl;720This confidence
is not unfounded, however. Often they have an ptid&nowledge of
the market and the industry, and they have conduotenths (and
sometimes years) of investigation. It is common éotrepreneurs to
learn an industry while working for someone elskisTallows them to
gain knowledge and make mistakes before strikirtgoauheir own.

4, Self-determination— Nearly every authority on entrepreneurship
recognizes the importance
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of self-motivation and self-determination for empireneurial success.
Goodman states that self-determination is a crs@a of a successful
entrepreneur because successful entrepreneursuacdf choice; they
are never victims of fate. They believe tthair success or failure
depends on their own actions. This quality is knoag aninternal
locus of control

5. Management of risk— Risk is at the very heart of running your
own business, and the ability to manage risknis of the qualities of
any successful entrepreneur (Dorsey, 2003, quatetlambing and
Kuehl, 2007). The general public often believed #rarepreneurs take
high risks; however, that is usually not true. fimore than two-thirds
of those trying to get a business started havdl afypart time job or
they are running another business. They do noajpof their resources
and time into the venture until it appears to We@ble. Entrepreneurs
often define the risks early in the process anuhimize them to the
extent possible.

6. Seeing changes as opportunitiess To the general public,
change is often frightening and is something to &eoided.

Entrepreneurs, however, see change as noamgl necessary. They
search for change, respond to it, and exploit am®pportunity, which
is the basis of innovation (Lambing and Kuehl, 2007

7. Tolerance for ambiguity — The life of an entrepreneur is
unstructured. No one is setting schedules or syegptdp processes for
the entrepreneur to follow. There is no guaranteef success.
Uncontrollable factors such as the economy, thelveeaand changes in
consumer tastes often have a dramatic effect onusinéss. An
entrepreneur’s life has been described as a iofed life riddled with
ambiguity — a consistent lack of clarity. The sessful entrepreneur
feels comfortable with this uncertainty” (Oneal, 989 quoted in
Lambing and Kuehl, 2007).

8. Initiative and a need for achievement— Almost everyone
agrees that successful entrepreneurs take thetiwitiin situations
where others may not. Their willingness to acttbair ideas often
distinguishes them from those who are not entreanenn Many people
have good ideas, but these ideas are not dmavarto action.
Entrepreneurs act on their ideas because they adwigh need for
achievement, shown in many studies to be highan tthat of the
general population. That achievement motive is veded into drive
and initiative that results in accomplishments.

9. Detail orientation and perfectionism— Entrepreneurs are often
perfectionists, and striving for excellence, or rfpetion”, helps make
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the business successful. Attention to detail amdnibed for perfection
results in a quality product or service. Howevais toften becomes a
source of frustration for employees, who may not pesfectionists

themselves. Because of this, the employees mayeipercthe

entrepreneur as a difficult employer. For ins& | know of an

entrepreneur who is into printing and has magmifigerinting press in

the heart of Abuja, Nigeria. There is virtually homan being, no matter
how good you are, that this man would not abusessidown or

embarrass. Such is the trait in an entrepreneur.akRoemployee who
wants to make a career in that enterprise, he rbastolerant and
pretend that nothing happened.

10. Perception of passing time- Entrepreneurs are aware that time
is passing quickly, and they therefore often appeabe impatient.
Because of this time orientation, nothing is evenal soon enough and
everything is a crisis (Lambing and Kuehl, 2007).

11.  Creativity — One of the reasons entrepreneurs are successful i
that they have imaginative and can environ alt@raaiscenarios
(Goodman quoted in Lambing and Kuehl, 2007). Thayehthe ability

to recognize opportunities that other people doseat Nolan Busnell,
who created the first home video game and the CHuclCheese
character, believes the act of creation is nothimgre than taking
something standard in one business and applytogaitother.

12.  Ability to see the big picture— Entrepreneurs often se things in
a holistic sense; they can see the “big pictureémvbthers see only the
parts (Lambing and Kuehl, 2007). One study foundt thuccessful
owners of manufacturing firms gathered more infdrama about the
business environment, and more often, than thod® wvere less
successful. This process, knownsaanning the environment allows
the entrepreneur to see the entire business emveonand the industry
and helps to formulate the larger picture of theifess activity. This is
an important step in determining how the conypanmill compete
(Box,

1993, quoted in Lambing and Kuehl, 2007).

13. Motivating factors — Although many people believe that
entrepreneurs are motivated by money, other facmsactually more
important. The need for achievement, menticgeatier, and a desire
for independence are more important than moneyegregneurs often
decide to start their own businesses in order widahaving a boss.
Many are self-employed for less pay than they waelckeive if they
worked for someone else.

Oneal (1993), who studied approximately 3000 enérepurs identified
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the following factors as “very important” reasonsr fbeing self-
employed:

- To use personal skills and abilities;

- To gain control overhis or her life;

- To build something for the family;

- Because he or she liked the challenge;

- To live how and where he or she chooses”.

Other studies have identified other motivating dast such as the need
for recognition, a need for tangible and meaningéwards, and a need
to satisfy expectations (Lambing and Kuehl, 2007).

14.  Self-efficacy— A recent study has suggested that the concept of
self-efficacy influences a person’s entrepreneunsntions Boyz and
Vozikis (quoted in Lambing and Kuehl, 2007). Sdffeacy has been
defined as a person’s belief in his or her capgbib perform a task.
One study found that a sense of personal effichayis both accurate
and strong is essential to the initiation and pégsice of performance in

all aspects of human development (Lent and Hackgibted in
Lambingand Kuehl, 2007).

A separate study looked at the concept of thouglitieadership (TSL)
and self-efficacy. TSL states that people devefopctional and

dysfunctional habits in the ways they think. Tgurn influences their
“perceptions, the way they process information athe@ choices they
made”. Thus, entrepreneurs may develop athabi“opportunity

thinking”, a functional habit that focuses on ogpaities and positive
ways of handling challenging situations.

The dysfunctional way of thinking, known as “obsacthinking”,
focuses on negative aspects of a problem and woakt likely result in
giving up. These thought patterns affect selfeaffy since an
entrepreneur who engages in functional, opportuthityking is likely to
seen an increase in self-efficacy (Neck, Neck, Mand Goodwin,
1999, quoted in Lambing and Kuehl, 2007). Thusalaitof opportunity
thinking makes a person more likely to pursuesgmeneurship.

Cultural Factors

A common finding is that ethnic enterprise is oftarerrepresented in
the small business sector; that is, members of sahmcultural groups
typically have a higher rate of business formatiad ownership than do
others. However, the effect of culture on entrepteial tendencies is
not completely clear, because individuals from ffedent cultural

groups do not all become entrepreneurs for theesaason (Dana,

146



ENT 408 ENTREPRENEURSHIP AND GERISSUES

1997, quoted in Lambing and Kuehl, 2007). The eéftg#cculture and
traits may be intertwined, since some studies hstvewn that different
cultures have varying values and beliefs. For exampapanese have
been known to have an achievement-oriented cultine helps
entrepreneurs persist until they succeed. Anotlogéerpially important
factor is whether a culture generally has an irgklocus of control. For
example, US culture tends to support a interfedus of control,
whereas the Russian culture does not. Individuals fa culture with an
internal locus of control may be more predisposebelieve they have a
chance of succeeding as entrepreneurs (Dana, 86#%d in Lambing
and Kuehl, 2007).

Circumstances in Society

In all societies, there are those who had not @drio be entrepreneurs
but who find at some point that they are pushewatd self-
employment. Workers in the Nigerian banks who hasen affected by
downsizing carried out by their employers might ibeluded in this
group. The decision to become an entrepreneur wespitated by the
changes in the marketplace. This is therefore demnsd adaptive-
response behaviour One study of ethnocultural factors found that
although some people do not come from an ethnaallgroup that
values entrepreneurship, they chose entreprdmpuids an adaptive
response to marginality and a means to social iategq (Dana, 1997,
quoted in Lambing and Kuehl, 2007)..

A Combination of Factors

Whether a person becomes an entrepreneur or detiddse an
employee is therefore the result of many factorsluding the three we
have just discussed above. Because such tendenghs be enhanced
under the right set of circumstances, some geogliggest that we
should concentrate on nurturing the entreprenelgatit in young
children. One study of kindergarten children iradéd that one of every
four children showed entrepreneurial tendencigshigh school age,
however, only 3 percent of students still retaitieat spark. The current
educational system does not encourage entreprémewand, in fact,
teaches conformity rather than individuality. Theative abilities of
young children are discouraged, although cregtiiat necessary for
most entrepreneurs (Gutner, 1994, quoted in LaménthKuehl, 2007).
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3.3 Advantages and Disadvantages of Entrepreneurship

There are many advantages and disadvantages tensglbyment as
could be shown on figure

3.1 below.
Figure 3.1 Advantages and Disadvantages of Entrepmeurship

Autonomy Personal
Sacrifices
Challenge of a Entrepreneursh|pBurden of
Start-up Responsibility
Financial
control Little Margin for Error

Source: Lambing, P.A. and Kuehi, C.R. (2007). Entreprenkeijprs
(Fourth Edition), USA: Pearson Education, Inc. RoeaHall, Upper
Saddle River, pg. 23.

3.4.1 Advantages

Autonomy — The need for independence and the freedom to make
decisions is one of the major advantages. Thenfgelf being your own
boss is very satisfying for many entreprene@hallenge of a start-
up/feeling of achievement- For many entrepreneurs, the challenge of a
start-up is exhilarating. The opportunity to deyela concept into a
profitable business provides a significant feelofgachievement, and
the entrepreneur knows that he or she idysmsponsible for the
success of the idea.
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Financial control — Because it is often stated that entrepreneurs hav
financial independence, one might get the impressimt they are
wealthy. Many are not necessarily seekingatgnesalth, but they do
want more control over their financial situatiomhey do not want a
boss who can unexpectedly announce a layoff ditey have dedicated
years of work to a company.

3.4.2 Disadvantages

If self-employment were easy, the number of selplyed people
would be much higher. In fact, it is one of the tifficult careers one
can choose. A few of the disadvantages are deschelew:

Personal sacrifices— Especially in the early years of a business, the
entrepreneur often works extremely long hours, ipbssix or seven
days each week. This leaves almost no time foreetom, family life,

or personal reflection.

The business consumes the entrepreneur’s life. giésn results in a
strain on family relationships and a high levelf stress. The
entrepreneur must ask how much he or shélliasgvto sacrifice to
make the businesssuccessful.

Burden of responsibility/jack-of-all-trades — The entrepreneur has a
burden of responsibility unlike that of corporateoriers. In
corporations, employees are usually surrountdgd other people at
the same level with the same concerns. It is ptessib share
information at lunch or after work, to have a senkeompanionship.
The entrepreneur, however, knows that it islipaethe top. No one
else in the company has invested his or her lifengs; no one else
must ensure that enough money is available to teepayroll at the
end of the month.

The entrepreneur must also be jack of all tradesiléNcorporate

workers usually specialise in specific areas swcimarketing, finance,
or personnel, entrepreneurs must manage all adethenctions until the
business is profitable enough to hire employeesh wiecessary
expertise. The need to be an expert in many asess €normous burden.

Little margin for error — Large corporations often make decisions that
prove to be unprofitable. They introduce produbtit are not well
accepted and they open stores in unprofitable ilmtsit Many large
corporations will usually survive because they hadequate financial
resources to pay for thelosses.
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Small businesses, however, operate on a thin fiahogshion because
the only financial resources available are thosh@®entrepreneur. Even
after years of successful operation, one wromist® or weakness in
management can result in the end of the business.

3.5 The Role of Entrepreneurship in an Economy

Entrepreneurship has been recognized as an inmporéspect and
functioning of organization and economies (Dickstnal, 2008). It
contributes in an immeasurable ways toward creatieny job, wealth
creation, poverty reduction, and income geimggat for both
government and individuals. Schumpeter in 1934 edguthat
entrepreneurship is very significant to the growatid development of
economies (Keister, 2005, quoted in Garba, 2010).

Entrepreneurship leads to poverty reduction. Fetaimce, the Federal
Government had since

1999 been injecting funds into different skills aition programmes,
small businesses, support for the informal sediowugh provision of

credit facilities for boisterous economic activatiat the rural community
level. This is a decision in the direct directios majority of the

population live in the rural areas and an improwveinie the quality of

life would prevent migration of the residents o ttural communities to
the urban centres. The implication of this tizat it will create

employment opportunities thus leading to greatelucdon in social

maladies or vices.

The wide spread and acceptance of entreprenewdhigation is a clear
indication of its usefulness and importance in pihesent realities. The
development of entrepreneurship will go a long vimayproviding the
necessary impetus for economic growth and developnie will be
crucial in boasting productivity, increasing compen and innovation,
creating employment and prosperity and revitalizeogpnomies (SBS,
2002, in Ritche and Lam, 2006).

Koce (2009) defined social responsibility as theligattion (of
managers) to pursue the policies, to make decismms follow lines of
action which are desirable in terms of objectivesl aalues of our
society. The social responsibility of economic emtises is in the
efficient use of resources, to produce economiclttvegproduction of
goods and services to satisfy people’s matesiahts). In the
production of goods and services, a business argerps socially
responsible in such a way, that no restriction iacgd upon the
legitimate rights and interests of any person. Deeove by word and
deed the ethical standards of society, business@iges discharge their
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obligations to employees by giving them better-tbampetitive wage
and fringe benefits, economical prices and quafitgrchandise to
consumers, gifts and scholarships to educationstitutions in their
vicinity in terms of education and research whichvén a direct
relationship to the future of the business by mgkiavailable better
trained human resources or advanced knowledge whidh be
beneficial to the business, donations, provisiosaifial infrastructures
e.g., clinic, good roads, etc to the community veh#ite enterprise is
situated, donating services and maintainingcanemical operations,
job generation for people of the community ande freax collections
and donations of services for gifted managerseogthvernment.

4.0 CONCLUSION

We reviewed the earlier definitions of entrepreshiy and considered
some other ones for a better comprehension ofapie.tWe described
the entrepreneurial process and the factors thattribate to
entrepreneurship. We enumerated and explained dvaentages and
disadvantages of entrepreneurship while discusdsing role of
entrepreneurship in an economy.

5.0 SUMMARY

In this unit, we defined entrepreneurship in mariffecent ways,
discussed the process of entrepreneurship anédthar$ contributing to
it, listed and briefly explain the advantages andadvantages of
entrepreneurship and stated and briefly explainbd toles of
entrepreneurship in an economy.

In the next unit, we shall consider another
topic, the  functions of entrepreneurship.

6.0 TUTOR MARKED ASSIGNMENT

1. Passion for the business (as an individual factodst be a
priority to an entrepreneur if the entrepreneiprdfusiness is to
succeed. Do you agreed with this statement? tWa@ the
other factors do you consider necessary to ensoa¢ an
entrepreneurship business is successful?

2. List the advantages and disadvantages of entrensmp that
you know and explain them briefly.

3. What is the role of entrepreneurship to a develpponomy
like that of Nigeria?
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1.0 INTRODUCTION

In this unit, we discussed the process of entreqarestip and the factors
contributing to it, listed and briefly explainedethradvantages and
disadvantages of entrepreneurship and statddbaefly explained
the roles of entrepreneurship in an economy.

In this unit, we shall consider another topic, dnsahle industries in
Nigeria.

2.0 OBJECTIVES
At the end of this unit, you should be able to:

. discuss small scale business;

. state the role of small scale business in entrepmship
development;

. enumerate the problems of small scale businessitifigethe
symptoms of business failures;

. understand survival strategies for small scalentass in Nigeria.

3.0 MAIN CONTENT

3.1  Small Scale Business

Most classifications of business units into largel amall are based on
qualitative and quantitative judgment. For instartbe US Committee

for Economic Development (CED) has developed théoviaong
definition of a small scale busines® small scale business is one
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which possesses at least two of the following fetaracteristics”.

1. Management:Usually the managers are also the swner

2. Capital is supplied and the ownership is held bymatividual or
small group.

3. The area of operation is mainlylocal

4. The relative size of the firm within its industryust be small

when compared with the biggest units in its field.

In Japan, a small-scale industry is defined acogrdo the type of
industry. For small medium industry in manufactgrint is defined as
those with ‘100 million as paid up capital and 3@&@ployees, while
small scale business in wholesale trade will hd86 million paid up

capital and 100 employees. In Britain, a smallestalsiness is defined
in terms of turnover and number of employees. &@ample, a small
scale business is defined as “the industry witlamual turnover of ‘f2

million or less and fewer than 20 paid workers (Nwa992).

In Nigeria, the definition of small-scale businedso varies from time
to time and from one institution to another. Foamyple, the Central
Bank of Nigeria 1996 Monetary Policy Guidelinesidefl small scale
enterprises as enterprises as on whose tota] eastuding cost of land
but including working capital, does not exceed Nldillion. The

National Economic Reconstruction Fund puts tharggilor small-scale
business total investment at N10 million. Sectiodb 3(2) of the

Companies and Allied Matters Decree of 1990 defamemall company
as one with:

(a) Annual turnover of not more than N2 million.
(b) Net assets value of not more than 1 million.

It will be obvious from the foregoing definitionisét the relatives size of
a firm usually determine in terms of sales volumggstment in assess,
number of employees, profit level and other sigaifit quantitative
comparisons is considered the most importédnt.summary, a small
business may be defined qualitatively and quantitaty as the one that
is:

Independently owned Independently managed Highlygrelized
Largely local in its operation

Financed mainly from internal sources

Small in terms of sales turnover, number of empdsyeassets value,
profit etc within the industry.
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3.2 Small Scale Business and Entrepreneurship

Private enterprises especially indigenous smalesfians have a vital

role to play in promoting the social and economiellvbeing of the

nation, hence indigenous entrepreneurship is likedybe much more
important in small scale business than in giamigi The promotion
of small scale business as a well-recognized anchrheralded strategy
of industrial development in developed and devielggountries, and
its ability to enhance entrepreneurial and manalgskills.

Development economists are of the opinion that dabmtensive
industries can enhance employment generation dsaweldvance wide
variety of developmental goals like improved incordistribution,

generation and diffusion of technology, and indatskills, increased
utilization of local resources, improved spatiatdbution of industrial
activities and reduction of rural-urban populattoavement.

Increased productivity, national income, marketdkrahip, gargantic
technological innovativeness and sagacity of Japamerica and other
developed countries are based on the foundatiah dgi small scale
industries. Although, economic activities of deyed and developing
nations is sometimes viewed to be dominated byelatple business
such as IBM Delta, Airline, Coca-cola, Toyota, HandUAC, Lever

Brothers, John Holt to mention just a few. Howevierjs equally

important to note that the present day gianmmanies were once
small-scale industries, which grew over the yearsbécome giant
companies. In addition, as many small firms arpeddent on large
firms for raw materials or finished products, whielould be costly

without economies of mass production undertakethbylarge business
firms, likewise, larger firms are dependent on $rfi@hs who assist in

distributing their goods and services.

In view of the impact of small-scale industriesinmproving the socio-
economic condition of a nation, most developed al&Veloping
countries have made initiatives to promote indigenentrepreneurship
in small-scale business. In Nigeria, for examplggical actions of the
government take the form of policy initiatives ardirectives to
organization, such as Ministry of Commerce, NatioDaectorate of
Employment, Ministry of Labour and Productivity, r@er for
Management Development, Research Institutes etxtt@as executing
agencies with responsibility for stimulating, sugpw and sustaining
entrepreneurship development.

3.3 Problems and Prospects of Small Scale Industries Migeria

Small scale businesses have limitations and prablérat account for
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their failures. Many of these limitations and pebk are unique to this
enterprise that is they result from the small siz¢he business, while
others are general to all business organizatiorspective of size. All
business organizations irrespective of their objesthave philosophy
of growth, survival and adaptiveness (Lawal, 1993)e inability of a
business to maintain this philosophy can beanded as business
failure.

A business may fail financially or economicallyndncial failure may

result from either technical or bankruptcy ingwey. The inability of a

business to meet its current obligations as thikydise even if its total

assets exceed the total liabilities is known asirteal insolvency.

Bankruptcy insolvency occurs where a firm’s totsdets could not meet
the total liabilities. Economic failure occurs whirm'’s total revenues

do not cover the total costs.

3.3.1 Problems of Small Scale Business

Business failure problems may be classified into twain categories,
viz: internal and external factors. The internabljems are mainly
management problems. Majority of small-scale bissas failures may
be caused by the poor quality of management. Tloe gperated small-
scale business will fail, the well managed will seed.

(a) Internal Factors
Many of the internal factors affecting a small-schiisiness include:

(i) Wrong Choice of BusinesEstablishing a business on a wrong
footing may lead to its sudden failure. Entrepreseshould
choose business fields that are promisingerahan slogging
it out with business opportunities already crowded.

(ii) Lack of business connectidnability of an entrepreneur to foster
good relationship with customers and creditors heayl to the
collapse of a business.

(i)  Lack of ExperienceLack of knowledge particularly technical
know-how in the particular business undertaken tioe
entrepreneur.

(iv)  Poor financial control.Inability to maintain proper accounting
records and control may result to fraudulent pcastj which may
affect the survival of a business.

(v) Lack of managerial knoweow. Majority of small-scale industries
lack the necessary managerial know-how for effectand
efficient running of a business

(vij  Over Extension of Creditn their eagerness to make sales, most
small scale business extends unwarranted creddusbomers,
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(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(b)

without a clear cut credit policy and method oflection. Hence,
many small businesses run into problems of oveersion of
credit.

Unreasonable Expense&xcessive expenses can affect the
survival of a business; expenses must be kept t@bmolute
minimum to ensure success.

Inventory problemsOverstocking or buying slow-moving goods
can be very costly for a small scale business.

Location problemPoor location may affect a business. Inability
of a business to be located where substantial quortf the
customers can be easily reached may contributeusinéss
failure.

Absence of productivity improvementtechniques.

Unethical Business PracticesSuch as product adulteration,
dishonesty, bribery and corruption may contributebusiness
failure.

Lack of Adequate AttentiorNeglect of the business by the
entrepreneur may results from bad habits, poortineaiarital
difficulties, complacency or laziness. For a basmto survive,
the entrepreneur must give adequate attention.

Personal Characteristic®?ersonal characteristics can be a major
factor for success or failure. Self-employed pessarust have
mature, balanced personality and an aggressiveordgilc
character. These characteristics are essentialdaling with a
number of internal and external groups. Small scalestrialists
fail because of inadequate personal characteristics

Marketing problemsAmong the contributory factors of business
failure is the marketing problems that manifestinvariety of
ways such as non-standardization of producéppropriate
pricing, poor promotional activities etc.

Inability to Attract Qualified Manpower.Most small-scale
businesses cannot afford to employ competent aritledsk
manpower due to the financial status and reputation

Lack of Employees SatisfactiorEven, where small-scale
businesses are fortunate to employ qualified mampovhe
general working conditions are very poor. Even, duocratic
leadership style of some entrepreneurs contriltotéise business
failure.

External Problems

These are some uncontrollable external factors tfoatn the
environment within which small businesses must afjgerThe main
environmental problems include:

(i)

Capital shortage:Small-scale businesses have serious financial
problems in at least the following aspects:
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(a)

(b)
(c)

(ii)

(iii)

(iv)

(v)

(vi)

3.4

Securing funds. The level of income, inability toeeh the
stringent conditions of banks and insufficient dangenerated
through personal savings.

Building and maintaining adequate financial ressrve

Securing Long Term Equity Capital

Competition: Entrepreneurs that slog it out in already crowded
businesses are likely to face the problem of caitige with
large corporations. Majority of these giarfirms have
competitive advantage over small-scale businebsesuse of
economic of scale.

Lack of Access to TechnologyOne of the main problems
affecting the success of small scale industriésis to do things

e.g. how to design, produce and distribute goodks services.

Small-scale industries are characterized by obsdkthnology

due to poor financial status and inadequacy of ék&nsion

services.

Lack of Raw Materials:Small-scale industries that rely solely on
imported raw materials may likely find it diffitulo secure the
required inputs for production.

Deficient Policy Framework:For small-scale business to survive
there is need for appropriate enabling environm&his may
result from unfair government and local authoriggulations,
inadequate infrastructural facilities, cumbersommwd and
regulations.

Limited Availability of Extension Services Research
institutions, industrial development centers, mamagnt
institutes, and other institutional framework farcsess of small
scale business. These institutes are poorly funidenice they are
unable to properly execute theirfunctions.

Symptoms of Business Failures

In discussing the various causes of business ésjuattempt should be
made to distinguish the symptoms of failure frone fhroblems. The

symptoms of failure are the indicators of failurkatt alert the

entrepreneur of impeding problems that may leathéocollapse of the
business, if the problems remain unsolved. Onces§meptoms are

sighted and they converge, the more dangeroess dne, therefore
become evident failure signals, if correctiveeasures are not taken.
These symptoms include:
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(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

3.5

Deterioration of Working Capital Working capital is the amount
of cash necessary to cover anticipated currentreipge. The
main components of working capital are the aurrassets.
Therefore, when receivables, cash and inventora:a be
easily converted into cash and the amount of warksapital
cannot sufficiently meet the obligations of thereut creditors,
the business failure may likely be experiencedpiactice, the
working capital position of a small scale businesay be
affected by continued operating in losses, unusoatrecurring
losses, payment of excessive managerial bonusegr- ov
investment in fixed assets, excessive long termayeent,
absence of cash planning etc.

High Debt Ratio. The higher the rate debt financing to the
amount contributed by the owners. The more the nkeed
corrective measures. High debt ratio signifiess&yribusiness. It
implies that the business is solely financed byditog's funds.
This may reduce the reputation of the business.

Declining Sales.Inability of the business to maintain consistent
growth in sales turnover.

Declining capacity utilization.Persistent reduction in production
capacity

Low Quality of ProductDeclining quality of product.

High labour turnover. The rate of which employees leave the
firm

High Rate of Fraudulent practicedncrease in fraud.

Survival Strategies for Small Scale Business in Négia

Business success and failure are two sides ofaime £oin. A business
will succeed if it is properly managed and it opesain appropriate
enabling environment. In short, survival strategies small-scale
business can be discussed from two perspectivessnhl and external
survival strategies.

3.5.1

Internal Survival Strategies

Survival of small scale businesses requires adecgkraawledge of the
market and customerdn general, successful internal management of
small-scale business will require the following:

164



(i) Careful analysis of the markets
(i)  Proper planning and effective launching of the hess.

Assessing the entrepreneurs’ readiness for thenéssi and the
feasibility of the proposed investment. (iii) Propefinancial and
accounting practices to prevent fraudulent prastice

(iv)  Maintenance of adequate records such as finaneiggense,
personal credit sales records, inventory recdds e

(v) Thoughtful selection of goods.

(vi)  Choosing a strategic location

(viij Maintaining strong reliable and effective relatibips with
customers, suppliers and community.

(viii)  Effective credit control system.

(ix)  Employment and motivation of skillful personnel.

(x) Developing a well planned marketing strategy.

(xi)  Maintenance and observance of sound ethical pesctic

(xiiy  Utilizing productivity improvement techniques suels TQM,
Motion and Time study etc.

(xiii) Acquiring necessary  entrepreneurship  skills through
formal entrepreneurship development programme (EDP

(xiv) Effective management of the business, properly giesi
organization, motivation, controlling etc, will mwibute to the
survival of small-scale businesses.

(xv)  Improving on the quality of goods and services ezad.

(xvi) Personal factors. Effective management in someamstepends
on personal factors. The ability to manage is obsiy a human
attribute.

(xvi) Understanding the business areas will contributbéosuccess of
the entrepreneur.

3.5.2 External Survival Strategies
The external survival strategies may focus on thmae areas:
(A) Creation of an enabling environment. In view of flaet that

small scale businesses are affected by problembh ssclack of
supportive environment. The following strategiesyrha recommended:
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(i)

(ii)

(iii)

(iv)

(B)

(i)
(ii)

(iii)

(€)

(i)
(ii)

(iii)

4.0

Improving the institutional capacity of governmeagencies
through proper funding to enable them contribufectifvely to
the success of small scale business.
Liberalization of the existing regulatory environmeelating to
small scale business to enable this sector comésbipositively
to the development of the nation.

Provision of physical infrastructure and expanéthe existing
ones to provide services.

Assisting the small scale industrialists in creatod markets for
their goods and services. The government may ésttallpolicy
that encourages the purchase of products manuégictwy this
sector.

Finance Strategy: Majority of the small scale basses fail
because of their inability to acquire credit fdaigs. Hence the
following strategies may be suggested.

The government may increase loanable funds graiotesall-
scale industry.

Financial institutions should be encouraged by rmeari
incentives and policy guidelines to lend to smaltale
entrepreneurs. Although, every annual budgdtalways
indicate monetary guidelines for granting loans itdustrial
sectors with emphasis on small scale industriesvever, this
should be properly monitored to ensure strictglence.
Orientation of financial institutions to modify tinecollateral
requirements and their attitude toward loan apgibe of small
scale enterprises.

Development of Entrepreneurship Culture. The unibpes
entrepreneurship culture has contributed negatitcethe failure
of small scale enterprises in Nigeria. Specificoramendations
in this regard will therefore include:

Development of entrepreneurship culture by mearmsvareness
Introducing  entrepreneurship  development educatiom
Nigeria Institutions particularly higher institatis.

Establishing asmall business centers where the
practical aspect of entrepreneurship in smallestaisiness
will be gained.

CONCLUSION

We noted from our discussions that most classiboat of business
units into large and small are based on qualitatimel quantitative
judgment.

We defined small scale business and noted the ftTharacteristics
possessed by this form of business. Also, wetifilesh and discussed
the roles of small scale business in entreprengurdbvelopment,
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enumerated the symptoms of business failures aodllgglisted the
various survival strategies available to smallestalsinesses in Nigeria.

5.0

SUMMARY

In this unit, we have,

discussed small scale business;

stated the role of small scale business in entneomship
development;

enumerated the problems of small scale businesstiiéd the
symptoms of business failures;

listed the various survival strategies availablestoall scale
businesses in Nigeria.

In the next unit, we shall examine another topatrepreneurship as the
driving force in organisations’.

6.0

1.

7.0

TUTOR-MARKED ASSIGNMENT

List the main areas of focus in external surviviahtegies for
small scale businesses in Nigeria and explain vwhdous
strategies under them.

What the internal survival strategies are availablemall scale
businesses in Nigeria? List and brieflydiscussfanr of them/
Identify the symptoms of business failures and uliscthree of
them.

What role does small scale business play in theldpment of
entrepreneurship in Nigeria?

REFERENCES/FURTHER READINGS

Fadahunsi O. (1992) Entrepreneurship and Smallsingievelopment
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UNIT 4 THE DRIVING FORCES OFENTREPRENEURSHIP

CONTENTS

1.0 Introduction

2.0  Objectives

3.0 Main Content
3.1  Entrepreneurship as a Driving Force behind Org#inisa
3.2 Entrepreneurship and Self-Employment
3.3 Entrepreneurship and Economic Development Process
3.4  Psychological Prerequisites of Successful Entreqaren

4.0 Conclusion

5.0 Summary

6.0  Tutor Marked Assignment

7.0 References/Further Readings

1.0 INTRODUCTION

In the last unit, we discussed small scale busjngtsged the role of
small scale business in entrepreneurship developreenmerated the
problems of small scale business; identified thmmpms of business
failures; and listed the various survival strategigailable to small scale
businesses in Nigeria.

In the next unit, we shall examine another ¢ppentrepreneurship as
the driving force in organisations’.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o discuss some of the theories that support entreprship as a
driving force behind organisations;

. describe how entrepreneurship aids self employment;

o state the role of entrepreneurship in economic ldpwneent
process;

o list and discuss the psychological prerequisitessoécessful
entrepreneurs.

3.0 MAIN CONTENT
3.1  Entrepreneurshipas a Driving Force behind Organis&ion

Since the time of Marshall, the concept of entreprueship has
continued to undergo theoretical evolution. For nepke, whereas
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Marshall believed entrepreneurship was simplyditneing force behind
organization, many economists today, but certanoty all, believe that
entrepreneurship is by itself the fourth factor foduction that
coordinates the other three (Arnold, 1996). Unfoately, although
many economists agree that entrepreneurship isssagefor economic
growth, they continue to debate over the actua thht entrepreneurs
play in generating economic growth. One school tiought on
entrepreneurship suggests that the role of theegrameur is that of a
risk-bearer in the face of uncertainty and impdrfaformation. Knight
claims that an entrepreneur will be willing to behe risk of a new
venture if he believes that there is a significahance for profit
(Swoboda, 1983). Although many current theoriesentrepreneurship
agree that there is an inherent component of tisk risk-bearer theory
alone cannot explain why some individuals becomeepreneurs while
others do not. For example, following from KnigMjses claims any
person who bears the risk of losses or any typencértainty could be
called an entrepreneur under this narrow-definiadrihe entrepreneur
as the risk-bearer (Swoboda, 1983). Thus, in ortterbuild a
development model of entrepreneurship it is necgdsalook at some
of the other characteristics that help explain v#oyne people are
entrepreneurs; risk may be a factor, but it isthetonly one.

Throughout the evolution of entrepreneurship thedifferent scholars

have posited different characteristics that thejiebe are common
among most entrepreneurs. By combining the abosmadate theories, a
generalized set of entrepreneurship qualities da developed. In
general, entrepreneurs are risk-bearers, coordgaod organizers,
gap- fillers, leaders, and innovators or creatméators. Although this

list of characteristics is by no means fully conifesive, it can help
explain why some people become entrepreneurs watiiers do not.

Thus, by encouraging these qualities and abilitigevernments can
theoretically alter their country's supply of dorti@entrepreneurship.

Although economists have posed many theoreticarpnétations of
entrepreneurship, there has been very little ecadiresearch conducted
on this phenomenon, especially compared to the amofiresearch
conducted on the other three factors of productiomparticular, growth
and development economics has "suffered ratheowsy from the
neglect of the entrepreneurial role” (Kirzner,839 69). This neglect
has occurred for two main reasons. Firstrepmeneurship is
difficult to measure empirically. Since few econsisican even agree
about how to define entrepreneurship, developirgtdiols to measure
it has been especially problematic. Second, akmaal in the theories
above, entrepreneurship is characterized by unocgrtand typically
occurs in the presence of imperfect informationknawn production
functions, and market failure. As Leibenstein clgirentrepreneurship
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arises "to make up for a market deficiency" (199Hpwever, the
majority of mainstream economic models assume gerfdormation
and clearly defined production functions. Thusremteneurs typically
fall outside of these models (Leibenstein, 1995).

Like Leibenstein, Kilby suggests that entreprenieipréias been largely
overlooked in economics. Kilby claims that entreynership exists
"only in the lower realms, where imperfect knowledgnd market
failure are granted an untidy presence;" as result, many
economists disregard this phenomenon, particularconomic models
dealing with developed countries (Kilby, 1983). Hower, many models
that focus on the underdeveloped economies of LD€ax their

assumptions about perfect information. This moralisgc view of

economic markets allows entrepreneurship to startdae one of the
leading sources of market transformation and ecanmayrowth and

development.

3.2  Entrepreneurship and Economic Development Process

Leibenstein maintains that there are two simultasesteps in the
process of economic development for LDCs: econogrmwth and
market transformation. In order for a country toremase its per capita
income, it must have a "shift from less prcidee to more
productive techniques per worker" (Leibenstein,8)99his shift is the
process of market transformation, and it can beiiested in the
creation of new goods, new skills, and new marketsrepreneurship is
the driving force behind both growth and transfotiora

Without entrepreneurs there would be no new innowmabr creative

imitation in the marketplace; hence, the transfdroma to new

production methods and goods in the country wowoldtake place. As
entrepreneurs transform the market, not only dg ghrevide new goods
and services to the domestic market, they alsoigeoa new source of
employment to the economy (Praag, 1995).

As a result, entrepreneurship is a necessary irggreah the process of
economic development; it both serves as the cdtdlyr market
transformation and provides new opportunities fooremic growth,
employment, and increased per capita income.

Although entrepreneurship can directly affect thterof an economy's
transformation and development, few countries hastevely pursued
entrepreneurship encouragement programs. Addiliprmaany LDCs
have focused more on encouraging entrepreneurshifnd form of
multi-national corporations (MNCs) rather than dete and
indigenous entrepreneurship. MNCs can certainlyeiase a country's
income, provide market innovations, and serve hes datalyst for
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market transformations; thus, MNCs can be used asowce of
entrepreneurship-led development. However, Saegdests that it is
preferred for governments to promote domestic andigenous
entrepreneurship because domestic entrepreneursaeeaware of the
market gaps that need to be filled domesticallyeédla 1998). Thus,
instead of producing goods that might not be corelirwithin the
country, domestic market forces encourage domesticepreneurs to
create innovations and creative imitations thafilfud real market
deficiency domestically. Hence, MNCs can be wusedr fo
entrepreneurship-led development, but domesticeprégneurship is
thought to be more effective.

3.3  Entrepreneurship and Self-Employment

Theorists disagree, however, about whether ormfotmal sector self-
employment is beneficial for entrepreneurship-ledvedlopment. Saeed
suggests that many of the small family enterpréses shop-houses that
make up the informal sector are indeed entrepréeuventures. He
asserts that the close-knit structure of the sfaalily enterprise is
conducive for the incubation of ideas that areetsn the informal
sector and later used to transform market prodacid processes.
Additionally, Saeed claims that women and young ppeoare
traditionally excluded from the formal sector; shu their
entrepreneurial ideas are locked out of the &rmarket. However,
since small-family enterprises in the informal sedypically involve
women and youth participation, the informal seatan often serve as
the outlet for their entrepreneurial ideas (Sa#8€83).

Unlike Saeed, Carree et. al. suggest that self-eynpnt in the
informal sector can actually thwart entrepreneyrsbdd growth. They
assert that an economy will suffer from lower griowates both when it
has too little and too much domestic business ostmg Since many
enterprises in the informal sector sell goods ovises that are already
available in the formal sector market, informal teecenterprises are
often redundant and fail to provide market transfations. According
to Carree et. al.,, business ownership in thérial sector rarely
transforms the structure of the economy or producew market
innovations or creative imitations. Thus the pregerof business
ownership in the informal sector of a country doest ensure
entrepreneurship-led growth because simple busioes®rship is not
necessarily market transforming. Hence, businessecship is not
synonymous with entrepreneurship (Carree, 2000).
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Since entrepreneurship can serve as a positmacs of economic
growth and development, governments should attémjpicrease their
supplies of market-transforming entrepreneurshigthcigh it is
debatable as to whether the informal sectortridy a source of
entrepreneurs, governments can insulate themsebraghis debate by
focusing on the encouragement of market-transfogmi
entrepreneurship, and not simply business owneishioth the formal
and informal sectors.

Before policy makers can increase the supplyeonfrepreneurship, it
is necessary for them to understand what faatiest the supply of
entrepreneurs. At its most basic level, the supplgntrepreneurship is
determined by two factors: opportunity and williegs to become an
entrepreneur. According to Praag (1995), opponusit'the possibility
to become self- employed if one wants to." The priynfactors
affecting opportunity include one's intrinsic epreneurial ability,
starting capital, ease of entry into the marketd ahe general
macroeconomic environment. Alternatively, willingseis the relative
valuation of work in self- employment compared tee's other options
for employment. In terms of opportunity cost, andividual's
willingness is positive whenever self-employmentperceived as the
best available career option. Thus, willingneswiserently affected by
the anticipated market incentives that are avalafdr would-be
entrepreneurs, namely profit and economic ben@itaag, 1995).

The supply of entrepreneurship is thus dependenbaih individual

level factors and general economic factors. Poleyens can improve
the economic factors that face potential entreprenddy initiating

market reforms that both increase the market imeesitand the
availability of capital that is available to entrepeurs (Wilken, 1979).
In terms of the non- economic factors that affentrepreneurship,
policymakers are more limited in what they cashiave. Many

economists such as Marshall and Mill suggest that just anyone
can be an entrepreneur. Nonetheless Marshall imtiiat the skills of
an entrepreneur can be taught (1994). Thus, poékens can affect the
level of entrepreneurship in their countries byftang policies that

reform the market in order to encourage entrepnmsigu both

economically and educationally.

Not surprisingly, regional variations have beennfdun the levels of
entrepreneurship between countries. In their cnad®nal study of
entrepreneurship, Davidsson and Wiklund (1995) ssgthat regional
variations in the levels of entrepreneurship afle@mced by the cultural
values of the people. They claim that "cultural aecbnomic-structural
determinants of the new firm formation rate wersipeely correlated,”
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thus suggesting that cultural differences in batlues and beliefs help
explain regional variances in the supply of enteepurship. Despite
this relationship, other studies on migrant anchietentrepreneurs have
found that cultural beliefs and values rarely segpr aspiring

entrepreneurs. Although cultural hostility towasfgrepreneurship may
stifle it in a particular region, migrant entrepeeins frequently move to
new areas in order to start their enterprises. ;Ttwitural hostility may

prevent entrepreneurship in a particular regiort, dmme other region
will, in part, benefit from the migration of thehetic entrepreneurs
(nDoen, 1998).

Basic economics teaches that supply is only a aestsstory of market
phenomena. Thus, for countries to benefit from e@asmg their
supplies of entrepreneurship, traditional ecoits suggests that
those countries' would also need to promote the adem for

entrepreneurship. However, little has been writtdout the demand
side of entrepreneurship because it a calculabbndemand is
intrinsically  built into entrepreneurship. As benstein suggests,
entrepreneurs are gap-fillers who perceive andecorfor market
deficiencies. Thus, so long as there are markatideties, there will

naturally be demand for entrepreneurs to corremntbAs a result, when
governments promote the supply of entrepreneurshiigy are

essentially encouraging entrepreneurs to seek dwdt warts of the
market demand them.

3.4 Psychological Prerequisites of SuccessfulEntreprenr

Jimngang (2004) describes the entrepreneur asadiee can move an
idea into a viable and profitable commercialdenew product, new
market, or new industry. In order to achieve tling, needs the right
frame of mind and the ensuing success starifditg up from this
mindset. He states further that, for an entreprergaiting to the state of
mental preparedness requires the following psydicébtraits:

3.4.1 Think Positively

There is uncertainty at the core of all human &@etis; nevertheless, we
should not be discouraged. To be successful rasergrepreneur, we
need to think success. Success starts fornoing before it is
achieved. As humans, we need to wear the icoowthat we are
capable of getting to heights and places. Thet fstep to success
lies in conceiving it deep within self by inwaydénvisioning self,
dreaming it. We should not be afraid or negativaffected when our
close friends and relatives call us dreamers becaus have an
“unattainable” plan. It should be noted that grspirits have always
encountered violent opposition from mediocre mir#s)ce, the need to
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have belief and while in action; the mind, the brand the surrounding
circumstances interact in ways and means that lysaradi surprisingly
convert dreams to realities.

We should therefore think positively, have self-td@nce and be ready
not to relent any effort required before attaghaur goal.

3.4.2 Be Ambitious

By ambition, we refer to a long-term plan. It isasified, thus stretching
through midway between ambitions or objectives. eseh midway
objectives are like a stairway up to theflopr of a tall building

ever stated. To that extent, for a deed or achiem¢rno be worthwhile
or significant, it must not necessarily be grandiatume or colossal in
amount. It may even be intangible, but still vesyuable.

Below is a hierarchy of ambitions as postulatedJbgngang (2004)
from which you discover that ambitions could obéne tfollowing
classificationsurvival security bourgeoisigaristocracy andcharity.

“Survival’ ambition — This level of ambition is basic. The things, acts
and income that result can barely afford thedsa$o spare one’s life
and the lives of those under one’s care @dradtge. Ambition is,
here, limited to a battle to exist as a creaturaroanimal. Food, water,
shelter, clothing, and a few other things necesfaryiving constitute
the ultimate acquisitions of this level of ambitiohis level
corresponds to the “gatherer/hunter/fighter” agkigtory.

Another example of this ambition was that of a wamdno ran a home-
based restaurant selling a local, but coveted medamala”. She
prepared it so well that there were jams at heréndoring lunchtime.
Regularly customers would stand and wait outsidehbene for seats to
be liberated in her sitting room that had a veryakroapacity. When
customers counseled her to expand the businessegireed that she
would abandon the trade the moment she gtiusband. She was
clearly unenthusiastic and did the sellingtjuo have enough to
make afforded to make ends meet. The truth wasittivas not a trade
for her but a pastime and not even a favourite one
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Figure 2.1 Jimngang Hierarchy of Ambitions

Charity

/ Aristocracy \

Bourgeoisie

/ Security \

Survival

Source: Jimngang, G.Y. (2004). The Culture of Entreprenieips
Douala: Treasure Books Company Limited, Camerogn3g.

Around the same period, she trained another latip, Mater set up shop
in another area of the town. This second lady muded the whole
cooking and selling process — she represesée@preneurship. It
did not take long for her to be a household nam@swn. Even though
the second lady was more expensive than the finst,second lady’s
business witnessed growth in staff, logistics, meoand profits. In
short, she converted a local staple meal into atseafter delicacy.
Within a short period, her restaurant became amgund a tourist
attraction.

From the story of the two women just narrated, reheare many
remarks that can be drawn. These remarks reddtee credentials of
the entrepreneur and the situation where thererngpetition.

“Security” Ambition

This level of ambition is, of course, higher thamvéval in that the
elements are more, in quality and quantity. Liferae brighter and more
hopeful. The great majority of workers in both tmeblic and private
sectors fall within this category. The items meméid above at the level
of “survival” ambition are affordable, and even decent quality.
However, the income earned at this level leaves#raer with nothing
or very little as savings; such savings ought twes¢o upset the heavy
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bills of old age.

Upon retirement, the income at the disposal ofttiea worker, even if
insurance and mutual fund benefits were to bedddoes not permit
the worker to settle, conveniently, the increadlow of bills. Inflation
alone that has built up within the years eats uwad portion of the
book value of any benefits or savings. Worse ai$titutions such as
banks and insurance firms, where the hard-earnggbsits and
premiums were kept, could have the awkward predécarof going into
liquidation before the beneficiaries mature to rolar receive the sweat
of their labour.

The recommendation, here, is to strive to attaieen higher level of
ambition.

“Bourgeoisie” Ambition

This level of ambition consolidates the elements tioé level of
“security” ambition, which already incorporates $lkeoof the “survival”
ambition. Furthermore, there are extra aspects aguisitions that
permit the individual to lead an enjoyable lifestylThese aspects and
acquisitions include the ownership of a good &pra car, and other
amenities. Some other pleasures that could ledsd are holiday
abroad, weekend picnics, cell phones, parties, cautdlining, and
others. Actually, there is comfort, both psyclgpdal and material, in
and around such individuals. Some of the itemdiatlevel, however,
may be acquired through a mortgage or higher psecloa some other
form of credit facility. In some cases, there cob&d some savings and
insurance policies to cater for some contingendiesetheless, there is
a big limitation with regard to ownership and ple&s. The fine
valuables of life are not affordable. Many thingsncexemplify this
limitation: a good house located outside the priemdential haven of
town; a car with just the regular features; flygpnomy class; acts of
generosity and charity are in bits and pieces.

“Aristocracy” Ambition

It is a level with wealth in abundance. Acquisisgpile up, immensely.
The money that was initially sought after has gr@amd is now working
for the master. Real estates, securities (shateskssand bonds) and
other acquisitions such as banks and insurance aolp constitute
some of the items aboard the bandwagon of porfolpending, do not
be shocked, often poses a problem. Acquisitionterhs of lifestyle
tends towards products of the high top- end of nharket, which
symbolizes “arrival” and distinction. The car ot anything with a
motor, but a mark with a prestigious name; the hasmet just a house,
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but a castle singularly perched; the clothes anguan hand-made or
custom-made by famous designers. These items aerally intended

to convey a myth in the eyes of the public or ookkrs. Just add that
parties, travels, concerts, positions, during dayaghers and titles are
part of the paraphernalia for the spicing of thtemaed image.

“Charity” Ambition

This is the peak of the hierarchy. At this levakre is no doubt that the
wealth is vast, with the addition or alternativiebeing fulfilling. This
awareness urges the owner to take pity on thededswed in the
society. In the process, he wants to leave a mark aeal generous
person. In reality, many motives lie behind suclsaaf generosity.
Nonetheless, the undertakings of generosity evokete are not
intended to yield any monetary or material rewdadthe donor. Rather
the donor wants, primarily, to be recognized, estand out, and to be
remembered as a charitable or philanthropic petgégneSuch acts of
donation may fall in one or more of the followiageas: education,
health, famine, poverty alleviation, peace brale, or other acts in
line with the promotion of human dignity. Leadingyures in this
example are, George Soros (a Hungarian-born Ameri¢éenry Ford,
John Rockefeller, computer whiz, Bill Gates etcclBaome in Nigeria,
we can mention the likes of Aliko Dangote, Mikelehiuga, Mobolaji
Bank- Anthony (of blessed memory), etc.

In conclusion, in order to get to the top of theb#an so designed, we
need unshakable attachment to our ambition as aslboldness to
master fear.

3.4.3 Be of Strong Consistency

In every aspect of life, be it sports, politics,research as in business,
we need to show full determination. There is needessolve not to

relent until the point of victory, this beirige ultimate objective.

This desire to forge ahead must be strongurrent, resolute, ardent
and unbending. It must also be long lastingf tis staying power,

because the road is generally long, narrow andrgrget at the end of

it all lie happiness, joy, fame, self- satisfactigtory and honour, and

even the possibility to be charitable to society.

It is noteworthy that there are trials and temptai along the way.
Some situations are difficult and complex that wee@ may be tempted
to give up. Oftentimes, there will be a way ordypded we are patient
and perseverant. We need effort to progress andllysthe effort
required is highly demanding and strenuous. We needink, to work
hard, to go out, and to meet people, to be readgd® humiliation, and
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somehow, like a miracle, find a solution. Time daelf be the solution,
so waiting should be considered.

One could learn from the popular Chinese saying thack of patience
can disrupt even the best plan”. The highly admmettime British

Prime Minister, Winston Churchill, had this to sapout success:
“Success is the ability to go from one failure tether with no loss of
enthusiasm”. It will interest you to note that likelike a wave moment
of ups and downs. Sometimes, it is very jerky, stmmes it is very

calm. Therefore, keep on fighting and strugglirexpect in all

circumstances to have troubles and disturbanceal cforts resulting
from emotional feelings and physical pains incurttedugh the various
efforts to break through.

3.4.4 Fear

Mariz Arza (quoted in Giovagnoli, 1998) expresdedl t'courage is not
about doing something without fear, but about tgkamy strength you
have — even if it is just a grain of courage — ahdnneling to strike out
... when you know what you're doing is morally antieally right”.

Fear is horrific and, if allowed, can act like ankarworm that gnaws at
the fruits of human plan and endeavour. It is tratious feeling that
manifests in us because of our awarenesseafigk of failure of an
operation. This sign is normal and an indicatioat thur mental faculty
is functionally normally. As a human being, it igtaral to have the
sense of fear. This sense has to be understooghesticated,
controlled, and well channeled. Fear should notsbestrong as to
overcome our other senses. It should not be exatggketo the point of
making us cancel a well-planned project or clhedsambition.

Such a reaction to fear would be unfortunateakmess. Learn to
dominate fear. Everybody fears. Chu Chin-Ning9d,9quoted in

Jimngang, 2004) says: “The bravest, strongestaéso the greatest
cowards. The winner takes courage to dominate dedr gets victory

over the opponent psychologically first, and thieygically”.

Fear is not intended to be bad or destructiveolises the emotions that
help guide the ambitious. In this way, it helpsdguthe ambitious in

shaping and reshaping, moulding and re- mouldiegwhys and means
of getting through to success. In reality, onencdrbe afraid nor have
fear until one knows the danger or the imence of danger.

Even though the consequences of failure coulccdiastrophic or

disastrous, one should still show courage and leresh more by the

potential gains and benefits of success.
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The recommendation is that one should practicdb&dance, one the
one hand, the wisdom of Chu Chin-Ning that “amoiged guest often
departs unannounced”, and, on the other hand, dhkksm by Mark

Twain that courage is “resistance to fear, masbérigar — not absence
of fear”.

4.0 CONCLUSION

We noted the various theories that support entnspship as the
driving force behind organisations. We discussettepreneurship as
aid to self employment and also stated the rolesntfepreneurship in
economic development process.

Finally, we listed and discussed the psychologipegrequisites of
successful entrepreneurs.

50 SUMMARY
In this unit, we have,

discussed some of the theories that support eetneprship as a driving
force behind organisations;

described how entrepreneurship aids self employment

stated the role of entrepreneurship in economieldgwment process;
listed and discussed the psychological prereqsisité successful
entrepreneurs.

In the next unit, we shall examine entrepreneursaif organic
functions of business.

6.0 TUTOR-MARKED ASSIGNMENT

1. What are the psychological prerequisites that coaid an
entrepreneur to become successful? List and disham.

2. From the discussions in the unit, how would  dderi
entrepreneurship as aid to self employment?

3. What are the roles of entrepreneurship in econateielopment
process?
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UNIT 5 ENTREPRENEURSHIP AND ORGANIC
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1.0 INTRODUCTION

In the last unit, we examined the topic, ‘entrepreship as the driving
force in organisations’.

In this unit, we shall examine the organic functi@i a business as well
as the forms of business ownership, how they rdis& capital, the
advantages and disadvantages of these businesses.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

o discuss the system and subsystem operating in teTpese;
describe interlinkages among the subsystems imtanpgise;
. discuss forms of business ownership, capital foonat

advantages and disadvantages.
3.0 MAIN CONTENT
3.1  Organic Functions of a Business
Organizations, no matter their size and type, perfeertain basic
functions or activities to achieve their objectiv@hese common
activities or functions are called organic businfesgtions.
3.1.1 Production Function
The production function of a business consistslicd@ivities involved

in the transformation all of inputs, into outputsgmods and services.
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The production function consists of five activit@sdecision areas.
1. Process:

This is design of the physical production systenindludes the choice
of technology, facility layout process flow analysiacility location line
balancing, process control and transportation arsaly

2. Capacity:

The determination of optional output levels for toeganization.
Specific decisions include facility planning, foasting, scheduling,
capacity planning.

3. Inventory:

The decisions involve managing the level of raw eriats work in
process or progress and finished goods. The grégpezific decisions
includes what to order, when to order, how muclbraer and material
handling.

4, Work force job designs:
This involves work measurement, work standard antwvations.

5. Quality:
Quiality control, sampling, quality assurance anst control.

3.1.2 Marketing Function

This is the business function, responsible for idgng, anticipating
and satisfying consumer’s requirements profitablyMarketing
functions include customers’ analysis, buying, isgll product and
service planning, pricing, distribution, market easch, opportunity
analysis and social responsibility. Marketing ati#g can be reduced to
four main components called the 4ps: productmace, promotion,
and price.

Product:

This refers to the quality, features options, stgi@and name, packaging,
size, service warranty and returns that go withdgoand services
offered to the consuming public.

Price:

A set of institutions which perform all the actieg or functions that are
utilized to move a product and its title from pretlan to consumption.
It includes channels of distribution, coverage, alimn, inventory,
transportation and insurance services.
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Place:

A set of institutions which perform all the actie# or functions that are
utilized to move a product and its title from praetian to consumption.
It includes channels f distribution, coverage, tamg inventory,
transportation and insurance services.

Promotion:

A process by which marketers stimulate demand Heir tproduct and
services through marketing appeals and communitafibe activities
include: Advertisement, personal selling, salesrmton, publicity and
public relations.

3.1.3 Finance Function

This is the business function concerned with thavigion of adequate
funds to enable an organization achieve its ohjesti There are three
basic decision areas in finance.

i Investment decision (capital budgeting):
The allocation and reallocation of capital projegisoject assets and
decisions of an organization.

ii. Financing decision:

Determination of the best financial mix or capsaiucture of the firm.
This decision includes examinations of various mdthby which a firm
can raise capital.

iii. Dividend policy:
The percentage of earnings paid to stockholdersined earnings,
stability of dividend payment on time.

3.1.4 Personnel Functions
This is the business function concerned with dftrgcand retaining, the
right caliber of persons in an organization. Thisa enable it achieve its

objectives. These main activities include:

I. Man power planning ii.
Recruitment

ili. Selection
iv.  Placement
V. Training and development
vi. Remuneration
vii.  Discipline
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3.1.5 Communication Function

Communication can be defined as the process ofsftvtening and

understanding meaning. It is only through transngttmeaning from
one person to another that information and ideas lwa conveyed.
Ogundele (2000) states that entrepreneurs of hidystpent between
60% to 80% of the work time communication with th&iorkers.

Effective communication occurs, when the sendessidht or ideas are
transmitted as intended by the sender. Howeverctike/perfect
communication is never achieved in reality.

Functions of Communication:

1) Control:

Communication controls employee behaviour through hierarchies’
of authority and formal guideline of organizatiamsjuire employees to
first communicate any job-related grievance tortimamediate boss, to
follow their job description and to comply with cpany policies.

Equally informal communications controls behavioerg. when
workgroup, harasses a member for producing aboveeituired (level)
rate.

2) Motivation:

Communication fosters motivation by clarifying tmeloyees what is to
be done, how well they are doing and what can bheedo improve
performance if below expectation.

3) Emotional Expression:

Communication serves as a means of expressingdsetif frustrations
and feelings of satisfaction. Therefore, commumcatprovides a
release for the emotional expression of feelanys for the fulfillment
of social needs.

4) Information:

Communication provides the information that induads and groups
need to make decisions. Data are transformed warelused to identify
and evaluate alternatives.

Efficiency: This is the ability to get things done correctly @wing
things right. It is the maximization of outputs input ratios. An
efficient entrepreneur is one who achieves outputs or results that
measure up to the inputs (labour, material and )tiose=d to achieve
them.
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Effectiveness: This is the ability to choose appropriate objediver
means for achieving a given objective. It isndpihe right things. An
effective entrepreneur selects right things to wetk done or right
method for getting a particular thing done.

Every entrepreneur needs to be both efficient dfettere, because an
efficient manager is not an effective manager. Aagger may be doing
things correctly but not focusing on the approgrialibjective.

3.2 Forms of Business Ownership

Brown and Dow (1997) say define business as athefactivities of an
individual or group of individuals in producing awlistributing goods
and services to customers. Business wants to Kkheweeds, wants,
goals, values etc. of prospective and potentiaboorer before they can
sell their goods to them. Business therefore islired in the production
of goods and services, undertake organizing, magagnd marketing.
The resources used by the businesses include humaigrial and
financial resources. Business, no matter the typéimwn, has certain
characteristics such as involvement in the exchdrsgde or transfer of
goods and services, profit motive, productiogoedds and services and
bearing risks and uncertainties.

As mentioned earlier in the unit, we mentioned otiyes of a business
to include:

(i) profit maximisation;
(ii) survival and continuity;

(i)  growth;

(iv)  control of a fair share of the market;

(v) improvement in productivity;

(vi)  initiating innovative ideas for quality product;

(viij  employee welfare;
(viii) ~ service to consumers; and
(ix)  social responsibility to the community that hosis énterprise.

We list below the forms of business ownership tude sole trader or
proprietorship, partnership, business name, cotiperaociety. All
these business ownership whether individuals ongaf individuals or
corporation are all referred to as entreprenélthhese forms of business
ownership listed will be discussed separately inssguent sections of
this unit.

3.2.1 Forms of Business (1) - The Sole Trade

The definitions of a sole trader are almost the esa@@pending on the
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different authors consulted. A sole trader is asperwho enters
business working for him/herself. He/she puts m ¢hpitals to start the
enterprise, works either on his/her own or with &@wpees and, as a
reward receives the profit. A sole trader is a faibusiness enterprise
in which one man owns and manages the businese{@e2004:2). A
sole trader goes with other names as “one-man éssin “sole
proprietor”. Sole trading is mostly found in reilag business. This type
of business is the oldest type of business in Nagéip to 19th century,
most production companies were owned by individualNigeria it is
one of the commonest types of business you seendr You see them
around the cities and villages.

The sole trader starts his business with his owpitalaand labour
(sometimes he may borrow money from friends ortireda assisted
with labour by same people). He organizes the legsirhimself and
takes all the profit or loss that arises. The s@lder therefore represents
many things at the same time. He is a capitalisabse he alone owns
the business and receives the profit. He is a layobecause he
performs most or all the work in the business; fi@an entrepreneur
because he takes on his stride the risk of finde&s. He is also a
manager because he takes decisions and controlsp#ration of the
business.

Features of a Sole Trader

Ownership: A sole trader as the name implies is own by onsquer
Liability: The liability of the one man business in unlimited., if the
owner is indebted, both, the business asset iamqkehsonal asset can be
sold to offset the debt.

Sources of Capital or Finance The capital outlay is provided by the
owner. This source of fund could be through: Peaksaving, Intended
capital, Credit, Borrowing from relatives and Bareks.

Legal Entity: It is not a legal entity. By law the business ane dwner
are regarded as one person. They are not diffetaritke corporate
business; a company is a legal entity, differemnfthe owners.

Motive: It is believe, that a sole trader is into businessiake profit.
Method of Withdrawing Capital: The owner can withdraw his capital
anytime from the business without consulting witlylzody.

No Board of Director: Because he is the owner, no board of directors
that is why he does what is in (vi).

Its Nature: It is a simplest and the commonest type of busionagsyou
can think of.
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Sources of Funds of a Sole Trader
(i) Personal Savings

Many individuals or group of individuals raise mgn&om their
personal savings to set up business.

(i)  Borrowing particularly from Friends and Relatives

It is common, among the Igbo business tradersdhae their brothers
are willing to do business, they give him a helpivend by borrowing
him some amount of money to start his businessnwieestarts making
profit, he will pay. This borrowing is not limitetb brothers alone;
friends and relatives equally help out in this &iton for people to start
up a one man business.

(iii)  Credit Purchase from Manufacturers or Wholesalers

Sole traders get financed through credit buyingnfrimne manufactures
or a wholesaler by selling goods to sole tradexgedit the wholesalers
are financing a sole trader.

(iv)  Donations from Friends and Relatives
Friends and relatives can dash you money purpogelyelp you
continue with your business.

Advantages of a Sole Trader

Sole trader is the earliest form of business owrniprd’he advantages of
this form of business ownership are as stated below

(i) It requires small capital. Can be established duiekd easily
with small cash, there are no organization feestbaedervices of
lawyers to draw up terms are not generally requiteds the
commonest and the cheapest form of business oagaoz

(ii) Easy to establish: This is because it requiresonmdlities and
legal processes attached to establishing the kessimed is
subject to very few government regulations as business of
balance sheet to the registrar of companies isnextju

(i)  Ownership of all profit: The sole trader does noare profit of
the business with any one.

(iv)  Quick decision-making: The sole trader can takelkjdiecisions

since he has no parties to consult or a boss wbesrission he
must get. He takes action as soon as circumstaarss or as
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(v)

(vi)

(vii)

(i)

(ii)

(iii)

(iv)

(v)

soon as he conceives an idea, such flexibilityddd very vital
to his success.

Easy to withdraw his assets: Proprietorship can be

liquidated as easily as it is begun. All what hedsto do is to
stop doing business. All his assets, liabilitiesl @aceivable are
still his.

Single handedly formulates all policies: He deteen the
firms’ policies and goals that guides the businessrnally and
externally and works towards them. He enjoys theaathge of
independence of actions and personal freedom ectitig their
own affairs.

Boss: He is free and literally his own boss buthat same time
continues to satisfy his own customers.

It is flexible: The owner can combine two or maoypes of
occupation as a result of the flexibility of hisdness e.g. a
barber can also be selling mineral and musicalrosco

Personal Satisfaction: There is a great joy in kngwthat a
person is his own master. The sole trader hgieat deal of
that. He also knew that the success and failurth@fbusiness
completely lies with him. This gives him the inagetto make
his business as efficient as possible.

Cordial Relationship, with workers and customersc&ise the
sole trader is usually small, the owner can hawery close
relationship with his workers to the extent thaindstic/personal
issues can be discussed and addressed. He alss kinstwhand
from customers what their wants are. It also ersahim to know
which of the customer’s credits are worthy. Thisdki of

relationship is usually beneficial to all the pasti

Tax saving: Unlike in companies the profits of #wde trader are
not taxed, the owner only pays his income tax.

Privacy: The sole trader is not under any legaligalibn to
publish his accounts for public consumption ragoint stock
companies.

Disadvantages of a Sole Trader

The disadvantages of this form of business owngiisitiude:
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(i)

(ii)

(iii)

(iv)

(v)

(vi)

Bear All Losses and Risks Alone Business is full of risks and
uncertainties and unlike other forms of businesgaoizations
where risks and losses are shared among parthergwner of
one-man business does not share these risks asek lagth any
body as it does not share the profits of the bssingith any
body.

Limited Financial Resources -The greatest single cause for the
abandonment of one- man business form is the redesor
expansion and the resultant need for additiazapital which
is not forthcoming because the capital used in inqirthe
business comes from only one-man and is limiteithéoextent of
his own personal fortune. His inability to raiseom@ capital
limits its plan ofexpansion.

Unlimited Liability - Unlimited liability means that in the event
of failure of the business, the personal assedsperson can be
claimed to pay debts of the business. For a satket, it means

that everything he owns is subject to liquidation the purpose

of setting the ability of the business if the besis fails.

Lack of Continuity - When the sole proprietors retires or dies,
the business may end like that. Though his childrerelatives
may attempt to continue with the business, mostnothan not
they lack the zeal, and or, the ability to operdfteciently. The
imprisonment or bankruptcy of the sole proprietpells similar
doom for the business.

Absence of Specialization As stated earlier the sole proprietor
does so many things by himself. As a result of, thes may not
handle aspects of the work efficiently. This negglli affects the
prospects of the business.

Limitation on Expansion - Because of limited capital, the sole
proprietor may not be able to increase the siz@business no
matter how ingénue he is. As enumeratedegathe sole
proprietor has few source of capital. Except fanks, he may
not get any substantial capital for expansiomtfcally; his
ability to borrow from banks depends on hidatelral which
may not be enough for bank finding.

3.2.2 Forms of Business (2) - Partnership

Denedo (2004) says partnership is an associatiotwofto twenty
persons carrying on a business in common wighview of making
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profit. The partners contribute both funds and rdfdo set up and
manage the business sharing profit (or loss) onagreed basis.
Partnership can also be define as the relatiorthlaipexist when two or
more persons who contribute small money or moneyshain order to
establish, own and manage business organizatidn th# sole aim of
making profit. Partnership is an association of02g&rsons or 2-10
persons as in case of a bank to carry on as cemwof business for
profit. They also share the losses that arism fsach businesses.

Features of Partnership

Following are the features of a partnership forrbudiness ownership:

Ownership: It is formed by between 2-10 people and betweer® 2-1
people in case of bank

Capital: The initial capital is contributed by partnetsability: Their
liability is unlimited except for limited partneFormation motives:
They are formed for profit reasons.

Sources of capital: contribution from the partners ploughing back
profit, loans from banksMethod of withdrawing capital must be
approved by other partners as laid down in theimgaship deed.

It hasno separate legal entitylt hasno board of directors.

Types of Partnership

We have principally two types of partnership namelydinary and
limited partnership.

Ordinary Partnership - All members or partner take active part in the
management of the business and are generally liakday loss or risk.
All partners have equal responsibility and bertree risks of the
business equally. All the partners have equalwgrs, unlimited
liabilities, take active part and profits are shibegually.

Limited Partnership - Any members in this category, his debts are
restricted to the amount of money contributed inning the business.
Not all partners take equal part in the managerénheir business.
But there must be a member who bears the risk &saltakes active
part in the business activities. In other words limited partnership,
there is at least one ordinary partner who hasnitdd liability.

Kinds of Partners

We have five types of partners and they include:

Active Partner: This is the partner(s) who take active part in the
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formation, financing and management of the busin@®®y receive
salary for the role they play as a manager or magadirector or
director of the business as spelt out in the pesine deed.

Dormant/Sleeping Partner: This partner contributes only the money
needed for formation of the business or for runrofghe business. He
is not involve in managing of the business and dvesceive salary.
He is only entitled to profit sharing and lossesitass agreed upon
before formation.

Normal/Passive Partner:A normal partner is one who is not actually a
partner but who allows his name to be used inpménership or who
gives the public the impression that he is a maréven though he may
not share in the profit of the business. This ipatner appointed
because of his experience, fame or wealthy posifldrese members
may be men and women of substance whose name eategthan
silver and gold like retired army generals, poigitcs, civil servants
,successful business men.

Silent Partners: A silent partner is an individual who is known toet
public as a partner but who does not take activeipdhe management
of the firm.

Secret Partner: A secret partner is that who is active in the adfaf
the business but not known to the public as a partn

Sources of Funds for Partnership
The following method could be used by partner twdftheir business.

(i) Contribution from members
(ii) Ploughing back profits

(i)  Borrowing from the bank
(iv)  Enjoying credit facilities

Article of Partnership or Deed of Partnership

This is the document that regulates the activioéshe partnership
business. It is the “constitution of the partngpsbusiness aimed at
guiding against, or resolving disagreements. hasmally drawn by a

solicitor for the partners. The partners agreesigd the document. The
deed of partnership is not legally required. Wasy essential. The style
and contents of the deed of partnership vary froantnership to

partnership. They include all or some of the folilogv
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Name of the firm

Name of the partners

The place of business

The description of the nature ofbusiness

The amount of capital that each part is to contebu

The role of each partner in the business

The method of profits and losses sharing

The compensation, if any, the partners are to vedeir services
rendered to the business

The right of partners in the business

How long the business shall last

Partner’s rights in the business

How matters shall be determined either by majmatie or not
Provision for the admission of new members

The arrangements concerning withdrawals or addition
investment

Arrangement for the dissolution of the firm in tieent of death,
incompetence or other causes of withdrawal of@nmore of its
members.

Once each partner agrees to sign this documeitedbmes a legal
document that is enforceable in a court of law.

Advantages of Partnership

The following, are the advantages of partnership:

(i)

Greater Financial Resources: Unlike a one-man, business
between two and twenty persons forms the partnershi

translates into more capital for such business @mpto the

one-man business. By so doing ability to borrow frem bank

and be approved is higher and better compare tonwme

Benefits of expansion are higher because more fuacs

available.
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(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

()
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Combined Abilities and Skills: In partnership, there are various
partners, with various ideas, i.e. accountantskatars, bankers,
historians, managers etc. may come to togetherotm fa
business. They will put into use various talent akhimay
advance the company more compare to a one-mandsgsiwho
is the only talent.

Greater Continuity: Relative to the sole proprietorship, the
partnership has a very great tendency of contireugn in death.
The death of a partner may bring about a re- orgdioin of the
partnership, but the remaining members are likelpdave some
knowledge that will enable them to continue with HBusiness.

Ease of Formation: Like-one-man business, the partnership is
fairly easy to organize as there are few governaleagulations,
governing the formation of partnerships. The invesits duties,
privileges, liabilities and other relationships tbe partners are
mutually agreed upon, and as soon as the new mendret
materials have been brought together, the busisessady to
function.

Joint and Better Decision: That two good heads are better than
one and this is applicable to partnership bissinghere joint
and better decisions are taken.

Creation of Employment Opportunities: The large size
partnership is in a vantage position to employ mioreheir
business because of its huge financial resources.

Employment of Valued Employees:In order to secure the
advice and experience of esteemed employees. Tieeynade

partners in the firm. This is a way of enhancititeir personal

work as well as that of the firm.

Tax Advantage: Partnership enjoys tax advantage. Taxes are
therefore, levied upon the individual owners ratien upon the
firm as it are not recognized as a legal entity.

Application of Division of Labour: This is applicable in its
managerial and administrative hierarchy.

Privacy: Like the sole proprietorship, partnerships are urater
any legal obligation to publish their books of amcts for public
consumption.
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Disadvantages of Partnership

The disadvantages of partnership form of businesgecship are:

(i)

(i)
(iii)

(iv)

(v)

(vi)

(vii)

(viii)

Unlimited Liability: If the business fails in the process, assets
will be sold to offset their liabilities. In a s#tion where the
assets can not pay for the debt, the owners’ patdmeiongings
could be sold to offset such debts.

The Business is not a Legal Entity:Most of the partnership
business has no legal backing.

Disagreement and ResignationDeath of a partner can lead to
the death of a business especially the active pariost of the
partnership ends with disagreement. Disagreemestause of
action or Opinion lead to resignation which coutéd to total
death.

Decline in Pride of Ownership: Since the partnership is owned
by at least two people the pride and joy associateth
ownership is reduced. Unlike in sole propnistip wherethe
owner enjoys great pride in his business.

Bureaucracy Leads to Slow Decision and Policy Makg:
Meeting that require quorum, may not alwaysooeed.

Risk of Mandatory Dissolution: Where a member withdraw his
membership or admission of a new partner becameesssary,
the partnership will be dissolve and another agesd reached to
admit such member. The rigors involve in thisedious, which
may be a problem for such act.

Limited Capital: This partnership can not get more capital
through shares except through members.

Restriction on Sale of Interest:There is a difficulty in affecting
transfer of ownership. The interest of operat®nat transferable
without the consent of other partners.

3.2.3 Forms of Business (3) - Registered Business Name

Assuming that Hamza, Aliyu and Hamza, Bilikis irdento operate a
business under a name ‘Hakuri Maganin Duniya’ Eises. The
Business Names Act 1961 and Companies andligd Matters

Act, 1990states that “whether or not Hamza, Aliyu and Hanibkis

incorporate or form a partnership, since they wishrade under the
name of ‘Hakuri Maganin Duniya’ Enterprises, it Mdle necessary for
them to register the business name under tBeisiness Names
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Act/CAMA.

Registration would not be required if Hamza, Aliyand Hamza,
Bilikis are in partnership, traded under theidividual names or if
after incorporation the company, traded undernt®iporated name. It
is only where a person trades under a name otherhts/her own that
registration is required.

The registration of business name is undertakéneaCorporate Affairs
Commission (CAC) in Abuja. As soon as the regigiratcertificate is
issued, the business name now becomes the badsndfication of the
business concerned. The certificate of registrat®mssued by CAC
upon payment of requisite fees.

3.2.4 Forms of Business (4) - Cooperative Society

Cooperative is a word derived from two Latin wordeaning —

“Working together”. The dictionary meaning of coogteve also implies

“working or acting together for a common purpos€boperation, on

the other hand, literally means the will to cooperaAccording to

Ejiofor (1989, quoted in Ige, 2011), some writeravé defined

cooperative as “an association of persons facethbysame problem,
having resources on the basis of equality, throjoght effort and

mutual participation to remedy their plight”. Oteadefine cooperative
as a society, a group of person who pool theiruess to produce, buy
or sell goods among themselves for mutual benefit.

Coady International Institute, however, defines pmative as a “free

association of persons legally constituted for ghepose of conducting
an economic enterprise or business which they cbatrd administer

democratically according to established principlesd technique”.

Each of the definitions stated above emphasise® thmain issues. The
first is the voluntary nature of the associatioecadly, the collective

efforts of the people, which imply that people’deavours are geared
towards the success and betterment of the coopgrdtoe third factor

is the issue of collective control. This, by implion, means that if
there is any benefit or problem accruing ®ghciety, such benefit or
problem belongs to all the members.

Calvert in his book — “The Law and Principles ofdperation” define
cooperative as a form of organisation wherein pessgoluntarily
associate together as human being on a basis qudligy for the
promotion of the economic interest of themselvebi. Calvert's
definition, the points emphasised here are thapewive is a means to
an end and an end in itself. It is never a goaldsuexcellent way of
reaching the goal. The word “Voluntarily” implielsat any association
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that springs from compulsion as against a freewdhnot be genuinely
said to be cooperative in the orthodox sense dEtine

A member’s influence and voice in a cooperativaetgcshould entirely

depend not on his wealth or his political or sopiasition, but purely on
his human qualities such as honesty, intelligenu tact. This is the
origin of the cooperative principles, which bordersequality of human
beings. Similarly, the phrase “economic interes§ eontained in

Calvert's definition has been stretched to covéepspheres of action
and not mainly the attainment and the use of wealth

Although, the greatest service rendered by the exatjve have been
most entirely in the purely economic sphere, thepeoative society is
not a philanthropic institution as it exists to fhéis own member and
not other people. If a cooperative is to succeetust meet a definite
need felt by its members and must be capable otimgesuch need
more effectively than the individual effort of meerb could do.

The phrase “self help through mutual help” thereforcorrectly
summarises the general meaning and purpose of iogesocieties.

Distinction between Cooperative Thrift and Credib8ety (CTCS) and
Traditional Ajo or Esusu

We will now detail the distinguishing features ofiet Modern
Cooperative Society (CTCS) and the traditional “Ago “Esusu” as a
means of saving or obtaining financial assistangeheir respective
members.

CTCS ‘AJO’ or ‘ESUSU’
1. The membership of CTCS|1. Membership is limited
unlimited or unrestricted. restricted.
2. Life of CTCS is perpetual 2. Life terminates when the [
a corporate body. member takes his turn.
3. Credits are made available3. Credits are made availabl¢
alltimes. certain times only.
4. Loans are usually given ¢. There is favouritism and b
on merit. in granting loans.
5. Inspection  or  periodps. No inspection or period
auditing is allowed. auditing is allowed.
6. Capital is kept revolving. 6. Capital is tied dow
7. Many members enjoy sogqunnecessarily.
and economic benefits. 7. Very few privilege
8. Modern scientific method members enjoy its social 3
operation is involved. economic benefits.

8. Traditional or
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unscientific method of

Cooperative Principles

Cooperative principles are usually associated \Wtichdale Pioneers
who are referred to as the founding fathers ofrttoelern cooperative
societies. These principles are coined from ghpulation of the
cooperative laws but varied to suit the type ofistydbeing formed by a

group.

The number of these principles is either increased reduced
depending on the taste of such group or body towns the
cooperative..... Regardless of the number, hewdtiese principles
stil forms the basis of the universarinciples of modern
cooperative as recommended by the Internationap@&adive Alliance
(ICA). Among the basic principles as observedtbhy body are:

(i) Open and voluntary membership.

(ii) Democratic control and equality ofmembers.

(i)  Limited returns on capital.

(iv)  Patronage rebate or dividend sharing to membey®ajitical and
religious neutrality.

(vi)  Strictly, cash trading.

(viij  Sale at market prices.

(vii) Continuous education for members, officers, emmeyand
general public.

(ix)  Cooperation among national and international ccapess.

The Role of Cooperative Principles and its Univekggplicability
The cooperative principles have always had an itpacthe smooth

running of the cooperatives, especially where thecyples are strictly
adhered to. There is no doubt that the cooperathodern principles
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have contributed to the sustainable developmenthe cooperative
movement throughout the world. The first threengples, that is,
voluntary and open membership, democratic contral anembers’
economic participation are the foundation on whitie modern
movement was built.

The principle which guarantees autonomy and indépece from
government and religion has been considered &t@snary ingredient
in societies where government have formerly usedpemtive to
enforce their own economic development programmes lans; often
to the detriment of the cooperative values of belfp and responsibility.

Others like the principle of continuous educatioravdr been
acknowledged as being of considerable importandeondy for the
cooperative members and elected representatives)agass and
employees, but also for society at large; esfigtlee opinion leaders
and the world of cooperators. Also, the principleeooperation among
cooperatives is the potential strength of therirgonal cooperative
movement.

It is a principle, which is becoming increasingiygortant in the face of
the contemporary global economic, social and igalittrends which
societies every where are facing. The principlecash trading was
introduced as an antidote for financial probleme Tact is that where
credit is indiscriminately granted, working capitalll be drained off
gradually and the association will run into bankayp Cash trading is
also considered to be a sound trading practiceclwlgives equal
treatmentto all and sundry.

Other principles of cooperatives, regardless off tsi@rtcomings, are of
tremendous importance to the growth and developrokgboperative
societies. Based upon the above, one can dedutedbperation is of
universal applicability. It can be employed tplve any known
human problems.

To embark on a poultry project, for instance, oneeds capital,
technology and marketing outlet, which may incluma&nsportation,
storage etc. A single farmer may not be in a pamsito scale all these
possible huddles in view of our low per capita meo But where he
teams up with others and they pool their resout@gsther in line with
the cooperative principles, they will be able torfpen this feat.
Similarly, to solve the initial problem of cait thrift and credit
cooperative society is an indispensable agent ibilmmg savings. The
illustration give here in case of poultry projeeincalso be adopted in
respect of any other small-scale business set ypleere in the world.
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Golden Rules and Self Reliance of Cooperatives

Like any other business enterprises, cooperatige hhve their rules
and operational methods, which any prospective neemb promoter
must strictly follow if he wants to succeed in hissiness.

Among these rules are:

(1)  The initiator of the cooperative must give necegsaformation
and educate the members about the cooperative,ideacepts,
leadership and how best to achieve their aims.

(2) Friendliness, love and solidarity must exist withime group
making up the cooperatives.

(3) Prospective members have the freedom to join drdséiw their
membership.

(4) The business of the cooperative is aimed at satfyhe
economic interest of its members based on seff-aatl mutual
assistance.

(5)  In cooperatives, principle of one man one votexsreised and
there is freedom of opinion.

(6) Members own manage and patronise the busimésshe
cooperative. This makes it distinct
from other business enterprises.

(7)  Cooperative should operate according to the codpera
principles recognised by the International CoofpegaAlliance
(ICA).

Classification of Capital

Cooperative financing, like any other business piggion, can be
regarded as the means through which the cooperatiget their
financial requirements, in their day-to-dayibess operation.

In the practical sense, the economic survival bé@bperative ventures
depends entirely on the availability of fundsinahces.

According to Ejiofor (1989), modern cooperativesiae their finances
from two sources which constitute the two majorssification of
cooperatives capital available to the cooperatimncern. These
classifications are:
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(1) owned capital, and
(2) loan or borrowed capital.

1. Owned Capital

Owned capital is made up of the share contributibmembers plus the
reserves of all types, undistributed profits and thember’s entrance
fees. These are discussed below:

(a) Members’ Shares

This is an important aspect of the owned capitbkstibed by members
in form of withdrawable or transferable sharesNigeria and in most
countries, members’ shares are usually withdrawabéecordance with
the provisions of the bye-laws. Each society hgs-laws, which

determine the value of shares and the minimum aaximum number
of shares to be held by each member.

The reason for fixing the limit of a member’s shanieling is to prevent
the financial domination of the society by a singiember. To facilitate
subscription, share may be paid up in full at ooicby installments over
a given period.

Advantages

(i) It forms a capital base of the society.

(ii) The liability of a member is limited in the everftthe business
liquidation.

(i)  The stipulation in the bye-laws in respect of a rbers share
holding, prevents unnecessary financial dominatlmn few
minority.

(iv)  Shares are easily withdrawable as provided in yleelé@ws.

Disadvantages

(i) The share capital of a society can only be subsdrito by
members only and does not extend to the publiarge. As a
result of this, there is no open market for share

(ii) The share capital is often very slow to realise abee the
minimum share holding is not always paid up inoate but
usually by installments.

(i)  Members’ shares are generally withdrawable, hetite,makes
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the shares fluctuate with the membership, thus mgakbong-term
planning difficult.

(b) Reserves

The building up of reserves is a survival stratégythe operation of a
cooperative business. Reserves constitute the im@psirtant aspect of
owned capital, which is built within a societyofn the surplus
accrued as a result of the successful operatf a society. The
greater bulk of the owned capital of cooperativesheld in form of
reserves.

There are rules in the bye-laws of every societgspect of the reserves
of the business. For instance, in Nigeria the laysghat every society
should build a statutory reserve not less than @sent of the yearly

surplus. Besides, there are provisions for building

other types of reserves such as general reserveatoh fund, building
fund, bad debt reserve and any other reserve inirttegest of the
society.

Advantages

(i) They contribute to the successful operation ofcibeperative.

(i) Reserves allow for long term planning and capitafestment,
thus strengthening the society.

(i) Reserve portrays the spirit of solidarity in a stgibecause of
their non- divisibility.

(i)  They are the social capital of a society becaugbeaf neutrality
and anonymity.

(i)  Unlike share capital, reserves are not withdrawainld do not
fluctuate with the membership.

(iv)  Theyincrease the borrowing power of the society.
(v  Theyact as a cushion for the protection of mensdebility.

Demerits of Cooperative Reserves

(i) Administration of reserves to generate surplustifigr society is
not easy to come by.

(i) Most members especially in the marketing uniontkeébuilding
up of reserves as an encroachment on their rights the
dwindling on the bonus on patronage.

(i)  Hidden reserves (where value of the assets is staled) are
often open to abuse by fraudulent managers.

(iv)  This source of financing faces the problem of misagement.
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(c) Entrance Fees

Payment of entrance fees by new members is anstharce of the
owned capital of a cooperative society. It is apamant contributor to
the working capital of the business especiallyirduthe formative
period of the society.

Every society has in its bye-laws provisions far fayment of entrance
fees. In the primary societies, for instance, thigasce fee per member
is comparatively lower than that of the unions apéx organisations.

Generally, entrance fee share the same attributetheo ‘Reserves’
especially in its neutrality and anonymity posture. most cases, the
entrance fees are passed to the Reserve filhdr Sburces under this
category (owned capital), are: fines, special graspecial levies, just to
mention but a few.

2. Loan Capital

Loan capital otherwise called borrowed capital tstssof members’
deposits, loan from cooperative banks, loan fronvegoment and
trading credits etc.

(a) Members’ Deposit

Every society usually makes provision for membdeposits in its bye-
laws. A society should encourage members to mabedie as such
savings are a cheaper source of capital than bargofnom commercial
banks. The rate of interest on such deposits iallysdetermined by the
members themselves or it may be based on the prevaank rate on
savings. Deposits may be made for a longer peraglge at a fixed
date. They could also be voluntary or compulsory.

Merits

(i) Deposit is a cheaper source of capital for theespci

(ii) Deposit can be made for a long or short period @awghble at
such.

(i)  In most cases, members decide on the rate of gitédrat suits
them.

(b) Revolving Funds
This is a very good device of securing loan cagiain members. It is
the most popular device with the cooperatives m ttited States of

America. Revolving funds are generated partly fréme bonus on
patronage part of which is retained and parthpmf the deduction
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made on every unit of produce marketed througtstieety.

The amount contributed by each member is credaetié member and
passed to the revolving fund, which is made payabl¢he member
usually at the end of the third or fifth year.

Advantages

(i) Revolving fund is a good source for the long-terapital
investment.

(ii) It is a good way of obtaining capital from membatsa cheaper
rate of interest.

Its Shortcomings

It is difficult to apply where members’ returns doev.

(c) Loan from Cooperative Sources

The bulk of the cooperative members and indeedp@@tive societies
generally possess very meagre means. This fact snakdside

borrowing imperative. To preserve the solidanfycooperative in

general, a cooperative society should first turettter cooperatives for
borrowing. A usual source is the Cooperative Bank.

Advantages

(i) It helps in boosting the financial base of the @rapives.

(ii) It promotes unity and relationship among coopeestiv

(i) It accelerates the capital investments of all coajpes societies.
(d) Loan from Commercial Banks

Cooperative societies do borrow from commercialksaralthough in
some cases, they are reluctant to give out long teans. The financial
weakness of cooperative societies makes loan dommmercial banks
almost indispensable.

Advantages

(i) It is a source of capital.

(ii) It provides guarantees fund for cooperatives.
(i) Itis instrumental to business growth and expansion
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Disadvantages

(i) Bank loan attracts high rates ofinterest.

(ii) Bank loans always with tough and in some caseseanable
conditionality’s like production of collateral setties.

(i)  Loans to farmers’ cooperative, for instance, arethmir nature
risky and hazardous.

(e) Loan from the Government

Governments do give grants and loans to varioupe@@bive societies
for the successful execution of theirrogzamme. In most
developing countries, government has often comectlyr or indirectly
to give financial assistance to the cooperatives.

Loans from government are channelled through cori@ebanks,
cooperatives financial agency, the Nigeria Agrigtdt and Cooperative
Bank and some cooperative banks. All these loamsnade available to
cooperatives under some stipulated conditions.

Merits

(i) It accelerates the attainment of the society’sahjes.

(ii) It is a source of capital necessary for the take adf the
cooperative ventures. (iii) It nurtures the societ a degree of
financial self-sufficiency.

Demerits

The shortcoming of this source is that, in someesasverdependence
of cooperatives on government assistance mighbaan the initiative
for self-sufficiency will be discouraged.

The process of taking loan from government is veigw and
ineffective. In most cases, loan gets to the caaper late. Most
cooperatives do not keep to the terms of the |ggeeament.

Another problem identified with this source is tHescrimination or
partiality involved in granting the loan to cooptras by abuses
charged with the disbursement of the loans. Intnuases, loans
through this channel have been opened to varioussesb like
injudicious spending, mismanagementand fraud.

(f) Trading Credits

Another source of loan capital is the trading dsed trading credit is a
credit granted to any business organisation witlew to defer payment
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for the goods received for a specific period oim
Advantages

(i) It is a good source of loan capital.
(i) It is very easy to obtain.

Demerits

(i) It is a costly credit.

(i)  Where it is granted, a society loses the advant#ga cash
discount and a good bargaining.

(i)  Trading discount may lead to indebtedness or bané&y which
may result in business liquidation.

Cooperative Capitalisation

According to Ejiofor (1989), capitalisation dealsittw the capital
structure of a business in relation to the amouhtequity, its
composition and changes in it. The procedure foerd@ning the value
of a firm is known as the “capitalisation of incommethod of
valuation”. It is a method of calculating the pmetsealue of a stream of
earnings.

The following terms are commonly used in the vatraprocess.
(i) Par Value

This is the face value at which shares are isdtieésl usually static and
not affected by business changes.

(i) Market Value

This is the price at which shares are sold in theksexchange or in any
other organised stock market. It is affected by\vhgaries of demand
and supply in the

market.

(iii) Book Value

The value at which the asset values of shares arged in the
company’s account books.

It is calculated by dividing the aggregate equiggm by the number of
outstanding shares.

(iv) Real Value
This is the capitalized value of earning, divided the number of
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outstanding shares.

3.25 Forms of Business (5) - Joint Stock Company/Limited
Liability Company

A company is an association of individuals who adréo and jointly
pool their capital together in order to establisid awn a business
venture distinct from others. You can define itiages an association of
investors who buy or own shares in a company fer parpose of
carrying on a business. Those who buy or own sharesknown as
shareholders. They are regarded as the ownerseafaimpany. A joint
stock company could be a private limited compan¥y gaublic limited
company.

We have two kinds of companies:

(i) Unlimited Liability Companies: There liabilities do not end on
the money contributed to the business, there patdzelongings
could be sold to recover money from them in cafeao
company’s indebtedness.

(i)  Limited Liability Company by Guarantee: This business is for
promotion of science, religion, arts, education aot for profit
making. They source their fund from members. Thabilities
are limited by promise or guarantee.

(i)  Limited Liability Companies by Shares: Liability is limited to
the amount they contributed for the formation amahagement
of the company. If a company is liquidated, thegde only the
shares they have in the company.

We have two types of limited liability companiéisey are:

Private Limited Liability Company: This Company when formed has
a minimum number of two people and a maximum &y.fithe number
includes employees of the company.

Public Limited Liability Company: Minimum numbers of people that
can form this company are seven while the maximsimoit stated. The
owners are shares holders, people are free to coare free to sell-off

their shared.

Methods of Formation
Formation of Joint Stock Company starts with prapan of documents

that will be presented to the registrar of comes: for his action and
subsequent registration. The document use fortrage includes:
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Memorandum of Association

It states how the company will relate with the algsvorld. It will state
the name, location and
objectives of the company. Memorandum of assoaidticlude:

- The name of the company with “limited” as the hastd.
- Location of the company

- Objectives of the company

- Amount of the registered capital proposed

- Liability of the company’sshareholders (statement)

Article of Association

It tells you to about the regulation that is ldmwn for the internal rules
and regulations of the government organizatiod,rmanagement of the
company. The may include:

- The duties rights and position of each memberettimpany

- The method of the appointmentof the directors

- How dividends are to be shared

- How general meeting are to be held and the proeedur

- Method of electing directors and the voting rigatsuch election
- Method of auditing the company’'s account.

The Prospectus

This is a document of notice, circular, advertisetr@ other invitation
offering the public subscription or purchase ofrelaor debentures of a
company.

Certificate of Incorporation
This certificate is issued by registrar of comparaad cooperate affairs
commission Abuja to show that a business is legaktprporated and
recognize by government.

Certificate of Trading
It is issued to public limited liability company.eHcan start a business
and exercises borrowing powers.

Features of a Private Company

Membership: a minimum of 2 and a maximum of 50

Issuance of Sharescannot sell shares to the public

Transferability of Shares: can only be transferred with the consent of
other shareholder®uotation: private companies are not quoted on the
floor of the stock exchangeublication of Accounts: not required to
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publish annual account. However they must sendpg abtheir audited
account to the registrar of companies each year.
Limited Liability: each shareholder possesses limited liability.

Features of a Public Company

(i)

(i)
(iii)

(iv)
(v)

(vi)

Membership: a minimum of seven and no maximum, but article
of association could specify maximum.

Issuance of Sharescan sell share to the public.

Transferability of Shares: shares can be transferred without the
consent of other share holders.

Quotation as Public Companiesare quoted on the floor of the
stock exchange.

Publication of Accounts:required by law to publish account and
to also send a copy of audited account to thestegi of
companies each year.

Limited Liability: each shareholder possesses limited liability.

Advantages of a Private Company

The advantages of a private company are:

Limited Liability: Liability is limited to the amount of money
contributed into the business. In case of liquaatyour personal

properties are not touched.

Privacy: Just like the public company, it is not compulstoy

publish its account yearly as such the companytmadvantage
of keeping its secret.

Continuity: The minimum number of holder of a company is
two and maximum is fifty. If for instance you haverty
members and two dies the company will still conéinaompare

to a one man business

More Capital: Compare to partnership business, the chances of
sourcing for funds to be granted i.e. from banksgber.

Legal Entity: The Company is a legal entity as such it can sue
and be sued.

Disadvantages of a Private Company

The disadvantages are listed below:

Taxes: Most of these companies pay corporate tax compaee t
sole trader or partnership that pays personadbniec tax, the tax
may be so heavy that it may be a burden ecdmpany.
Share: It is unfortunate that the companies share argublicly
subscribed, even in the exchange of shares, afibee must be
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notify. A new member may be rejected.

The shares of private limited companies are notefu@n the
floor of the stock exchange; hence they cannotraesferred
without the consent of other share holders.

Advantages of Public Limited Company

The advantages of a public limited company arebsws:

(i)

(i)
(iii)
(iv)
(v)

(vi)
(vii)

(viii)

(ix)

()

(xi)

(xii)

(xiii)
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Legal Entity: Itis a corporatebody; it can sue and be sued.
Limited Liability: The liabilities of the owners is limited to the
shares brought into the organization

Ease of Raising Additional Capital: Because of the large
numbers of the owners it makes it easy to raisel from their
contributors or selling of shares or bonds.

Expansion is Unlimited: There is no limit to where the company
can expand to provide the company has a largétapi
Continuity: This company life is long, even if hundred members
die at a time the chances of its survival is shi#tre. Even in a
period of resignation, disability etc., the comypais not
threatened.

Adaptability: It is adaptable to small medium and large scale
companies according to the fund available toithe f

Capital Transfer: you can transfer your capital at will if you are
not satisfy with the company.

Flexibility: for the fact that we have many members as
shareholders, members of board, managers etc eitarse
experience and knowledge, the running of tbengany will be
perfect using the verse of experience personrexelly giving
room for flexibility.

Enjoyment of Large Scale Production unlike the Onevan
Business:Because of the number of owners, finances, flekybil
etc. a company has a better advantage of prodgmods in a
large quantity.

Share Holders Interest is SafeguardedBecause there is no
secrecy, the shareholders have nothing to fear.

No Managerial Responsibility You can be a share holder and
yet you are not part of the management. It méaatsothers are
managing the business for you.

Employees May become Co-ownersEmployee will become
owner either by deliberate action of the managenuénthe
companies or by buying shares.

Democratic Management:The Company is run democratically;
election of board of directors is by vote. In megtiif no quorum

is formed there will not be a meeting.
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Disadvantages of the Public Limited Company
The disadvantages are:

(i) Double Taxation: Most corporations are faced with double
taxation. In Nigeria, federal, state and local goweent charge
companies different taxes.

(ii) Hard to Establish: Methods of establishment and finance
needed for such kind of business is high and itirega large
capital outlay which may scare out a lot of investo

(i)  No Privacy: Company and allied matter decree expect this type
of company to publish its account annually, makihgublic
affairs.

(iv)  Non-Flexibility: It is hard to switch business because the papers
for registration state what they are to do. If yhange condition,
it means you are to form another company entirely.

(v)  Special performance must be sought from governneoetransact
business outside the location in which you werésteged.

(vij  Cooperation is Non ExistenceMost companies have problems
of misunderstanding between both managers and reshay
with workers; it may be because of the large nature

(viij  Owners are Separate from ManagersTherefore there is the
tendency of the managers not running it well siticey are not
the owners.

(vii) Huge capital is required for its formation, it tefare become
more complex to manage compares to one-man business

(ix)  Delay in policy and decision making.

(x) Suppression of individual initiatives.

4.0 CONCLUSION

We have examined discuss the system and subsygiemating in an
enterprise, described interlinkages among the stbsg in an
enterprise and discussed forms of business owmpersipital formation,
advantages and disadvantages.

5.0 SUMMARY

In this unit, we have examined the organic fundioh a business. We
have also discussed thevarious forms of businessemhip that
entrepreneurs could embark on. We also discussed fehtures,
objectives, capital available, advantages and deadges of each form
of business ownership.

In the next unit, we shall examine another intémgstopic titled ‘law
and its relevance to business operations’. It igiquaarly useful to
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entrepreneurs who are bound to encounter challeshg@sg interaction
with other people, businesses and government.

6.0 TUTOR MARKED ASSIGNMENT

1. What is a joint stock company? Is there any difierebetween
the processes involved in registering a joint lsttmmpany and a
partnership business?

2. Differentiate between a cooperative society and pobprietor.

3. What sources of capital are available to the forenfs of business
ownership? List and discuss the advantages ald\distages of
each of them.

4. Write short notes on the following:

(a) Deeds of Partnership

(b) Registration of Business Name
(c) Memorandum of Association
(d)  Articles of Association

(e) Cooperative capitalisation

5. List the organic functions of a business that ynavk and explain
these functions.
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