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Introduction

* Some key views
* The Entrepreneurial personality
* A wider context
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Three Approaches to Entrepreneurship

 Economic theories — Role of entrepreneur in
economic development

* Psychological trait approach — Personality
characteristics of the entrepreneur

e Social behaviour approach — influence of the
social environment
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Economic theories

Organiser of the factors of production (land,
labour, capital) — Say, Cantillon

Ability to spot opportunities — Kirzner
Innovator, agent of change — Schumpeter
Risk taker — Knight

Organiser of resources — Casson
Creativity — Shackle
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Economic theories

e Kirzner

— The Entrepreneur is anyone who is alert to
profitable opportunities for exchange

— Act as the middleman who facilitates exchange

— Has additional knowledge which enables the
recognition and exploitation of an opportunity,
which can be creative discovery




Implications of Kirzner

Anyone can be an entrepreneur

There are no barriers, what matters is noticing an
opportunity

A competitive threat can emerge from anywhere
and outsiders may be quicker to recognise
opportunities

Opportunities occur at many levels, a successful
economy will need a great many entrepreneurs.




Economic theories

* Schumpeter:

— The entrepreneurs is a ‘special person’. A person who
brings about change, an innovator. Entrepreneurs are
extraordinary people bringing about extraordinary events.
A developer (in contrast to Kirzner’s responder) i.e. pro-
active instead of re-active.

— However Schumpeter actually envisaged that the function
of the entrepreneur who gradually decrease as he
imagined that large organisations would be most
influential in technological development (for cost reasons).
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Implications of Schumpeter

* The entrepreneur

— Is an exceptional person, producing radical ways
of thinking

— May have difficulty finding support and finance as
other people don’t understand this new way of
thinking

— Produces creative destruction — the new
framework makes the old inappropriate.




Economic theories

* Knight
— Entrepreneur as a calculated risk taker. The
opportunity for profit arising out of the

uncertainty surrounding change. Assuming
responsibility for own actions —lack of insurance




Economic theories

 Shackle

— Entrepreneur is creative and imaginative.
Potentially everyone has this creative ability.

Imagination operating in an uncertain
environment, with imperfect knowledge. The

entrepreneur imagines opportunities.




Psychological trait approach

* |deal type
— High need for achievement — McClelland

— Self confident and high internal locus of control —
Brockhaus

— Need for independence — Walker
— Ambiguity tolerance — Schere
— Entrepreneurs as deviants — Kets de Vries




Psychological trait approach

— |ldentifies personality characteristic or traits

— Entrepreneurs have innate abilities not possessed
by others

— Suggests that the supply of potential
entrepreneurs is limited, thus there is little to be
gained from direct intervention to encourage
entrepreneurship.

* Entrepreneurship education?
* Tax breaks and other financial incentives?




Entrepreneurial personality (traits)

 McClelland (1961) — key competencies
— Proactivity: initiative and assertiveness

— Achievement orientation: ability to see and act on
opportunities

— Commitment to others




Entrepreneurial personality (traits)

* key characteristics
— Need for achievement
— Calculated risk taker
— High internal locus of control
— Innovative
— Ambiguity tolerance
— Vision




Entrepreneurial personality (traits)

 Meredith (1982)

— Self-confidence

— Risk-taking activity

— Flexibility

— Need for achievement

— Strong desire to be independent




Entrepreneurial personality (traits)

* Deakins (1996)

 Summarises the following traits as important
— Need for achievement
— Internal locus of control
— High propensity for risk taking
— Need for independence
— Deviants
— Innovative behaviour




Entrepreneurial personality (traits)

* Timmons(1985)

 Some characteristics can be acquired, but some
are innate
— Acquired -
* Need for achievement

* Locus of control
* Leadership abilities

— Money not a prime motivator
— Importance of dealing with failure
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Entrepreneurial personality (traits)

* |nnate:
— High energy and emotional stability
— Creative and innovative ability
— Conceptual ability
— Vision combined with a capacity to inspire




Social behaviour approach

Family background, position - Mancuso
Educational background- Curran
Gender, women’s enterprise — Rosa, Shaw

Ethnic minority enterprise —Jones and
McEvoy, Ram and Deakins
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Social behaviour approach

* Those who perceive a mismatch between

their personal attributes and the role they
hold in employment, will be sufficiently
motivated to change or reconstruct their
employment circumstances.

e Self-employment may be the way to create a

better match, e.g. people who do not fit into a
large organisation.
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Social behaviour approach

Examples:

* Political and religious refugees
* Immigrant ethnic minorities

* Workers made redundant

* Domestic displacements: women who leave
employment to raise a family




Wickham (1998)

Social development model

Innate: Intelligence, creativity, personality
motivation, personal ambition

Acquired: Learning, training, experiences,
mentoring, role models

Social: family, socio-economic, society, culture,
economic conditions

He noted that entrepreneurship is a social phenomenon —
about interactions between people.
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A wider perspective

Innate personality traits
Acquired characteristics
Environmental and cultural influences

Influence of education and training
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Motivation and
Characteristics
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Overview

* Characteristics of an entrepreneur?
* Planning to be an entrepreneur

* Growth pressures, managing a family
business, and corporate intrapreneurship

The impossible is often the untried - J. Goodwin
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WHAT MOTIVATES PEOPLE TO
BECOME ENTREPRENEURS?




UK Employee Satisfaction figures

* |[n companies with less than 50 employees,
44% were satisfied.

* |[n companies with 50-999 employees, 31% are
satisfied.

e Business with more than 1000, only 28% are
satisfied.

% Prifysgol Cymru
‘ Y Drindod Dewi Sant
% ¥ University of Wales




Employee Satisfaction
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Advantages of a Small Business

Greater Opportunity to
get rich through stock
options

Feel more important
Feel more secure
Comfort Level




Disadvantages of a Small Business

Lower guaranteed pay

Fewer benefits

Expected to have many skills

Too much cohesion

Hard to move to a big company
Large fluctuations in income possible

% Prifysgol Cymru
‘ Y Drindod Dewi Sant
% ¥ University of Wales




Who are entrepreneurs?

e Common traits e Common traits
— Original thinkers — Self employed parents
— Risk takers — Firstborns
— Take responsibility for — Between 30-50 years old

own actions — Well educated — 80%
— Feel competent and have college degree and
capable 1/3 have a graduate

— Set high goals and enjoy level degree
working toward them
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Successful and Unsuccessful
Entrepreneurs

e Successful  Unsuccessful

— Creative and Innovative — Poor Managers

— Position themselves in — Low work ethic
shifting or new markets — Inefficient

— Create new products — Failure to plan and
— Create new processes prepare

— Create new delivery — Poor money managers
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Characteristics of Entrepreneurs

Key Personal
Attributes

Strong Managerial H Successful
Competencies Entrepreneurs

Good Technical Skills I ’
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Key Personal Attributes

* Entrepreneurs are Made, Not Born!

— Many of these key attributes are developed early in
life, with the family environment playing an important
role

— Entrepreneurs tend to have had self employed parents
who tend to support and encourage independence,
achievement, and responsibility

— Firstborns tend to have more entrepreneurial
attributes because they receive more attention, have
to forge their own way, thus creating higher self-
confidence
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Key Personal Attributes (cont.)

* Entrepreneurial Careers

— The idea that entrepreneurial success leads to
more entrepreneurial activity may explain why
many entrepreneurs start multiple companies
over the course of their career

— Corridor Principle- Using one business to start or
acquire others and then repeating the process

— Serial Entrepreneurs- A person who founds and
operates multiple companies during one career

&‘ niversity of Wales




Key Personal Attributes (cont.)

e Need for Achievement

— A person’s desire either for excellence or to succeed
In competitive situations

— High achievers take responsibility for attaining their
goals, set moderately difficult goals, and want
immediate feedback on their performance

— Success is measured in terms of what those efforts
have accomplished

— McClelland’s research
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Key Personal Attributes (cont.)

* Desire for Independence

— Entrepreneurs often seek independence from
others

— As a result, they generally aren’t motivated to
perform well in large, bureaucratic organisations

— Entrepreneurs have internal drive, are confident in
their own abilities, and possess a great deal of
self-respect




Key Personal Attributes (cont.)

e Self-Confidence

— Because of the high risks involved in running an
entrepreneurial organisation, having an “upbeat™
and self-confident attitude is essential

— A successful track record leads to improved self-
confidence and self-esteem

— Self-confidence enables that person to be
optimistic in representing the firm to employees
and customers alike




Key Personal Attributes (cont.)

e Self-Sacrifice
— Essential

— Nothing worth having
is free

— Success has a high
price, and
entrepreneurs have to
be willing to sacrifice
certain things
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Technical Proficiency

Many entrepreneurs demonstrate strong
technical skills, typically bringing some related
experience to their business ventures

For example, successful car dealers usually have
lots of technical knowledge about selling and
servicing automobiles before opening their
dealerships

Especially important in the computer industry
NOT ALWAYS NECESSARY




Planning

* Business Plan — A step-

Think Like an by-step outline of how

%N il an entrepreneur or the
~ owner of an enterprise
e expects to turn ideas

/ into reality.

Entrepreneur
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Questions To Keep In Mind

What are my motivations for owning a business?
Should | start or buy a business?

What and where is the market for what | want to sell?
How much will all this cost me?

Should my company be domestic or global?




Motivations

* Deciding what your motivations are will direct
you toward what type of business fits you

best.

e Types: BusINess FLAN
— Lifestyle Venture 0 3@1 —\Woggf W

— Smaller Profit Venture =
— High Growth Venture BT




1. Lifestyle Venture

Small company that provides its owner
independence, autonomy, and control.

Is often run out of household

Provides flexibility (hours, meeting places,
attire)

Aligns your personal interests and hobbies
with your desire to make a profit.




2. Smaller Profit Venture

Small company not concentrated on pushing
the envelope and growing inordinately large.

Making millions of pounds is not important.
Content with making a decent living.
Ex. Mom and Pop Stores

% Prifysgol Cymru
‘ Y Drindod Dewi Sant
% ¥ University of Wales




3. High Growth Ventures

* Goal is maximum profit and growth.

* Concentrated on pushing envelope and
growing as large as possible.

e Focus on innovation




Start or Buy?

e Start — cheapest, but very difficult
-requires most planning/research

* Buy — expensive — may be out or reach
-requires less planning and research

* Franchise (middle ground) — a business run by
an individual (the franchisee) to whom a
franchiser grants the right to market a certain
good or service.




The Market???

Planning & Research essential

Extensive market surveys (family, friends,
neighbours...)

Magazines and Polls offer some information
on the market -
Businessweek, Harris Poll
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What about the cost?

* Plan realistically, not optimistically

* Don’t overestimate your profits
* Don’t underestimate your costs

e Sources of Funds

* Banks

* Venture Capitalists — filthy rich, high risk investors looking for a
many-times-over yield

* Angels — seem to have altruistic motives and less stringent

demands than venture capitalists
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Domestic or Global?

Drawbacks to Global — more research and less
accessible connections in startup phase, more
travel time required, more considerations.

Advantages to Global — more human
resources, more demand, more financing,
easier to start global than go from domestic to

global.
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Entrepreneurship: Growth Pressures

* Entrepreneurs often find that as their business grows, they
feel more pressure to use formal methods to lead their
organizations.

Although this formalization process may compromise some
entrepreneurs spirit, it often leads to more focus,
organization, and greater financial returns.

Basically, it's a movement from a “seat-of-the-pants”

operation to a more structured, legitimate and recognizable
business.
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Entrepreneurship: Growth Pressures

* Entrepreneurial and Formal Organizations
differ in six business dimensions:

* Strategic orientation

* Commitment to opportunity

* Commitment to resources

* Control of resources
Management structure
Compensation policy
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Entrepreneurship: Growth Pressures

Business Dimension

Entrepreneurial
Organization

Formal Organization

Strategic orientation

Seeks opportunity

Controls resources

Commitment to opportunity

Revolutionary
Short duration

Evolutionary
Long duration

Commitment to resources
(capital, people, and equipment)

Lack of stable needs and
resource bases

Systematic planning
systems

Control of resources

Lack of commitment to
permanent ventures

Power, status, financial
rewards for maintaining
status quo

Management Structure

Flat
Many informal networks

Clearly defined authority
and responsibility

Compensation policy

Unlimited; based on team’s
accomplishments

Short-term driven; limited
by investors
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Entrepreneurship: Growth Pressures

Going Global....

From domestic to worldwide expansion, globalization can be
extremely rewarding for entrepreneurs.

THINK: Money and Business Exposure

However, it is a huge undertaking. Adapting your business to
operate in the global market can lead to a decrease in ownership,
and a forced focus on raising money to keep your business alive.

THINK: Selling out, Private to Public (Initial Public Offering, IPO)
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Entrepreneurship: Managing a Family
Business

e Over 50% of the U.S. Gross Domestic Product
(GDP) is generated from family business.

e 12% of CEOs on the Inc. 500 list describe their
company as a family business.

So, why not dream up a plan and go into business
with your family or friends?
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Entrepreneurship: Managing a Family
Business

Two reasons not to go into business with your family or friends....

e Families fight
* Friends fight

Often, it involves money. So a business environment could
potentially breed arguments, disagreements, and feuds.

Fighting can occur during early developmental stages when hours
are long and pay is low. Or, after success has been achieved.
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Entrepreneurship: Managing a Family
Business

Six steps to help lead you to a successful Family Business:

Clear job responsibilities
Clear hiring criteria
Clear plan for management transition

Agreement on whether and when to sell business
Commitment to resolving conflicts quickly
Outside advisors are used to mediate conflicts.

Clarity is key.... but NO GUARANTEE.




Entrepreneurship: Managing a Family
Business

Operational vs. Survival Issues....

e QOperational = Decisions about the economics of the
business and how to balance that with rational and family
obligation criteria.

 THINK: Day-to-day grind.

e Survival = Develop out of a lack of attention on the
operational issues within the business.

* THINK: Festering problems; ultimately compromise
livelihood.
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Entrepreneurship: Managing a Family
Business

FAMILY FEUD:

Severed Divorce Poor business Low morale,
relationships performance motivation




Entrepreneurship:
Corporate INTRA-preneurs

* Intrapreneur = someone in an existing
organisation who turns new ideas into profitable
realities.

Not every employee has the ability to become a
successful intrapreneur. It takes well-developed
strategic action, teamwork and communication

abilities.




Entrepreneurship:
Corporate INTRA-preneurs

Organizations that redirect themselves through innovation
have the following characteristics:

Commitment from senior management
Flexible organization design

Autonomy of the venture team

Competent/Talented people with entrepreneurial attitudes
Incentives and rewards for risk taking

Appropriately designed control system




Entrepreneurship:
Corporate INTRA-preneurs

In order to for this type of forward thinking to reap long-term
benefits, top management must allow it to flourish in the day-
to-day operations of the business....

* This is known as “skunkworks”

Skunkworks = Islands of intrapreneurial activity within an
organization.

REMEMBER: On the island, formal rules and policies of the
organisation often DO NOT apply.
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BENEFITS OF

CREEDEN SAPPINESS

83. 814
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What did we cover?

What is an entrepreneur?
Characteristics of an entrepreneur
Planning to be an entrepreneur

Growth pressures, managing a family
business, and corporate intrapreneurship
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Need for Entrepreneurship

Increases national production

Balanced area development

Dispersal of economic power

Reinvestment of profit for the welfare of the area of profit generation
Development is a function of motivation and human resource

Entrepreneurial awareness
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Entrgpreneurship
This Way =




Case Study
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Richard Branson

What do you know about
Richard Branson?
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Family background

Born 1950

Father a barrister, mother a ballet dancer and air hostess
Eldest of 3 children

Grandfather a judge and a Knight

Went to private school but left school at 16 (his headmaster told
him he would either end up in prison or would become a
millionaire)

Has dyslexia

Mother an entrepreneur

Supportive parents

Went to London and lived in a squat for 2 years
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Early business career

Failed attempts — selling Christmas trees and
budgerigars

Launched the Student magazine (1966) — gained
Branson a net worth of £50,000

Interviewed prominent stars e.g. Mick Jagger

Started to sell records below High Street prices and
opened his record shop in Oxford Street in 1971

Failed to pay his tax bill and was given a fine of £70,000
— his parents re-mortgaged their family home to help
pay the settlement.
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From little acorns

e 1972 — 1980 Founded Virgin Records — by 1979
Branson’s net worth was valued at £5,000,000.

e 1981 — 1987 Started Virgin Atlantic Airways and Virgin
Holidays - package holiday industry

e 1988 — 2000 Sold the Virgin record label to EMI for
£500,000,000. Virgin trains, Virgin Express (short-haul
flights in Europe), Virgin mobile and Virgin Australia
(Australian airline)




Diversifying the products

2001 - 2007
Virgin Galactic — space travel
Virgin Nigeria airline
Virgin America
Virgin comics
Virgin Health bank

By 2006 Richard Branson was valued at £3 billion
pounds




Richard Branson continuing to be
entrepreneurial

2008 — present:
Virgin Healthcare
Virgin racing
Virgin Hotels
3D robotics

Humanitarian work — knighted by the Queen (1999) for his
charitable work and for his ‘services to entrepreneurship’.

In 2020 put up his private island (Necker Island) as collateral to save
the airline company (Covid-19 related problems)

In 2020 Forbes valued Richard Branson at 4.4 billion dollars
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Failed Business Ventures

* Virgin Cola
* Virgin cars

Branson holds an unusually optimistic view of failure. He
has written: ‘| suppose the secret to bouncing back is not
only to be unafraid of failures but to use them as
motivational and learning tools. ... There's nothing wrong
with making mistakes as long as you don't make the same
ones over and over again’.
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What is your advice for

entrepreneurs?

bigthink.com/richardbranson

://youtu.be/VH351z29ve MO
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Entrepreneurial characteristics

Original thinker

Risk taker

Takes responsibility for his / her own actions
Competent

Capable

Creative

Innovative

Able to position themselves in new markets




More characteristics

Create new products

Create new processes

Create new delivery

Influenced by family life whilst young
Self-employed parents

Firstborn

Demands excellence

High achiever




Even more characteristics

Independent

Self-confident

Persistent (doesn’t give up easily)
Goal setting

Hardworking

Flexible
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TASK

Let’s look again at Richard Branson

* Which characteristics we examined do you
believe we can attribute to Richard Branson?

* Make sure you give examples from his
biography to justify your decision.




Assignment preparation

* Go through the Entrepreneurial Characteristic
checklist and use it to identify the characteristics
that apply to your entrepreneur.

Remember!

* |n your assignment make sure you give examples
from his biography to justify your decision that
your chosen businessman / woman can be seen
as an entrepreneur!




Assignment 1 — Due 22"4 May 2020

Part 1 (75%) Part 2 (25%)

* Using an entrepreneur of * Present your findings in a
your choice, critically ten-minute power-point
evaluate their presentation
entrepreneurial motivations
and characteristics using
appropriate academic
models (1500 words)

% Prifysgol Cymru
| Y Drindod Dewi Sant
% W University of Wales
ity Sai id

Tri




