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2. [bookmark: _Toc496043657]eXECUTIVE sUMMARY

In this report I will be aiming to talk about a specific entrepreneur and take a closer look at him or her as a business person and discuss what exactly it is that makes them an entrepreneur using theories designed by many professors from different fields. The entrepreneur talked about in this assignment is Elon Musk. 

Elon Musk is the co-founder of Tesla and created the project Space X as well as having an influence in the creation of PayPal. I chose Elon Musk as he is currently one of the most influential and innovative people of our generation, with a net worth of around $20bn USD, as well as being the 54th richest person on the planet. Elon Musk is widely recognised as likely being one of the more influential characters in the future. 

Later in the report, whilst using Elon Musk for reference, I attempted to apply many different theories from the three main branches, which are economical, psychological and sociological. I attempted to apply Musk in to each category and give both sides of the argument as to how he may fit in to each theory. I then went on to conclude on how he may fit in to one specific theory the best and gave an opinion on to what that was, using real life examples of how Musk operates within his own business.

EXECUTIVE SUMMARY


CHAPTER 1 – ABSTRACT



1

4

3. [bookmark: _Toc496043658]Introduction


3.1 [bookmark: _Toc496043659]Report Remit

Throughout the report that follows, the main conclusion I have tried to come to is how somebody can be described as an entrepreneur, what exactly it means to be an entrepreneur or have entrepreneurial skills and give examples of the main entrepreneurial theories in the current business world that people use. I will then use these theories in practice to apply them to my entrepreneur of choice, who in this case is founder of Tesla Motors, Elon Musk. There are many different well-respected theories regarding entrepreneurship, that approach the topic from many different angles. The three main areas entrepreneurship is looked at from is Economic theories, based on how it is involved in economic development, the Psychological approach (personality traits that may relate to a specific entrepreneur) and finally the social behaviour approach and how entrepreneurs can be affected by the social environment in which they operate and grow up in. When talking about Elon Musk, it is apparent that the entrepreneurial theories that affect him the most appear to be those under the economic theories, such as Kirzner’s theory on how to spot opportunities. 

 
3.2 Brief background on the Entrepreneur- ELON Musk
The entrepreneur I have chosen to base my research on is Elon Musk. Elon Musk was born 28th June 1971 in Pretoria, South Africa, although he has citizenship in USA and Canada also. He studied in the University of Pennsylvania in 1997. Today, Musk is one of the richest business men in the world, with claims to multiple million- and billion-dollar corporations that are highly reputable. Some of these companies include Tesla Motors, the SpaceX project, and PayPal. This along with his other projects has earned Musk a total Net Worth of [footnoteRef:1]roughly $22.4 billion USD. – Wikipedia. In a recent list published by Forbes, Elon Musk is listed as the [footnoteRef:2]54th richest person in the world- Forbes. Forbes also list his net worth at around $20bn USD in a real time list of net worth. Arguably his biggest and most notable company, Tesla, has Musk listed as [footnoteRef:3]“co-founder and CEO at Tesla, overseeing all product design, engineering and manufacturing of the company's electric vehicles, battery products, and Solar Roofs”. – Tesla. When thinking of an entrepreneur, there are only a small handful of people who could be considered more entrepreneurial than Musk, with Forbes themselves listing Musk’s net worth as ‘self-made’. Despite there being various definitions of what exactly an ‘entrepreneur’ is, Musk tends to fall in to most descriptions. A very basic definition of an entrepreneur is as follows. [footnoteRef:4]“someone who starts their own business, especially when this involves seeing a new opportunity”- Cambridge Dictionary. This applies very closely to Musk when mentioning his most notorious business in the current world, Tesla. Tesla is a company that focuses mainly on transport such as cars, but also has ground-breaking projects currently under works such as the infamous SpaceX which focuses on developing and manufacturing advanced rockets and spacecraft to use both on earth and in outer space. The main reason the SpaceX project has been started by Elon Musk is to create a self-sustaining city on Mars, which shows the forward-thinking nature of the man and why he is discussed as one of the current most influential people of the generation. Tesla has also been described as very forward thinking as it has an aim to develop its cars sustainably using things such as electricity instead of petrol to power cars. Started in 2003, Tesla’s main aim was as follows. [footnoteRef:5]“Tesla’s mission has been to accelerate the world’s transition to a sustainable energy future “. - Tesla.     [1:  roughly $22.4 billion USD. – Wikipedia. Available from: https://en.wikipedia.org/wiki/Elon_Musk (Accessed on 10th January 2019).]  [2:  54th richest person in the world- Forbes. Available from: https://www.forbes.com/billionaires/list/#version:static_search:elon%20m (Accessed on 10th January 2019).]  [3:  “co-founder and CEO at Tesla, overseeing all product design, engineering and manufacturing of the company's electric vehicles, battery products, and Solar Roofs”. - Tesla. Available from: https://www.tesla.com/en_GB/elon-musk (Accessed on 10th January 2019).]  [4:  “someone who starts their own business, especially when this involves seeing a new opportunity”- Cambridge Dictionary. Available from: https://dictionary.cambridge.org/dictionary/english/entrepreneur (Accessed on 10th January 2019).]  [5:  “Tesla’s mission has been to accelerate the world’s transition to a sustainable energy future “. – Tesla. Available from: https://www.tesla.com/en_GB/elon-musk (Accessed on 10th January 2019).
] 



3.3 Economic theories of entrepreneurship
As mentioned previously, there are 3 main areas in which an entrepreneur can be evaluated and defined, the first of the 3 are economic theories. Economic theories are focused on the conditions in which they are created and what opportunities are created also. One of the main and most respected economic theories is that of Kirzner and his theory on the ability to spot opportunities. Israel Kirzner was a professor who used the work done in Austrian economics to come up with a theory on entrepreneurship, using work done before him by others and applying his own work to add a unique look on the matter. Kirzner believed that [footnoteRef:6]“The entrepreneur, in seeking his own profit, is essential to correcting mistakes in the structure of prices and remedying the sheer ignorance and error exhibited by some economic actors “-Kirzner. By this, Kirzner means that a skill of the entrepreneur is to be able to see when somebody else in the market is not working to maximum capacity and be able to make the adjustments needed to fully capitalise on the profits to be made. For example, when Tesla had just started in 2003, the electric car business and self-sustainability model was a good idea, but nobody really knew if it had the potential to be successful. Musk took advantage of the situation and entered the marketplace with a brand that was not only easily marketable but also filled a lot of gaps left by previous entrepreneurs. Throughout Kirzner’s work, he proclaims that anyone can be an entrepreneur and that it is solely down to the individual to recognise a gap in the market that can be filled. Kirzner also claims that a successful economy is run off many good entrepreneurs as it keeps the markets healthy and can help to sustain growth. The main point of this theory is that the entrepreneur can spot the opportunity first, whilst most around him are ignorant to the information. “Sheer ignorance, in Kirzner’s definition, consists of not only not knowing a given piece of information but also of not knowing that one does not know it: no consideration of the information – positive or negative”.  [6:  “The entrepreneur, in seeking his own profit, is essential to correcting mistakes in the structure of prices and remedying the sheer ignorance and error exhibited by some economic actors “-Kirzner. Available from: http://www.quebecoislibre.org/05/051215-2.htm (Accessed on 10th January 2019). ] 

Another economic theory was coined by Joseph Schumpeter and is regarding innovation. Schumpeter was an economist and regarded as one of the 20th Century’s greatest intellectuals. Schumpeter (1883-1950) is best known for his 1942 book ‘Capitalism, Socialism and Democracy’, but his book regarding Innovation was written in 1911 and was called [footnoteRef:7]“Theory of Economic Development”. – Investopedia. In contrast to the theory by Kirzner, Schumpeter argued that an entrepreneur is ‘special’ and thinks differently to others. He claimed that an entrepreneur is constantly thinking about innovating and is a pro-active thinker as opposed to Kirzner who believed an entrepreneur was ‘re-active’. [footnoteRef:8]“Schumpeter argued that anyone seeking profits must innovate. That will cause the different employment of economic system’s existing supplies of productive means. Schumpeter believed that innovation is considered as an essential driver of competitiveness”. – ResearchGate.  [7:  
 “Theory of Economic Development”. – Investopedia. Available from: https://www.investopedia.com/terms/j/joseph-schumpeter.asp (Accessed on 11th January 2019).]  [8:  “Schumpeter argued that anyone seeking profits must innovate. That will cause the different employment of economic system’s existing supplies of productive means. Schumpeter believed that innovation is considered as an essential driver of competitiveness”. – ResearchGate. Available from: https://www.researchgate.net/publication/256060978_Schumpeter's_View_on_Innovation_and_Entrepreneurship (Accessed on 11th January 2019).
 
] 

Although many economic theories seem to apply to Elon Musk and his way of thinking, there are some problems with it. According to many theorists, the economic approach tends to not recognise the [footnoteRef:9]“dynamic open nature of market systems”- Moodle. [9:  “dynamic open nature of market systems”- Moodle. Available from: UWTSD Moodle PowerPoint. (Accessed on 11th January 2019).] 


 



3.4 psychological theories of entrepreneurship
The second string of theories related to entrepreneurship is the psychological theories. This selection of theories looks at the entrepreneur as an individual and the mental or emotional factors that drive someone to be an entrepreneur. One of the main theories was written in 1961 by David McClelland. McClelland based his work and expanded upon an earlier study done by Abraham Maslow and his work called ‘theory of needs’. McClelland credited Maslow’s work and expanded upon it in his own way in his book, in 1961 called ‘The Achieving Society’. He came up with a list of three motivators that all people have and believed that a [footnoteRef:10]“person’s characteristics depended on their dominant motivator”. -MindTools. The three main motivators are said to be a need for achievement, a need for affiliation and a need for power. Someone who’s dominant factor is a need for achievement, would have characteristics such as taking calculated risks, a strong need to accomplish goals and ideally prefers working alone. Someone who’s dominant motivator is affiliation, would prefer working in a market where there is less competition and instead favours collaboration, also they would be opposed to high risk strategies and will often go along with the rest of the group. Somebody who’s motivator is power, would enjoy the competition within the market and will feel even better by beating them. They will also be more driven by status and will have a desire to control and influence those around them. People with a main power motivator are then split in to two groups, personal and institutional. [footnoteRef:11]“People with a personal power drive want to control others, while people with an institutional power drive like to organize the efforts of a team to further the company's goals”. – MindTools. Arguably, the institutional power driver is the most desirable and this is what I believe is possessed by Elon Musk as he is not just eager to innovate, but also ensures that he has a good team around him that can help him achieve his goals.  [10:  “person’s characteristics depended on their dominant motivator”. – MindTools. Available from: https://www.mindtools.com/pages/article/human-motivation-theory.htm (Accessed on 11th January 2019). 

 ]  [11:  “People with a personal power drive want to control others, while people with an institutional power drive like to organize the efforts of a team to further the company's goals”. – MindTools. Available from: https://www.mindtools.com/pages/article/human-motivation-theory.htm (Accessed on 11th Jan 2019)] 

Another psychological theory is that of Robert H Brockhaus and his theory of high internal locus of control. Brockhaus’ work was done in 1982 in a book called ‘The Psychology of the Entrepreneur’. Brockhaus also studied the psychological tendencies that makes people innovative enough to class themselves as entrepreneurial. He also in the book compares his work to that of McClelland and speaks on how a successful entrepreneur is distinguished from the general population. Brockhaus also goes in to detail on what drives these changes in someone’s life, for example, [footnoteRef:12]“an unemployed person may be more motivated to start up their own business”. – Brockhaus (1982).  [12:  “an unemployed person may be more motivated to start up their own business”. – Brockhaus (1982). Brockhaus, Robert H., The Psychology of the Entrepreneur (1982). Encyclopaedia of Entrepreneurship, Vol., p. 39-57 1982. Available at SSRN: https://ssrn.com/abstract=1497760.
] 


3.5 sociological theories of entrepreneurship 
The third and final cluster of theories falls under the sociological category. [footnoteRef:13]“The sociological category centres around the various social contexts that enable the opportunities entrepreneurs leverage”. – UWTSD PowerPoint. One theory was coined by Mancuso in his work around 1973 on family position and background and how that can influence an entrepreneur. For example, it can be argued on both sides that if somebody grows up from a young age and is in a position of perceived wealth, that is a healthy environment to grow up in and so could encourage entrepreneurial traits from a young age. The counter argument however is that if somebody grows up in a family that may be considered poor or at least not financially well-off, it may motivate them to put themselves in a better position and somebody who has a lot off money may be un-motivated due to always having everything they need. [footnoteRef:14]“Entrepreneurship has been hailed as an avenue for upward social mobility and a driver of innovation, job creation, and growth… For example, vast amounts of money are spent in attempts to facilitate access to finance for entrepreneurs with great ideas but limited personal capital”. – Voxeu. A similar theory was made by Curran, stating that educational background was also very important in terms of entrepreneurial success. In relation to Elon Musk, it can be argued that due to his good upbringing, alongside the fact that he managed to go to a highly prestigious university in the form of Pennsylvania University, it gave Musk all the tools he needed to be able to focus his skills on being as innovative as possible and leading him to be the success he is today. However, a study undertaken by Harry Matlay (2008), indicated different to what is perceived. [footnoteRef:15]“graduate needs for entrepreneurship education do not match actual outcomes in terms of entrepreneurial skills, knowledge and attitudes. This mismatch influences an entrepreneur's perceptions of actual and future educational needs”. – Matlay (2008). This could potentially go against the theory that education is a large reason as to why some people are more entrepreneurial than others, perhaps suggesting that is down more to the individual characteristics someone has as to why they may be more innovative, going along with the theory made by David McClelland (1961) as spoken about previously. It could also suggest more truth in the psychological theories, perhaps by a worker being made redundant or failing in a business venture, it could motivate them to work harder on the next project they embark upon, hence why they are more successful. This does apply to Elon Musk as Musk has been a part of multiple failed business plans and ideas that he has been able to recover from and improve in the future. [13:  “The sociological category centres around the various social contexts that enable the opportunities entrepreneurs leverage”. – UWTSD PowerPoint. (Accessed on 11th January 2019).]  [14:  “Entrepreneurship has been hailed as an avenue for upward social mobility and a driver of innovation, job creation, and growth… For example, vast amounts of money are spent in attempts to facilitate access to finance for entrepreneurs with great ideas but limited personal capital”. – Voxeu. Available from: https://voxeu.org/article/family-background-neighbourhood-effects-and-entrepreneurship (Accessed on 12th January 2019). ]  [15:  “graduate needs for entrepreneurship education do not match actual outcomes in terms of entrepreneurial skills, knowledge and attitudes. This mismatch influences an entrepreneur's perceptions of actual and future educational needs”. – Matlay (2008). Available from: https://www.emeraldinsight.com/doi/abs/10.1108/14626000810871745 (Accessed on 11th January 2019).] 



3.6 [bookmark: _Toc496043664]Conclusion
To conclude, there are many different theories in which we can distinguish whether someone is an entrepreneur or not. The three main categories, economical, psychological and sociological, give us different ways on which we can look at it, with theories such as McClelland (1961) and Israel Kirzner. Using these theories has allowed me to decide upon reasoning as to why Elon Musk is a perfect example of an entrepreneur and how he has made a fortune from hard work. 


SECTION 1


INTRODUCTION


4. [bookmark: _Toc305165507]
5. [bookmark: _Toc496043665]References
1. roughly $22.4 billion USD. – Wikipedia. Available from: https://en.wikipedia.org/wiki/Elon_Musk (Accessed on 10th January 2019).
2. 54th richest person in the world- Forbes. Available from: https://www.forbes.com/billionaires/list/#version:static_search:elon%20m (Accessed on 10th January 2019).
3. “co-founder and CEO at Tesla, overseeing all product design, engineering and manufacturing of the company's electric vehicles, battery products, and Solar Roofs”. - Tesla. Available from: https://www.tesla.com/en_GB/elon-musk (Accessed on 10th January 2019).
4. “someone who starts their own business, especially when this involves seeing a new opportunity”- Cambridge Dictionary. Available from: https://dictionary.cambridge.org/dictionary/english/entrepreneur (Accessed on 10th January 2019).
5. “Tesla’s mission has been to accelerate the world’s transition to a sustainable energy future “. – Tesla. Available from: https://www.tesla.com/en_GB/elon-musk (Accessed on 10th January 2019).
6. “The entrepreneur, in seeking his own profit, is essential to correcting mistakes in the structure of prices and remedying the sheer ignorance and error exhibited by some economic actors “-Kirzner. Available from: http://www.quebecoislibre.org/05/051215-2.htm (Accessed on 10th January 2019).
7. “Theory of Economic Development”. – Investopedia. Available from: https://www.investopedia.com/terms/j/joseph-schumpeter.asp (Accessed on 11th January 2019).
8. “Schumpeter argued that anyone seeking profits must innovate. That will cause the different employment of economic system’s existing supplies of productive means. Schumpeter believed that innovation is considered as an essential driver of competitiveness”. – ResearchGate. Available from: https://www.researchgate.net/publication/256060978_Schumpeter's_View_on_Innovation_and_Entrepreneurship (Accessed on 11th January 2019).
9. “dynamic open nature of market systems”- Moodle. Available from: UWTSD Moodle PowerPoint. (Accessed on 11th January 2019).
10. “person’s characteristics depended on their dominant motivator”. – MindTools. Available from: https://www.mindtools.com/pages/article/human-motivation-theory.htm (Accessed on 11th January 2019).
11. “People with a personal power drive want to control others, while people with an institutional power drive like to organize the efforts of a team to further the company's goals”. – MindTools. Available from: https://www.mindtools.com/pages/article/human-motivation-theory.htm (Accessed on 11th Jan 2019)
12. “an unemployed person may be more motivated to start up their own business”. – Brockhaus (1982). Brockhaus, Robert H., The Psychology of the Entrepreneur (1982). Encyclopaedia of Entrepreneurship, Vol., p. 39-57 1982. Available at SSRN: https://ssrn.com/abstract=1497760.
13. “The sociological category centres around the various social contexts that enable the opportunities entrepreneurs leverage”. – UWTSD PowerPoint. (Accessed on 11th January 2019).
14. [bookmark: _GoBack]“Entrepreneurship has been hailed as an avenue for upward social mobility and a driver of innovation, job creation, and growth… For example, vast amounts of money are spent in attempts to facilitate access to finance for entrepreneurs with great ideas but limited personal capital”. – Voxeu. Available from: https://voxeu.org/article/family-background-neighbourhood-effects-and-entrepreneurship (Accessed on 12th January 2019).
15. “graduate needs for entrepreneurship education do not match actual outcomes in terms of entrepreneurial skills, knowledge and attitudes. This mismatch influences an entrepreneur's perceptions of actual and future educational needs”. – Matlay (2008). Available from: https://www.emeraldinsight.com/doi/abs/10.1108/14626000810871745 (Accessed on 11th January 2019).


image1.png




