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UNDERSTANDING ENTREPRENEURSHIP

* An entrepreneur is somebody who brings together land, labour and capital to create

value in unique ways.

Labour

Source: Authors' Diagram Made from J. B Clark’s insight on the entrepreneur serving the co-ordination function. https://goo.gl/FUdniw
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THEORETICAL UNDERPINNINGS

Richard Cantillon (1680-1734) introduced the French term entrepreneur and the English word undertaker to describe the people who assumed the
risk of producing when the demand was not known. He discussed the competition among entrepreneurs and recognised that some were

likely to go bankrupt.

Jean-Baptiste Say (1767-1832) described three types of producers: the scientists, the entrepreneurs and the workers. The scientists investigate the
properties of the resource, the entrepreneurs apply the scientists’ discovery to a useful purpose and the workers actually make the product. And

any successful economy needs all three.

Joseph A. Schumpeter (1883-1950) saw that an entrepreneur could temporarily earn a profit greater than the one in perfect competition. He
believed that economic growth is driven by innovations brought to the marketplace by entrepreneurs seeking those higher profits. As these new

innovations enter the economy, they render old products obsolete, causing them to disappear in a process called creative destruction.

William J. Baumol (1922- ) found evidence that entrepreneurs are present in every society but that different societies reward their efforts
differently. So the rules and customs of a given culture will determine whether entrepreneurs are productive or destructive. In a market economy,

successful production is rewarded with profit, leading to greater innovation and development.

Israel Kirzner (1930- ) said that entrepreneurs discover markets where a profit potential exists because of poor allocation of resources and
shortages or surpluses in the market. Entrepreneurs move into that market and earn higher profits until competition eliminates the opportunity for

those higher profits.

Source: https://www.dallasfed.org/assets/documents/educate/everyday/entrepreneurs.pdf



WHAT AN ENTREPRENEURIAL ECOSYSTEM SHOULD HAVE?

An entrepreneurial
ecosystem is depicted
here. As one can
notice it goes much
beyond the financing
element which is a
critical element but
not the sole element
for success. Other
elements include
Culture,
Infrastructure,
Educational
Institution, Policy and
Regulatory
Environment, End
Consumers as well as
Incumbent
Businesses.

Source: http:

Policy and regulatory environment End Consumers

* Size, Growth and Structure of Market
* Consumption pattern and taste for

* Fiscal Policy — Tax, etc. innovative products and ideas

* Regulatory Regime covering entry
Operation and Exit
* |P Protection, Contract Enforcement, etc.
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e Quality and Number of Entrepreneurs

Demand For Funds | Supply of Funds

* Size of Funding Required _
» Stage in evolution of the enterprise

Businesses

1

Hard Infrastructure Culture Supporting
Entrepreneurship

* Existence and Reach of * Entrepreneurial and
Physical Infrastructure- Innovative spirit,
roads, communication, tolerance for failure,
energy and utilities, media support and
economic/ industrial coverage
zones, etc.

Educational Institutions

* Foster Entrepreneurship

¢ Availability of adequate
number and sufficiently
skilled labor.

* Mentoring
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* As a market, supplier for funds and support system for entrepreneurs
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CONCEPTUAL MODEL LINKING INSTITUTIONS, INNOVATION SYSTEMS, ENTREPRENEURSHIP AND COMPETITIVENESS
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Source ttp: [[www researchgate net[groﬁle[Subash B||Ian|[publlcat|on[
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WHAT IS COMPETITIVENESS ?

* Competitiveness is determined by the productivity (value per unit of input) with which a nation uses its human,

capital, and natural resources.

— Productivity sets a the standard of living (wages, returns on capital, returns on natural resources) that a nation

can sustain
— Productivity depends on the prices that a nation’s products and services command (e.g. uniqueness, quality), not
just on efficiency
— It is not what industries a nation competes in that matters for prosperity, but how it competes in those industries
—  Productivity requires a combination of domestic and foreign firms operating in the nation

— The productivity of ‘““local’” or domestic industries is fundamental to competitiveness, not just that of traded

industries

— Devaluation does not make a country more competitive

2

* Nations compete in offering the most productive environment for business

*  Only business can create wealth

* The public and private sectors play different but interrelated roles in creating a productive economy

Source: Michael E. Porter and Institute for Strategy and Competitiveness
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UNDERSTANDING MICROECONOMIC COMPETITIVENESS

Macroeconomic, Political, Legal, and Social Context

Microeconomic Competitiveness

* A sound context creates the potential for competitiveness, but is not sufficient 7

* Competitiveness ultimately depends on improving the microeconomic capability of the

economy and the sophistication of local competition

Source: Michael E. Porter, School of Strategy and Competitiveness
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DIAMOND MODEL OF MICROECONOMIC COMPETITIVENESS

Context for Firm
Strategy and
Rivalry

1

Local rules and incentives that encourage
investment and productivity e.g.

- salaries,
- incentives for capital investments, Demand
€ _ intellectual property protection —_> Conditions

* Vigorous local competition i.e.,
- Openness to foreign and local competition;
- Sophistication of company operations

|

cated and demanding local
omers and needs e.g.,

- Strict quality, safety, and environmental
standards

— Consumer protection laws

Access to high quality busines3\
i.e.,

- Natural endowments,

- Human resources,

- Capital availability,

- Physical infrastructure, Related and — Government procurement of

- Administrative infrastructure, Supporting advanced technology

- Information infrastructure, Industries — Early demand for products and
- Scientific and technological infrastructure Services.

Local availability of suppliers and supporting industries
Presence of clusters instead of isolated firms

D 8
. Many things matter for competitiveness

. Successful economic development is a process of improving the business environment to enable increasingly
sophisticated ways of competing

Source: Michael E. Porter, School of Strategy and Competitiveness
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UNDERSTANDING THE DRIVERS OF PRODUCTIVITY

1. Quality of overall
business
environment

Source: Michael E. Porter, School of Strategy and Competitiveness
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INFLUENCES ON COMPETITIVENESS

Multiple Geographic Levels

WORLD ECONOMY

\ 4

BROAD ECONOMIC AREAS
A

GROUP OF NEIGHBOURING NATIONS

\ 4
NATIONS

\ 4
STATES, PROVINCES

\ 4

METROPOLITAN AREAS, RURAL AREAS 10

Source: Michael E. Porter, School of Strategy and Competitiveness



