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"Entrepreneurship and innovation are central to the creative process in the economy and promoting growth, increasing productivity and creating jobs. Entrepreneurs sense opportunities and take risks in the face of uncertainty..." 

Why do public policy statements confuse the benefits of entrepreneurship with concepts about who the person is and what they do? 

There is good evidence that entrepreneurial people do have a major impact on society, never more so than in the past few decades with the accelerated development of information technology and biosciences. The key to understanding entrepreneurship is to set aside our preconceptions and prejudices and look at issues of motivation, learning and action rather than superimposing public policy agendas onto a few growth oriented entrepreneurs. 

Ambition is crucial to getting on the starting block 

Of the 4 million or so businesses in the UK, some 98% employ less than five people. These are mostly run as cottage industries. They range from the self-employed to micro-enterprises that are not growth oriented. Either through choice or competence, they have curtailed their growth. 

The resource-based view of an entrepreneur is someone who adds value to a set of resources through their creativity, hard work and personality. This sharply contrasts with the perception of managers who are seen to be the custodians of resources owned by a business and its shareholders. 

This basic definition can be supplemented by two additional processes - invention and innovation. Employing these two talents, entrepreneurs engineer a profit by creating a "disequilibrium" in the market place. You only need to look at the "Walkman" or other new technology products to see this in action. 

On the other hand, an entrepreneur can also make a profit through bringing about an equilibrium in the market place. Traders and retailers who spot price and demand variations between regions are doing exactly that. Just visualise the camel trains bringing silks and spices across the deserts of Asia to a hungry European marketplace. Because they could sell their desirable products for much more in the European market than domestically, it was only a matter of time before a few entrepreneurs picked up the bait. 

So how do they do it? 

The skill of entrepreneurship is not necessarily an innate quality possessed by the few but something that can also be learned. Entrepreneurship is a product of motivation and ability. It is not enough to want to start and grow a business, you also have to have the ability to bring all the resources together, plan ahead, motivate staff, ensure effective sales and marketing and account for the money. 

Entrepreneurship is also a plural activity and the most successful entrepreneurs are always backed by a highly skilled and dedicated team. However much we like to think of ourselves as the lonely heroic battler, in reality it takes the efforts of many people to make an enterprise successful. Nowhere is this more obvious than in one of the richest companies in the world, Microsoft. Love him or loathe him, Bill Gates understands that it is as important to share the wealth within a company as it is to share the workload. Employing this philosophy, Microsoft has made a lot of managers very rich indeed.

Entrepreneurship is a function of time 

Despite support from family, friends and financial institutions, and many long hours of hard work, in the end it just takes time to gain a critical mass in a new business. There are studies which indicate an average of seven years to gain stability in terms of customers, experience, industry knowledge, competitive forces and so on. 

Not only is it a matter of time, but also of timing. Very often people who start a business underestimate how long it can take for the first sale or government regulatory approval to be provided. Delays can lead to businesses entering a cash flow crisis - sometimes referred to as "Death Valley Curve". The ability to sustain the business through delays and setbacks is critical. 

To conclude, entrepreneurship is important for society, exciting to research and potentially rewarding to those who chance their hand at it. Although the focus of work in the field is on starting and growing businesses at their formative stage, there is increasing recognition that the entrepreneurial skills are just as important, though severely lacking, amongst the rank and file staff of every company or business. 
Reproduced from the BBC Knowledge Website, originally published April 2000.
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