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Introduction

Theterm‘ entrepreneur’ comesfrom the French word entreprendre which means* to undertake.” It signifies
aperson who undertakes or operatesanew enterpriseor venture, whilea so taking responsibility for therisks
Involved in setting-up anew operation. Entrepreneursare not limited to any onefield, nor arethey limited to
thefor-profit world. They areinIT, inthefield of pharmaceuticals, in the transport and communication
industry, inretall, inred etate, inthe serviceindustry, in publishing, intextilemanufacture, inrura enterprises,
andinthenon-profit sector. In other words, thereisno onefield wherethey have not madetheir presencefdlt.
Their contributions range from job creation for othersto provision of needed servicesand goods. Their
presence addsacompetitive edgeto the market by offering greater variety to the customers. Their innovations
areoften at the cutting-edge, and cover new ground that propel stheir areaof speciaization tothenext level.
For example, both Bill Gatesand Steve Jobsarel T gurus, who a ong with their team of employeesarelargely
responsiblefor giving the personal computer auser-friendly make-up, whichinturnledtoanIT revolution
acrosstheglobe. Even entrepreneurswho areworking on amodest scale, setting up local shopsof their own
or starting their own small and medium-sized enterprises (SMES) areadding valueto their local community.
They areearninginorder to providefor themsalves, theirimmediateand extended families, whilea so providing
for their community. Their presence adds character and flavor to theloca region, aswell asmaking it more
sf-aufficent.

Aboveal, these entrepreneursare proof that dreams canindeed betrandated into concreteredlity. They are
oftentrailblazersthat otherslook up to and aspireto emulate. They areadmired for their vision, their ability to
take calculated risks, and their leadership skills. Should the entrepreneurial venture be asuccess, theidea
behind theventureisrapidly adapted by others seeking to enter thefield. They bring with them new ideas, and
infusenew lifeinto stultifyingindustries. Consider Henry Ford' sintroduction of theModd T automobilewhich
revolutionized transportation and the American automobileindustry. Heintroduced the concept of mass
production of large numbersof inexpens ve automobilesusing the assembly line. He coupled thiswith high
wagesfor hisworkersand alocally-based network of franchisedealers. Thisconcept hassince beenwidely
adapted by awholerange of industriesand has changed theway in whichindustries are set-up and managed.
It hasalso allowed for the production of greater numbersof goodsin order to fulfill the needsof agrowing
global population.

Entrepreneursare congantly learning new skillsonthejob, aswell asdevising new waysto ded with unexpected
problems. Start-upsin any field haveto faceissuesthat were never anticipated in the planning stage. A new
restaurant owner may befaced by asick customer or adifficult-to-pleasefood inspector. A new I T start-up
may find that they have over-budgeted for overhead expenses, and cannot maintain the cash flow to keep the
company afloat. Aninventor may find herself up against abigger company contesting her right to patent a
product that she haslegitimately invented. The problemsthat entrepreneursfacearenot just financid, they can
be people problems, or market upheavals, or natural disasters, or smply unrealistic ambitions, or oneof any
number of issuesthat can crop up unexpectedly. Giventhewidevariety of potentially disastrous occurrences,
entrepreneurs need asupportive environment to flourish and hopefully, succeed.

Why do peopletaketo entrepreneurship—arisky venture that may or may not succeed? Thereareasmany
reasons asthere are entrepreneurs. For some, it iswhat they are meant to do, the onething that fulfillstheir
ambitionsand suitstheir talents. The story of Ingvar Kamprad, thefounder of IKEA, isillustrative of this.
Kamprad was born in the south of Sweden in 1926 and raised on afarm called Elmtaryd, near the small
villageof Agunnaryd. At an early age, helearned that he could buy matchesin bulk from Stockholmand sl
themat afair price, but agood profit. Hereinvested his profitsand expanded to fish, seeds, Christmastree
decorations, and pensand pencils. At age 17, Kamprad'sfather gave him anicereward for doingwell in
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school. What did he spend it on? Hefounded IKEA.. There are many peoplelike Kamprad, who may not
achieve successof such magnitude, who are neverthel essentrepreneursat heart, and only satisfied whenthey
aredoing ‘their ownthing,” soto say (About, Inc., 2006, Entrepreneurs: Ingvar Kamprad).

There are somewho are accidental entrepreneurs, who did not intend to start their own business but find
themselvesinapositionwhereitisether anecessity for them or alucrative opportunity that seemsto good to
ignore. Gordon E. Moore, Nobel Prizewinner in Physics, the co-founder and Chairman Emeritusof Intel
Corporation saysabout hisown experience, “ Thereissuch athing asanatura-born entrepreneur (sic)... But
the accidental entrepreneur likemehasto fall into the opportunity or be pushed intoit (Moore, 2001, The
accidental entrepreneur).” Indeed, therearemany like himwho are not entrepreneurseither by training or of
their owninitiative; they arequitesmply intheright placeat theright timewith theright set of skills.

However, undoubtedly the maximum number of accidenta entrepreneursarethosewho arepushedintoit out
of necessity. Thisistruein both the devel oping and the devel oped world, asjob opportunitiesbecome more
and more scarce, competition for jobsincreases, and higher education becomesanecessity for well-paid
jobs. Indeed, in most partsof theworld therejust aren’t enoughjobsfor everyone! Theworldiswatching and
living through thetwin phenomenaof immigration from the South to the North, and of migrationwithin countries
fromrural areasto cities. Aspeoplemovein search of livelihood, demographic patterns changerapidly and
theworldfacesanew set of problemsassociated solely with these migrant popul ations.

The need to move to new shoresis most often inspired by a need to find an appropriate and adequate
livelihood for oneself and one'sfamily. Then again, thereisno guarantee that adecent livelihood will be
availableinthenew area. Instead, often what peoplefindin big citiesand new countriesisaculture shock, a
senseof dienation and separationfromdl that they haveknownto befamiliar, and aboveadl, intensecompetition
for availablejobs, or jobsthat do not match their qualificationsor aptitude. How often have people gonefrom
being tenant farmersin their villageto becoming rickshaw pullersor day laborersin cities! How often have
hopeful aspirantsgonefrom being medica doctors, teachers, engineersintheir own country to becoming taxi
driversand waitersin theWest! Thisisnot the dream that they had carried with them asthey set outin search
of better opportunitiesin distant lands.

Isitany surprisethen that peopleareforced into creating jobsfor themsel vesin circumstances such asthese?
Onthe positive side, migrant destinations often have the key ingredientsthat makefor an entrepreneurial
culture. Let ustaketheexampleof Mumbal, thefinancia capita of India, thelndian equivaent of New York.
Itisacity driven by theambitionsand dreamsof itsinhabitants. Peopleflock toitin search of new opportunities.
If they arefrom avillage, they may easly find themsalvesinadum, like Dharavi. Dharavi, thebiggest dumin
Asia, with apopulation of over amillion cramped inan areaof 1.75 square kilometers (Wikipedia, 1 July
2006, Dharawvi). Onceafishing villageitisnow crowded by smal shanties, narrow unpaved, littered pathways,
open sawers, children playing inthedirt, and women filling pots of water from community taps. Low rents—
Rs. 185.00/$4.00/£2.20 —and aconvenient | ocation that falls between Mumbai’stwo main suburbanrail
linesmakesthisaconvenient location for thepoor to live and work. However, Dharavi isnot smply another
slum. It hasalarge number of thriving small-scaleindustriesthat produce embroidered garments, export
qudity leather goods, pottery and plastic. Most of these products are madein tiny manufacturing unitsspread
acrossthesum and aresoldin domestic aswell asinternational markets. Theannua turnover of busnesshere
isestimated to be more than $650m/£350m ayear (BBC News, 13 July 2006, Lifeinaslum).

Yes, asyou canwell imagine, peoplearedriven by necessity to entrepreneurship—thisisafact of lifefor many
countless, facel essindividual swho areforced to innovate and create employment in order that they may
providethree square mealsfor their family. Thesearethe peoplewho never enter thelimelight, whose names




Building an Entrepreneurial Culture =

never make the headlines of newspapers. Thereare only ahandful of entrepreneurswho breach global or
even national consciousness. For therest, entrepreneurship meansasmall or medium-sized enterprise, but it
isneverthelesstheir source of income, and it meansthe difference between starvation and afull stomach,
between self-sufficiency and dependence.

Driven by necessity, thereisstill apossibility that these entrepreneurs may not succeed. Thereare certain
environmentsthat are more conduciveto businessthan others. What doesMumbai offer that evenasum can
grow and become Dharavi, the hubbub of entrepreneurial activity?A bigger market, asystem of networking
among key playersinthe private and public sector, greater accessto capital, sufficient infrastructure and
communicationsfacilities, numerous examples of successful entrepreneurswho havelived therag-to-riches
story, and aboveall, aculture that encouragesaspirit of entrepreneurial risk-taking and achievement. All of
these e ementscometogether to makefor aculture of entrepreneurship, an environment inwhich risk-taking
isrewarded more often than not.

Thispublicationwill examinethe different e ementsof an entrepreneuria culture, and try to understand what
goesinto building such aculture. It will analyze how certain environmentsare morefruitful than othersto
budding entrepreneurs, and how some are incapacitating. Furthermore, it will ook at different kinds of
entrepreneurship, for indeed it isnot limited to any onefield, asmentioned earlier. Finaly, asthe narrative
concludeswewill be ableto demonstrate how the' Y ES Campai gn hasindeed been ableto harnesstheforces
of thepublic, privateand third-sector to build aculture of entrepreneurshipin different continentsaround of
theworld.

The Building Blocks of an Entrepreneurial Culture

What are the basic conditionsthat a society must possess such that itsmemberswill beinclined to pursue
entrepreneurid activity, with afair expectation of gain astheresult of their endeavors?A cost-benefit andysis
of risksand potential rewards must weigh more heavily on the side of rewards, though one cannot deny the
existenceof certainrisk factorsthat cannot be mitigated or even anticipated, irrespective of the planning, skill
and thought that has been put into the business venture. L et ustake the example of abusinesswomanin
Vietnam who has started her own small coffee bean export business. Vietnamisone of thetop ten coffee-
producing countries of theworld (National Geographic, 1999, Coffee), and it iswell established in the
international market. However, even though thisisaprofitableindustry to enter, the year in which the
busi nesswoman made her entry, therewas asurplus of coffee production in morethan five of theten top
coffee producing countries. Consequently, coffee bean pricesaround theworld dropped drastically. Given
thisunexpected turn of events, theinitial investment by the businesswoman could not be re-couped fromthe
profitsthat were expected to comein. Thisisashock to her small businessand may be enough to closeit
down.

This scenario could have played out differently if thisbusinesswoman had a support structure that would
enable her towithstand shocks such asthisone. Thebacking of amicrofinancegroupin her locd villagemay
makethe difference between the desth of her businessor its continuation through thelean period with support
fromthelocal microfinancegroup. Itisnot difficult to seethat entrepreneurslikeany other group surviveand
flourish best when they are surrounded by suitable support structures and safety netsthat would keep them
from going under during alean period.

Wewill now examine one-by-one each of the conditions necessary for the existence of an entrepreneuria
culture.




B Building an Entrepreneurial Culture

Monetary Capital

Themost crucia aspect of any start-upiscapital. It isthemost fundamental building block that allowsthe
entrepreneur to realizehisvision by buying theright equipment/raw materia, and/or employing theright people.
Start-up funding can vary depending upon the size of thebusiness. A small shop may need only afew hundred
dollars, whileanIT or pharmaceutical businessmay need afew hundred thousand. The monetary need of the
entrepreneur determinesthe funding sourcethat shewill approach for assistance. Thefunding sourceinturn
will weigh therisksassociated with the ventureand fundit only if they believeit hasafair chanceof bringing
insubstantial returns. Funderswho areinvesting highinitial capital expect high ratesof return aswell to
compensatefor higher risk, albeit over alonger period of time. Thereare many different sourcesof funding
availableto abudding entrepreneur. They can bein the public, private or non-profit sector, they canwell be
acombination of morethan oneof these.

Public Sector Funding

Thiswould includefunding from the government, and thiscan comein theform of loansfrom federal/state/
loca government or government-run programstargeted specificaly at entrepreneurs. Governmentsa so provide
adthat isaimed for specia areasof development likeforestry, conservation, rural development, renewable
energy, community devel opment, sustainable agricultureand in some casesfor faith-based organizations as
well. Government policy for provision of loansthrough banksand other government agencieslikeministriesof
youth, human resource devel opment, agriculture, woman and child welfareand so on, varieswidely fromone
country to another. Indeed, it dependsto alarge extent on the system of governancein the country, onthe
fiscal hedlth of the national economy and onthe political |eadership of the country.

Young entrepreneursin search of funding must not ignore the possibilities of applying to thegovernment, and
would need to research possible government grantsto start their own business. Inthe United States, thereare
many different agenciesthat arewilling to fund up and coming entrepreneurs, but they arenot alwayswell
publicized. TheUnited States Small BusinessAdminigiration (SBA) isaleader withinthe Federal government
in supporting, promoting, and advocating for women entrepreneursin the United States and around the
world. SBA offersafull spectrum of financia, technica, and management ass stlance servicesto hel pitsclients
start and grow successful businesses. 1n 1998 the agency offered management and technical assistanceto
morethan one million small businessownersand potential entrepreneurs (ILO, 11 October 2004, United
Satessmall businessadministration). Thisisimpressive, andindeed only one exampleof themany different
sourcesof publicfunding that are availableto entrepreneursin the United States.

Similarly, inIndia, the National Bank for Agricultureand Rural Development (NABARD) co-ordinatesthe
rurd financing activitiesof al theingtitutionsengaged in developmental work at thefield level and maintains
liaisonwith Government of India, State Governments, Reserve Bank of Indiaand other nationd leve inditutions
concerned with policy formulation. It also preparesrural credit plansfor al districtsin the country on an
annual bas's; these plansform the basisfor annual credit plansof al rural financia ingtitutions(NABARD,
n.d., Roleand functions). In other words, NABARD isthe central body that setspolicy and co-ordinates
theactivitiesof al rural and co-operative banks.

Oneof the projectsunder NABARD isthe Swarojgar Credit Card (SCC) Schemewhich

amsat providing adequateandtimely credit, i.e., working capital/ or block capital or both to personsbelonging
to small artisans, handloom weavers, service sector, fishermen, self employed persons, rickshaw owners,
other micro-entrepreneurs, etc. from the banking systemin aflexible, hassefreeand cost effective manner.
Thisscheme, which wasintroduced in August 2003, isjust one of many micro-credit innovationsunder the
umbrellaof NABARD (NABARD rural non-farm sector, n.d., Svarojgar credit card scheme).
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Public sector funding in oneform or another isavailablein most countries of theworld, and thisincludes
microfinance schemesfor theweaker sectionsof society. Sincethe success of Grameen Bank, governments
around theworld have awakened to theimmense potential of microfinanceasameansof poverty aleviation
and of empowerment of thetraditionally aienated and downtrodden sections of society. It has been adapted
by governmentsasalegitimate part of their traditiona banking systems. Inthefina analys's, governmentsare
responsiblefor thewell-being of their citizenry, and though privatefinancial institutionsmay beinclined to
philanthropic causes, they will not providesmal loansto the poor, who have nothing other than socid collateral
to back their request for micro-credit. Thisiswherethe public and third sector steps-in with microfinance
facilitiesfor the poorest sectionsof society.

Private Sector Funding

Asmentioned above, funding fromthe private sector isusualy directed towardsprojectsthat hold the promise
of highratesof return. Funding can be obtained from venture capita firmsthat target the entrepreneur’sarea
of expertise. Someventure capital firmsoffer morethan monetary assistance; they aso providetechnical as
well asbusinesssupport and direction to start-ups. A venture capital fundisapooled investment vehicle (often
apartnership) that primarily investsthefinancial capitd of third-party investorsin enterprisesthat aretoo risky
for the standard capital markets or bank loans (Wikipedia, 31 July 2006, \enture capital). In other words,
venturecapita isnot for theweak hearted; itisahigh-risk gamblewhich may produce huge profitsif successful,
or may beacompletelossif the venture does not take off the ground. If the venture doesfail, theentire
investment iswritten off by thefirm. They cannot take the entrepreneur to court to demand repatriation of
fundsinvested.

Inreturn, venture capital firmstake stock equity or acombination of equity and debt obligation. Most venture
capital firmshavean exit plan that would allow themto pull out withinthreeto sevenyears. Thesearesevera
common exit strategies, whichincludean |PO or initia public offering that alowsthe start-up to go public, or
acquisitions by which alarger business may buy out the smaller company and take over itsfunding and
management (Guidero, 2006, Small business center).

Given therisky nature of venture capital, funding isdirected towardsthosefieldsthat are capable of giving
highreturns: I'T, mediaand communications, life sciences, construction, semi-conductors, biotech, mining,
hedlthcare, consumer productsetc. Venture capitd firmsoften diversify their portfolio andincludeclientsfrom
morethanonefield, inorder toreducerisk of failure. They arecareful about choosing their clients, consequently,
most applicantsare turned down. Even of thefew who are chosen only ahandful becomewildly successful,
most end up asfailures, whileafew result in moderate returns. One of the more successful venture capital
firmsisClearstone Venture Partners, which has over US$650 million of committed capital acrossarange of
technologica productsand ventures acrossthe globe. They are based bothin California, USA, and Mumbai,
India, and include such companiesas PayPal, mp3.com, NetZero and CarsDirect aspart of their portfolio
(Clearstone venture partners, n.d., The Clearstone portfolio).

Apart fromventurecapital sources, angd investorsarea so apotentia funding sourcefor budding entrepreneurs
or for companiesthat are having growing painsand arein need afinancial shot-in-the-arm. Broadly defined,
angel investorsare high net-worth individua swho invest in entrepreneurial companies, usualy at anearly
stage. Likeingtitutiona venturecapita firms, many angel investorsprovide cash to young companiesand take
equity inreturn. Onedifferenceisthat angd investorstypicaly invest smaller amountsof money inindividual
companiesthan venture capitalists do (Kawasaki, December 2000, Who exactly are angel investors?).
Angel capital fillsthegap in start-up financing between the‘ three S’ (friends, family and fools) and venture
capital. Whileitisusually difficult to raise more than $100,000 - $200,000 from friends and family, most
venturecapital fundswill not consider investmentsunder $1 - 2 million. Thus, angel investment isacommon
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second round of financing for high-growth start-ups, and accountsin total for moremoney invested annualy
than all venture capital funds combined (Wikipedia, 30 June 2006, Angel investor).

However, angel capital isexpensive and some seek areturn of 10-20timestheir origina investment within 5
years, through adefined exit strategy, such asan 1PO or acquisition, asinthe case of venture capital firms.
Angd investorsa so tend to organizethemsalvesinto angel networksor angel groupsto shareinvestment, risk
and rewards.

The Center for Venture Research (n.d.) at the University of New Hampshirerecorded angel investments of
about $23.1 billionfor 2005 for atotal of 49,500 entrepreneurial ventures. The number of activeinvestorsin
2005 was 227,000 individual s, with an average of 4-5 investorsjoining forcesto fund an entrepreneurial
start-up. In comparison, $22.4 billion wasinvested by venture capitdistsin the USfor atotal of 3,039 dedls
(PricewaterhouseCoopers, 2006, National aggregate data).

Venture capitalism and angel capital isnot restricted to the US; it isflourishing in Japan, Europe, Indiaand
China, aswell asin other countriesaround theworld. Thefollowing table showsventure capital investmentin
select Asian countriesfor theyear 2003.

Sincethen, theindustry has been growing by leaps and bounds. The Indian Venture Capital Association
estimated funding of Indian companieswill reach $1 billionin 2004 and continueto grow in yearsto come
(Daga, 24 February 2003, Venture funding in India seen above $1 binin 2004).

VENTURE CAPITAL ACTIVITY IN ASIAN REGION - 2003

Country Amount Invested ($M N) Number of Companies
Japan $7,297.71 77
South Korea $3,152.94 21
Augrdia $2,174.70 71
China $1,279.83 44
India $774.01 42
Indonesia $653.45 5
Singapore $501.81 16
Bangladesh $472.70 2
Philippines $149.30 4
Hong Kong $131.16 7
Tawan $37.98 3

Source: Srivastava, S., 2004, Sate of Venture Capital in India, Indian Venture Capital Association, Infinity
Ventures& Xansalndia

Having examined these two private sources of funding, itisimportant to re-iterate that private funding for
entrepreneurshipisnormally directed towardsthefor-profit sector, and does not provide money for either
microfinance or social entrepreneurship. At the sametime, itisagood financial and technical assistance
sourcefor up and coming entrepreneurswho dream big and have strong ideasthat they believein.
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Third Sector Funding

Funding for entrepreneursfrom thethird sector isarelatively new phenomenon. It isimportant to note that
third sector funding isdirected towardstwo distinct popul ations—at the social activist(s) who needsfinancia
backup for her own non-profit venture; and at the poorest entrepreneur(s) who needs micro-loans/creditin
order to start and/or sustain her own business. Wheress, thesocial activist envisionsaproject that will affect
whole communities, the entrepreneur at the bottom-of-the-ladder may ssimply need the businessin order to
surviveand feed her own family.

Thevaueof third sector funding cannot be underestimated — it can bethe difference between lifeand death
for anindividual, afamily, acommunity, an endangered species, the earth’ secology, and it affectsall of us,
directly orindirectly.

Ashoka, founded in 1980, isaglobal non-profit organization that investsin social entrepreneursaround the
world. Ashokapioneered the* socid venturecapital” gpproachininternationa deve opment. “ Ashoka smisson
Isto shapeacitizen sector that isentrepreneurial, productive and globally integrated, and to develop the
profession of social entrepreneurship around theworld (Ashoka, 2006, Ashoka’'smission).” Withthisaimin
mind Ashokaawardsfellowshipsto exceptional social entrepreneursin thefieldsof |earning/education,
environment, health, human rights, civic participation, and economic devel opment. Thesefellowshipsprovide
aliving stipend for about three years, such that the fell owship recipient can focus her energiesand time
completely onimplementing her vison asafull-time development professond. Thefellowshipaso affordsan
opportunity for global dissemination of the devel opment idealbei ng propagated by the awardee by connecting
her with aworl dwidenetwork of leading socid entrepreneurs. Thisinitself isauniqueopportunity for developing
and spreading theinnovation and building long-term sustainability of the project by learning how tolocdizeit
to different areasand popul ationsaround theworld.

Beforewe go any further, we need to understand more about the concept of ‘ social entrepreneurship.” Who
isa‘socid entrepreneur? Likebusnessentrepreneurs, socid entrepreneursaread sorisk-takers. They conceive
of anideaof how thingscould bedifferent and staketheir reputation, their lives, their word on anideology of
changethat they believein. In other words, they arevisionarieswho conceptualize adifferent world, abetter
world and are willing to do what it takes to make their vision cometrue. Their starting point is a deep
understanding and seeing of the problemsin the present system inthe here and now. From thisstandpoint they
movetowardsacourse of action that would changethe system. Socia entrepreneursarethe engineersbehind
large-scalemovements of change. They givetheir lifeto acause and cause great changeto come about that
goesbeyond asinglevillage or asingle community to entire countriesand popul ations. Gandhi isagood
example, asisNelson Mandela. Florence Nightingale, MedhaPatker, Craig Keilburger, Dr. Paul Farmer are
all examplesof social entrepreneurs. They are catalysts of change who seek to generate social value, not
monetary profit. Socia entrepreneurship isthe processof change that these people adopt.

Thethird sector isnow investing initsown by forming non-profit organizationslikeAshoka, The Echoing
Green, The Skoll Foundation, The Schwab Foundationfor Socia Entrepreneurship, all of which arededicated
to providing financial and technical assistanceto social entrepreneurs. They aim to support leadersand
visionarieswho are creating socid reform among entirecommunities. Let ustaketheexampleof The Echoing
Green Foundation, which hasaproventrack record of delivering asocial return oninvestment. Since 1987,
they haveinvested nearly $25 million to help morethan 400 visionary leaders spark positivechangein 30
countries. They have hel ped launch model organizationsworking in education, youth development, health
care, housng, environmentd justice, humanandcivil rights, economicand socid judtice, theartsandimmigration.
According to arecent study, conducted in 2004, Echoing Green fellows' organizationshaveraised morethan
$930 millionin additional funding beyond Echoing Green’sinitia investment. 75 percent of organizations
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launched by Echoing Green Fellowsaretill in existence, and 85 percent of Echoing Green Fellowsstay in
leadership positionsinthe socia sector (Echoing Green, n.d., Whoweare).

Third sector financing for entrepreneurscomesin another formaswell: microfinance. Prof. Muhammed Yunus,
apioneer inthefield, discovered that the poor were being turned away by traditional banksin Bangladesh
becausethey wereclassified as* not creditworthy.” In order to counter thishe started to give out small loans
to the poor, targeting them towardswomen in particular, and found that contrary to popular belief the poor
werevery creditworthy, and seldom defaulted on their payment. Thismovement grew withtimeandledtothe
establishment of what isnow famousas Grameen Bank. The repayment ratesfor the bank areashigh as97
percent, and the concept of microcredit for the poor has spread acrossthe globe asarevol utionary ideafor
empowering the poorest of the poor (Grameen, 18 September 2002, Breaking the vicious cycle of poverty
through microcredit).

Thepoor are often forced into seeking viableincome-generating activities. Normally they lack theeducation
to seek formal employment, and coupled with thefact that they a so often havelargefamiliestofeed, they are
indeed left up to their own resourcesto survive. They may use the micro-loansto buy abuffalo or afew
chickens, to buy theraw material for sewing garmentsor for making baskets, to set up asmall roadside shop
tosdl their wares. Though their businessmay be small, they are neverthelessentrepreneurial inthetruesense
of theword. They examine existing resources, gauge the surrounding market, and takearisk to start anew
venture, not knowing whether or not it will befavorablein thelong run. Accion, FINCA International and
Women’sWorld Banking arejust three of the big namesthat are well-established asglobal micro-lending
ingtitutions. Many country governmentsand UN organizationsare now heavily invested inthis concept and
areusing existing banking systemsto provide microcredit facilitiesto therural and urban poor.

Having looked at theseformal sourcesof funding from the public, private and third sector, it isimportant to
mention that for many funding isobtained frominformal sources: fromfamily and friends, or maybefromthe
villagemoneylender, who hasasemi-formal set-up for giving out small loans. Thesearea soformsof micro-
credit and possibly the more easily accessible with theleast amount of paperwork and bureaucratic hasse.

In conclusion, monetary capital isanecessary condition for entrepreneurial activity. Thegood newsisthat
there areindividual sand agencies out therewho makeit their businessto give out |oansto entrepreneurs.
What you, as an entrepreneur, need to know iswho to approach and how, and for thisyou need to target a
sourceof funding that ismost in keeping with your own principlesand plan of action.
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Regulatory Frameworks

Businesses, especidly start-upsare very susceptibleto the policy environment of the country inwhichthey
operate. Favorable government policiesand regulations providefertile ground in which to grow business
ventures, while closed regulatory frameworksinhibit the growth of new business. Thereare severd different
aspectsthat go into the making of asound, healthy entrepreneur-friendly policy environment.

Political Stability

Possibly themost important of theseisthe presence of continued safety and stability inthe country. Freedom
frompolitica chaos, rdigiousdirife, civil or cross-border conflictsareessential conditionsfor the devel opment
of new businessintheregion. For example, war-torn countrieslikelrag, Afghanistan, Democratic Republic of
Congo and Sudan arefaced with massive problemsof internally displaced people, victimsof war and human
rightsviolaions. They havenew governmentsor noneat al, theruleof law istentatively enforced, or completely
lacking. How can new businessestake root and thrive under these circumstances? Prior to starting anew
venture, entrepreneurs make afew bas c assumptions; oneof theseisregarding the continued politica stability
of theregion, or of itspotential disruption. When entrepreneursantici pate troubleand instability, they canaso
anticipatethat their chances of successare greatly reduced. Consequently, they arereluctant to put their
money inthose partsof theworld wheretheir venturemay fail for reasonsthat they can foresee and haveno
control over whatsoever. Stable governments, whether communist, democratic or even dictatorships, allow
businessesto work within predictabl e parameters. Entrepreneurs need to be ableto plan reasonably for the
foreseeablefuture, aspart of their cost-benefit analysis. A state of chaos, or asudden and violent changeinthe
political leadership of the country isalways disastrousfor business, more so for start-upswhich cannot
withstand these sudden shocks, but a so for established businesswhich haveto adjust to the changed palitical
conditionsand new political actorsat very short notice. A peaceful transition from one government to another
inademocracy, or the continued domination of one political party or dictator allows entrepreneursto count
ontheonecrucial factor of peaceintheregion. Countrieslikethe United States, India, Canada, Australia,
China, Japan, Thailand which now have an established track-record of political stability are placesthat are
most favorablefor the birth and growth of businessenterprises. Given the right economic conditionsand pro-
growth policies, entrepreneurs come center-stagein such environments.

Government I nstitutions and Bureaucracy

Entrepreneursrely on governmentsnot just to maintain law and order and keep the peacein theland, they
aso need themto establish policiesthat arebusiness-friendly and rdl atively free of therigmaroleof bureaucracy.
Too often upcoming businesses are caught up in reamsand reams of paperwork, passed from one officeto
thenextinorder to get apermit or alicensefor their work. Red-tape and the many layers of abureaucratic
system can seep the strength out of many astruggling entrepreneur. It isvery important that government
smplify theprocedurefor starting abusinessand publicizeit well so that people are encouraged to start their
own ventures, not scared away by the effort. Governments need to find theright bal ance between smplified
paperwork for businessstart-upsand expans on, and adegquate monitoring to ensure high sandardsfor services/
productsthat the businessesdeliver.
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Thetablebelow showsthe result of the assessment of starting abusiness per region:

Region or Economy Number of Duration (days) Cost Min. Capital
Procedures (% GNI per capita) (% GNI per capita)

East Asia & Pacific 8 % 471 1005

Europe & Central Asia 9 L 155 518

Latin America & Caribbean n 0 604 289

Middle East & North Africa 10 K] 512 8564

OECD: Highincome 6 5 80 4.1

South Asia 9 % 454 00

Sub-Saharan Africa n &3 2252 2541

Source: Benchmarking - Entry Regulation, East Asia Compared to Global Best / Selected Other
Countries, Doing Businessin 2004: East Asia, World Bank

If the bureaucratic system should be both complicated and corrupt thenit isso much moredifficult to gpproach
and breach. Entrepreneursthen haveto bribepublic officialsat every step of the bureaucratic ladder and this
inturn meansthat they have expensesthat they cannot legitimately show onthebooksaspart of their business
expenditure. Thiscan beavery daunting and disillusioning experiencefor young entrepreneurs. Itisindeed a
pity that their first ventureinto bus nessshould requirethemto sell their integrity and become part of acorrupt
system. L et ustake the example of an entrepreneur in Pakistan who is planning to start hisown security
agency. Inorder to do so hewill need to have credible qualifications, relevant experience, abusinessplanand
agovernment license. Provided that he hastherest, in Pakistan, asin most devel oping countries, hewill still
need to bribe hisway through many different government agenciesin order to get thislicense. Theresfter, once
heisestablished asthe owner of asecurity agency, hewill need to bid on government contractsfor provision
of security servicesto banksand offices. Thisprocessof bidding for government grantsand contracts needs
to be above-board, transparent and unbiased so that new entrepreneurs have achance of succeedingona
level-playing field. Normally, contracts are awarded not to the most deserving, but to theindividua who has
the best contacts within the government and/or the fattest bribeto offer. This system isboth corrupt and
exclusionary; it successfully keeps new entrantsfrom entering the business. Thisalso succeedsin keeping
honest and upright individual sfrom participating in both businessand politics, whichin turn perpetuatesthe
cycleof corruptioninthecountry and serioudy damagesthetrust of theordinary citizeninthemachinery of the
state. A corrupt society isadifficult society to livein, except for the select few who arein aposition to
manipulatethe systemto their advantage.

Itisdefinitely not impossibleto succeed in acorrupt environment. On the contrary, business can go hand-in-
glovewith government and becometwo sides of thesame corrupt system. In Poland and Hungary, entrepreneurs
rushed tofill thevoid | eft when the communi st system of state-owned factoriesand centrally run economies
collapsed. Russiawasdifferent: Entireindustries, fromoil fieldsto nickel mines, passed amost seamlessy
fromthe stateinto the hands of relatively few barons. The barons have the political muscleto cut through a
smothering state bureaucracy (LaFraniere, 29 December 2001, Cleaning Up Russia’s culture of corruption(
Putin targeting all who *feed off’ small business). For entrepreneurs and small business owners, itisa
different story, however. They are confronted by an extensive and corrupt bureaucracy that hasthe power to
deny licenses, permits, office space, and accessto material s unless substantial * gifts' or bribesare paid.
Racketeering small business people area so confronted by agrowing “protections’ racketsbusiness. These
criminal costs substantially raisethe costsof doing businessand in many casesmakeitimpossiblefor anew
firmto get started or, oncein business, to maintain ownership of thefirm. Also, somekey inputsor supplies
arecontrolled by gangs of racketeersknown as mafias (Kanaga, 1992). The Russian government hasbeen
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trying to free small businessesfrom the stranglehol d of racketeersand government corruption, butitisan
uphill task and onethat will taketime,

Thisconcentration of wed thinthehandsof afew billionairesdoesnot makefor peaceand stability inthelong
run. It widensthe divide between the rich and the poor, and makesfor great unhappiness and discontent
among the poorer sectionsof society. If wewereto continuewith theexampleof Russia, wefind that according
to datafrom the Russian Finance Ministry, wealthy Russianswere 10 timesasrich aspoor citizensin 2001,
and the difference increased to 13 timesin 2002 and 14 timesin 2003. Ten percent of wealthy Russian
population obtains 29.8 percent of thetotal volume of income, whilethe share of poor people' sincomeis
estimated at only two percent (PRAVDA, 3 November 2004, The gap between weal th and poverty grows
InRussia).

Itisalso palpably wrong that immense weal th should be concentrated in just afew hands. Sooner or | ater,
thesefew wealthy individua scometo dominate not just the business scene but also the political, either up-
front or by pulling strings behind the scenes. China, for one, modified its Congtitution in 2004 to allow private
entrepreneursto join the Chinese Communist Party (Chan, 2April 2004, Chineseregimeamendscongtitution
to protect private owner ship). Similarly, Dick Cheney, the American Vice-President continuesto haveclose
monetary tiesto hisformer company, Halliburton Co, which hasin turn been reaping huge benefitsfrom the
Iraqwar, having received government contractsworth morethan $1.7 billion for itswork over there (CBS
News, 26 September 2003, Cheney’'sHalliburton TiesRemain). Itisdifficult toimaginethat they will be
both willing and able to devise and impose regul atory mechanismson their own businessenterprises. Itis
important to acknowledgethat asound business policy doesnot automatically imply that businessinterests
must begiven afreerein. Onthe contrary, they need anurturing environment that al o setsstandardsin terms
of theenvironment, employeewe fare, consumer health and safety. Good policy conditionswouldincludea
reasonabletax structurefor established busi nessesthat doesnot finethem heavily for making profits, while
also ensuring that they are not allowed to get off the hook entirely with respect to taxation.

One can envision that an encouraging entrepreneurship policy would includetax breaksfor up and coming
businesses, and rewardsfor successful new entrepreneurs. Indeed, more and more devel oped nations have
begun to adopt E-policy or entrepreneurship-policy aspart of their national agenda. The most advanced
policy effortsarein the Netherlands, which adopted an E- Policy in 1999. 1n 2000, the Finnish Government
gpproved agovernment-wide, multi-departmenta, two-year Entrepreneurship Project and the UK government
adopted the mission of making the UK ‘thebest placein theworld to start abusiness . Other governments
makereferenceto entrepreneurship asapart of their overall economic devel opment agendas. For example,
Sweden identifies ‘good entrepreneurship * as one of its pillars, Ireland is focusing on ‘technology
entrepreneurship‘, and Australiahaslaunched anational * Promoting Young Entrepreneurs' initiative under
their new innovation agenda, Backing Australia’ sAbility. Let ustake the example of Netherlands, where
multi-ministriesand level sof government partner intheddivery of acommonvisionfor increasing theleve of
entrepreneurship and businesscregtion activity inthe country. TheMinistry of EconomicAffairsmay coordinate
the policy implementation, but thereisagreat deal of consensus and cooperationinitsdelivery across
departmentsand government. Netherl andsisa so focused on articul ating mesasuresto check onimprovements
intheentrepreneuria climate/cultureof the country. Thisincludesindicatorsto measurethingslikeincreasesin
theentrepreneurial potential of the population, increasesin the preconditionsfor becoming an entreprenevr,
decreasesin obstacles, and improvementsin socia attitudes towards entrepreneurship (Stevenson &
Lundstrom, 18 June 2001, Entrepreneur ship policy for the future: Best practice components).

Asmoreand moregovernmentsbecome consciousof theimportanceof promoting apolicy for entrepreneurship,
they need to decide exactly what kind of an E-policy model they are heading towards. In their article
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Entrepreneurship around the globe: Adapting to different national environments (2002), Cullum, Padmore
and Purdy examinethreedifferent model sfor successful entrepreneurshipin countriesaround theworld. Each
of these hastheir own advantages and disadvantages, but the social democrat model isthemost responsiveto
the needs of all three sections: business, consumer and government.

1. The Free Market Model

Examples: TheUnited Satesand Canada

Inthismodel, therole of governmentisfairly limited. Public policy can create some of the basic
conditionsrequired for an entrepreneurial cultureto flourish, such as good telecommunications
infrastructure, and can remove many of the obstaclesthat get intheway, but therest isup to the
private sector.

Thismodd thrivesinacultureinwhich entrepreneurial successiscelebrated rather then denigrated.
Thetax structurerewardsinitiative and financia gain, but the degree of socia protectionisgenerally
low.

2. TheGuided I ndividualism M odel

Examples. Singaporeand Taiwan

Thismodéd, too, isbased on the encouragement of individua enterprise. Itsdistinctivefesture, though,
istheroleof public policy in determining the broad sweep of entrepreneurial activity—in effect,
signding the sectorsand industriesin which entrepreneurial energiescan most usefully bedirected.

3. The Social Demaocrat M odel

Examples: Sweden and Ger many

Thismodel combinesthe encouragement of enterprisewith anemphasison socid protection. Countries
that follow thismodel createasort of socid partnership, with key aspectsof the economic and social
framework determined by negotiations between the different social partners, such asemployers,
employeesand government.

Thecollectivenatureof thesocid partnership syslem meansthet initiativesto encourageentrepreneurship
- such asthose promoting greater |abor flexibility - can be accompanied by other measures (for
example, retraining schemesand unempl oyment benefits) to offset any adverseimpactson particular
sectionsof society. It thusbecomeseasier to gainthe approva of society at largefor thekey measures
needed to strengthen the productive base of the economy.

Most countriescannot be nestly dotted into either the oneor the other of thesemodes, sncether entrepreneuria
policy istill evolving asthey react to theforce of therapidly globalizing world economy. Also, many of the
newly independent republicsinthe Baltic region and Central Asaaremaking thedifficult trangtionfromtheir
previous system of state-controlled enterprise to ademocracy or absol ute dictatorship, both of which are
unfamiliar formsof government to them. The concept of entrepreneurial activity initself isnew intheseareas
whereindividual initiative and independent thought has been discouraged for ages, and the expectation has
been absol ute and unquesti oning obei sance to the government for the collective good of thewhole country.
Entrepreneurial activity inthese countries needsto be carefully cultivated and encouraged every step of the
way. Wewill look into thismore aswe examine entrepreneurship education and training in this paper.

Finally, government isalso responsiblefor the effective and efficient provision of services such that both
businessesand their customerscan thrive. These servicesrangefrom power, water to communicationsand
wasteremoval, among others. One problem that iscommon to alot of different countriesisthe disconnect
between public servants and entrepreneurs. Oneway of bridging the divide between the public and private
sector isby encouraging public-private partnerships, such that each usesthe strengths of the other with the
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common goal of promoting busi ness development for purposes of growing new and innovativetechnologies,
for creating employment opportunities, and for generating weal th. One such example can befoundin Chile,
wheredl government initiativeshave been consolidated inasingleofficewiththegod of facilitating therelaion
between government and entrepreneurs and creating acohort of specialized governmental employees. This
officeamsto reducetransaction costs, increasetrangparency and effectivenessby providing aidto entrepreneurs
with all aspectsof growing abus nessfrom hel ping with writing abusinessplanto providingrisk capital funds.
Also, regulationsin the new Emerging Markets Stock Exchange havebeen simplified tofacilitate new firm's
initid public offerings (IPOs) and to prevent di scrimination between consolidated and new firms. Similarly, as
of July 2005, a one-stop shop for company registration has been established in Slovenia. Thisenables
entrepreneurstofulfill al legd activitiesfor registrationin oneplace. Theseregigtration pointsarefound at 205
locationsin Slovenia. Registration procedurestake about one hour and arefree of charge. Inthefirst three
monthsof operation, 1,600 entrepreneurs haveregistered thisway (Autio, Bygrave & Minniti, 2006).

Economic Policy

Animportant factor that playsamajor rolein the potential successor failure of new entrepreneursisthe
economic climate and policy of theregion. Government’s can frame economic policy such that it isboth
encouraging to start-ups and protective of established businesses. Governments can haveclearly articul ated
economic policy initiativesthat reducethefinancial congtraintsentrepreneursface- either through preferential
loansto new businesses, asthose supported by the Smal BusinessAdminigtration, or preferentia tax treatment
for new or small businesses (Kreft & Sobel, 2005). Thisisequivalent to thefinancing of entrepreneuria
Initiativesthrough public sector funding, which hasbeen examined in the previous section.

Abovedl, governmentsneedto avoid policiesthat semfromaparticularly narrow definition of entrepreneurship.
For example, entrepreneuria ventures need not be described solely asstart-upsor only about high technology
initiatives. Thiscan divert attention from getting the broader economic policy settingsright. Governmentscan
examinewhether current regulationsgoverning financid ingitutionsand/or financia marketsinhibit or facilitate
theavailability and optimal alocation of financefor entrepreneuria activities, and make changesaccordingly.

They canasolook intothe overal effectsof thetax system on entrepreneurship, and identify featuresthat
discourage entrepreneursor thefinancing of entrepreneuria activity. They can ensurethat thetax systemis
trangparent and that complianceisstraightforward and uncomplicated. Governmentscould go astep further
and set-up public agenciesor appoint officialsto hel p entrepreneurs understand and managetheir finances,
every step of theway, from seed moniesto taxesto expansion funds. They could also providetraining courses
for bank officialsand others, teaching them how to deal with and aid smal businessownersand entrepreneurs.
Too often, the unhel pful, condescending, corrupt attitude of government official sat financial and bureaucratic
officesisinitself adeterrent andinhibitor of entrepreneurid activity.

Furthermore, governments can ascertain that persona bankruptcy legidation providesan gppropriate baance
between encouraging risk-taking and protecting creditors, without burdening either party too much. After all,
entrepreneurship isabout taking risks, and though no entrepreneur goesinto businessplanningtofail, thereis
alwaysapossibility that circumstances outside of her control may cause her ventureto flounder. In such
Stuations, itisimportant for entrepreneursto know that they will not be punished for taking risksand attempting
to start something new, and that they have some bankruptcy protectionto fall back upon. The United States
which hashad avery busness-friendly bankruptcy law sncethelast 1970srecently modifiedit to The Bankruptcy
AbusePrevention and Consumer ProtectionAct of 2005, which though not aslenient till dlowsbusinesspeople
to file for bankruptcy without facing a severe backlash (TheStreet.com, 22 July 2005, How the new
bankruptcy law affectssmall business). Thisisanimportant consideration for entrepreneursand minimizes
therisk associated with starting anew venture.
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Lastly, animportant aspect of national economic policy iswith regardsto the government’sattitude towards
the powerful phenomenon of globalization. Open globa marketsarevita to entrepreneurial growth, not only
becausethey alow for thefree-flow of goodsand servicesto alarger market, but al so becausethey alow for
thefree-flow of ideasand cutting-edge technol ogy from onepart of theworldto the next. Thisinteraction can
act asastimulant to further devel opment of technol ogiesand |ead to breakthroughsinresearch and devel opment
of technological innovations. These canthen spread rapidly to different partsof theworld, giventhat countries
arewillingtojointhe global marketplace (AltAssets, 30 May 2005, Global entrepreneur ship monitor).

Indiaand China, strong growing economic super powerstoday, started their journey towards economic
liberalization at different pointsof time. China skey economic reformstook placeinthe 1970s, whileIndia
did not start liberalizingtill the 1990s. Last year per capitaincomein Indiawas $3,300, whilein Chinait was
$6,800. India’s Gross Domestic Product (GDP) growth for 2005 was 8.4%, while China's GDPwas at
10%. For the same period, foreign investment in Indiawas an estimated $8.4 billion, whilein Chinait wasat
$72.4billion (Elliot & Perry, 26 June 2006). Both countries are strong evidence about theimmenseforce of
globalization and of how it can ater the economic make-up of acountry. Both country governmentsalso need
to be much moreresponsiveto the needs of their rural and urban poor popul ationsthat are not receiving the
trickle-down from arapidly globalizing world economy. Indeed, thereisalot to be said for how much needs
to bedonein order to bring the poor out of their conditionsof extreme economic need and misery, and into
thissphereof frantic economic activity.

Globalizationisabout competition and thisisnot necessarily abad thing. Indeed, government can step-inand
adopt protectionist policiestowardsthe vul nerable sections of the economy, for example, inthe case of poor
farmerswho do not have the meansto compete on aglobal scale. Alternately, government can providethem
with the means, the technological and monetary input, and teach them over a period of time to become
formidable producerswho can hold their own intheinternational market. This, however, would bealong-
term strategy, and one which would require absol utely committed and honest personnel at the helm. At the
sametime government should a so be ableto step back and allow thelarger forces of competition and open
marketsto comeinto play, such that each country can produce world-class entrepreneurs and businesses,
that provide goods and servicesthat measure up to global standards. Competitionisoneway of weeding out
poor-performing businesses; itisasoaway of encouraging higher standardsand global players. Withinthe
country, governments can open up provision of public servicesto competing private entrepreneurs, provided
that the system of alocating the grant, its monitoring and eval uation are transparent and above-board.

Governmentshaveanimportant roleto play in shaping theforcesof globalization asthey affect their country,
by charting the course of their economic policy such that they welcome globdization, whileensuring that the
weaker sections of society are not penalized for lacking the resources and know-how to competein an
internationa market. Governmentsneed to identify these sectionsand make surethat they havetheopportunities
and thetraining so that they can become participantsin the global market over aperiod of time. It isnot
necessary that governmentsadopt asingle, uniform, one-size-fits-all policy with respect to globaization and
their country’ sdiverse manufacturing, export, farming, industrial and technologica ventures. Indeed, it would
bemuch morereevant totailor the country’ seconomic policy to theneedsof each section, whilea so attempting
to balanceit with respect to the needs and requirements of other countriesin the region and/or acrossthe
globe.

Certain entrepreneuria venturesbenefit greatly from globalization. We can take the example of handicrafts
exportsfrom India, inleather goods, cloth, carpets, glassproducts, or pottery. These arerenowned theworld
over and fetch an excellent pricein theinternational market. Thereisgreat competitionwithin the country, and
from other handicraft-producing countriesin these products. This has been a healthy, growth-oriented
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competition that hasled to amorediverse, creative production, moreresponsiveto the needsof customers.
Where government does need to step-inisnot with respect to curbing competition, but in order to ensurethat
theloca manufacturersare paying their workersadecent wage and that the benefits of the globa market are
reaching thelowest rung of theladder in the production process. Somemay arguethat thismay increaselabor
costsand so a so the price of the goods, thereby making them lesscompetitiveintheglobal market. However,
looked at differently, itisclear that thiscould a so serveto reduce the gap between therich and poor sections
of society, and indeed there needsto beaglobal consensuson provision of fair wagesto laborers, so that no
onecountry isdisproportionately disadvantaged by trying to provide adequate wagesfor them. A globalizing
economy a so needs an educated, socially aware global customer base, and each country government and
global firm must take on the responsibility of educating its people about both the costs and benefits of
globdization.

Thisdoesnot mean that entrepreneuria activity should beinhibited or the global marketplace shut out. Onthe
contrary, governments need to wel come competition, while ensuring that entrepreneurs and their employees
get afair deal. Thisisnot animpossible proposition. Indeed, asthings stand global businessesdo negotiate
with country governments before setting-up shop in their part of theworld. Competition will inevitably lead to
alevd-playingfield eventualy, butintheinterim governmentsneed toregul atethelevel and extent of competition
inorder to ensurethat there are no hel pless casuatiesin the process, who arethrust into aglobalizing world
economy without first being at |east reasonably prepared to takeit on.

Inthefind analysis, government policies need to send astrong positivesignal to entrepreneurs. Governments
havethedual function of providing asupportive economic environment and of monitoring the economic
excesses of businesses, both local firmsand global multi-nationals.

Labor Market Flexibility

A related issuethat affectsentrepreneurial activity isthat of labor markets. A flexiblelabor marketisonein
whichitiseasy andinexpensivefor firmsto vary theamount of labor they use, by changing the hoursworked
by each employee and a so the number of employees, if required (Economist.com, 2006, Economics A-Z).
It can a so include other details such as number of daysfor vacation, sick |eave, leave with/without pay,
paternity/maternity leave, overtimerequirementsand benefits, pensionfunds, hedthinsuranceetc. Thisinturn
meansthat labor unionsare discouraged and regul ation over terms of employment iswesk.

Opponentsof |abor market flexibility point out that too much control inthe hands of employerscan mean lack
of job security and weak labor protection laws. Supporters, on the other hand, claim that competitionlevels
out thelabor market, and allowsmarket forcesto set theterms of employment, thereby increasing efficiency.
Recently, while many trade unionshave been pressing for reduced working time, guarantees of employment
security and measuresto combat unempl oyment, some employers have been seeking to modify many of the
hard-won social protection measuresin an effort to make labor marketslessrigid. For example, they are
striving to matchworkers' desirefor fewer hoursworked against the acceptance of amoreflexibleapproach
on when and how to work, so asto increase the operating hours of machines without having to pay for
overtime(ILO, 1999).

Fexiblelabor marketsareafact of lifeinthe devel oping world wherelabor isabundant and cheap. Therefore,
outsourcing to countrieswherelabor lawsarewesk and thelabor market moreflexibleisnow avery common
phenomenon. Asthingsstand, Indiacontrolsroughly 44% of the global outsourcing market of softwareand
back-office sources. Indiahasbecomethe host outsourcing country of choicefor many UScompanies. This
Isdueto the economic advantages and the large supply of awell educated, highly motivated, competent,
productive, and English-speaking workforce (Gaut & George, 1 May 2006, Offshore Outsourcing to India
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by U.S and E.U. Companies). Consequently, in the developed world one can argue that flexible work
organization providesemployerswith ameans of extending operating hours; applying high-wagelabor more
effectively intheface of competition from low-wage countriesand thusraising itsproductivity, improving the
quality of productsand increasing therate of innovation; but also of removing disincentivesto hire staff and
adjusting employment levelsto variationsin demand (ILO, 1999).

At the sametime, the devel oping world needsto provide certain checksand balancesto ensurethat it isnot
harboring sweatshopsthat arearipe ground for exploitation of workers. Government needstointerveneto
the extent that they can negotiate reasonabl e terms and conditionswith foreign employersfor their own
citizens. Thedevelopingworldisat an advantagein that purchasing power parity isgreater there, evenwith
higher inflation, becausethe r currenciesarewesker in comparisonto thedollar/pound. Giventhisfact, employers
who are outsourcing their |abor can still makeaprofit, whilea so paying their foreign employeesreasonable
wages.

TheNordic countries, however, areagood working exampleof how flexiblelabor markets can be combined
with strong socia protection. Thereisastrong sense of cooperation between workers, and employers.
Though taxesare high, they are generally accepted inreturn for good public services, including education,
childcareand retraining (Bowley, 23 October 2005, A preferencefor stability or aflexiblelabor market?).

Inthefina analys's, labor market flexibility doesindeed boost entrepreneurship, but it comesat acost, unless
elther governmentsor bus nessestakeresponsibility to ensurethat laborersget fair compensation, whilea so
protecting businessinterestsfrom being unduly pressured. Possibly, the Nordic model isworthemulatingin
thisregard.

Intellectual Property Rights

Theissueof intellectual property rights (IPR) first became acontentiousissuein the 15" century with the
advent of the printing press, which could copy booksand manuscripts. Today, individua inventors/entrepreneurs
and companiesarein apositionto patent their new ideaand sue competitorswho attempt to steal or duplicate
their product/idea. Lawsmust decidewhereintellectua property rightsend and therealm of open knowledge
begins. Devel oping nations have strong argumentsagainst | PR, since many fear that it could lead to monopoly
of protected products by the devel oping world, and may inhibit competitioninstead of promotingit. They aso
rightly fear that if 1P protection isstrengthened, they will becompelled toincreasetheir importsof proprietary
knowledge or products. Presumably their consumers, including former consumersof pirated products, would
indirectly pay theseimmediate costs. Indeed, the short-term financial costsof rigorous| P enforcement to
developing nationsmay behigh. For instance, economistsestimated that | ndian pharmaceutical manufacturers
and consumers might seeincreased costs of $477 millionto $1.3 billion (in 1988 dollars), depending onthe
market’ sfestures. Devel oping countriesthereforefear that the price of protected pharmaceutical swill skyrocket,
making it difficultif notimpossiblefor therr citizensto afford essential medicines(Price, 1995).

Likewise, unauthorized copying of works of authorship - including, for example, textbooks and other
educational materialsaswell asentertainment products - a so saves devel oping countrieslarge amounts of
money. Thereareother important argumentsthe public and policymakersin emerging-market countriesmarsha
for their position. Under astrong | P system, universitiesand studentswould haveto pay much higher prices
for authorized copies of textbooksthan for the bootlegged copiesthat are now used in countries such as
South K orea, Cubaand Venezuela. Many agrarian countries also pay lower pricesfor pirated seedsand
agricultural productsthan would prevail under astrong I Pregime. Indian farmers, for example, are now
clamingthat strong protection of IPwill forcethemto purchase expens ve patented seedsfrom “monopolistic’
companies, both local and foreign (Ibid.). Thisisagenuineproblemasillustrated by thisrecent newsrelease
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of April 20, 2006, by Senator OlympiaJ. Snowe, Chair of the Senate Committee on Small Businessand
Entrepreneurship:

“Small businessownersin Maineand acrossour nation arefighting to remain competitivewith countries
suchasChinathat flagrantly disregard intellectua property rights. Specialized shoemanufacturer New
Baancegrew so concerned with themagnitude of thisproblem that they wereforced tofilesuit against
‘New Barlun,” aChinese shoe manufacturer that sellsnearly identical shoes.

While | am pleased that progress was made during last week’s U.S.-China Joint Commission on
Commerce and Trade meetings, Chinamust better protect U.S. intellectual property. Themassive
distribution of pirated music, movies, software, pharmaceuticalsand manufactured partshasled tolost
jobs, lost roydtiesand | ost salesfor American businesses—small and large. | call uponlaw enforcement
agenciesfrom Chinaand the United Statesto ramp up their effortsto devel op and prosecuteintel lectua
property cases. Fraudstersand thievesmust be held accountablefor intellectua property crimes.”

Theissueof IPR affects both entrepreneurs and customers. What isharmful for entrepreneursin Maine,
USA, could bebeneficia for customersand entrepreneursin China. Indeed, whenit comestoissueslikelife-
saving pharmaceuticals, oneisforced to consider whether certain forms of knowledge must not be quite
simply areas of open knowledge. Then again, thiscould deter investment for research and devel opment of
new medicines. Thereare powerful argumentson both sidesof the spectrum.

Thereare good reasonswhy PR makesbusiness sense. Thefuture of entrepreneurshipisclosaly tiedtothe
protection of rightstointellectud property, alowing start-upsto market anideawithout fear of infringement
by others. Thereare other benefitsaswell like strong | P protection encourages entrepreneursand investorsin
emerging-market countriesto focus on problemsindigenousto their countries, and thusreward researchers
for their work in both devel oping and devel oped countries. It can dso alow banksand other financid inditutions
to attach valueto the new | P being created |eading toincreased investment in new ventures and technologies
(Price, 1995). Finally, IPR is amatter of fairness and equal protection for small business owners and
entrepreneurs, irrespective of which part of theworld they arefrom.

Having listed both the advantages and disadvantages of I PR, it isimportant to point out that the devel oped
and devel oping nationsare not playing by theruleson alevel field. Onthe contrary, individual countriesneed
to bewell aware of and staunchly pro-active of their intellectual property rights, in order to ensurethat their
products/technol ogiesare not patented by other countries. It isnot just Chinawhichisduplicating American
productsunfairly; American companieshavea so been known to patent agrarian productslike Basmati Rice
which areof Indian make, and have been so for afew centuries now (Trade Environment Database, n.d.,
TED case studies: Basmati).

Astheforcesof globalization sweep acrossnations, the push for IPR increasesaswell. Thisisan areathat the
developing world and budding entrepreneurscan ignoreonly at their own risk.
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Infrastructure

A successful business, irrespectiveof thesizeand nature of theenterprise, reliesonthe physical andtechnological
infrastructureavailableintheregion. Evenif wewereto consider asmall business, that of arural entrepreneur
who weavesand sells cane basketsin thelocal market, wefind that shewill rely onthelocal transportation
and roads availableto transport her finished goodsto the market. For bigger businessesthe demands of
infrastructure are multiplied many timesover. Media, I T, pharmaceuticals, biotechnology aremajor areas of
entrepreneurid activity, and each of these dependson awholestring of infrastructural inputs. Roads, airway's,
portsfor transportation, fiber optic cablesfor internet and telephonelinesfor communication, bas c requirements
of electricity and water supply round the clock, artificially heated or cooled buildings—these areall the
elementsthat areabsolutely necessary for many entrepreneuria venturesto take off theground. Thekind and
qudity of infrastructurethat aregion hasdeterminesthe nature of the businessenterprisesthat will grow over
there. Entrepreneurswork with existing resources, and rely on the government to provideasoundinfrastructure
for themtotapintofor their businesses.

If we examinethe map showing the night-timecity lightsof theworld, it iseasy to seethat most of Africais
dark, asare many partsof Latin America, even if wetakeinto account that the raw image overestimates
urbanized areas by asmuch as seven or eight times (NASA Science, 15 November 2005, Lighting up the
ecosphere). In contrast, North America, Europeand Japan arebrightly lit. Thisisavisua representation of
thequality and nature of the physical infrastructure availablein these partsof theworldintermsof artificial
light. Thisinturn aso dictatesthe nature of the businessenterprisesthat flourishinthese areas. Wheress, the
West and Japan are the seeding ground for cutting-edge technol ogy, African business entrepreneursare
limited to starting more basic entrepreneurial venturesthat can be supported by thesparse physicd infrastructure
availableintheregion. In other words, the technol ogical and monetary gap between different partsof the
world growswiththishugedivisonintermsof entrepreneuria activity. Itisnot possibleto underestimatethe
immenseimportanceof physca and technological infrastructureto the devel opment of entrepreneurid activity.

TheWorld Atlasof Artificial Night-Sky Brightness

Sour ce: Light Pollution Scienceand Technology Indtitute, Italy
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Entrepreneurship Education and Training

Astheglobal population explodes, the need for self-employment becomesaredlity in countriesaround the
world. The West hasbeen quick to capitalize on theideaof entrepreneurship education, and hasrealized the
importance of educating peoplefrom an early ageonin the principlesand methods of entrepreneurship. This
iIsanecessity today for the developing world aswell; it isno longer aluxury that can beinculcated inthe
curriculum slowly over aperiod of time. Thetimeto act with respect to entrepreneurship education and
trainingisnow.

Entrepreneurship education isan absol ute necessity in countrieswherethe private sector isarelatively new
entrant. Therearemany countriesaround theglobe, including the newly independent republicsthat wereonce
part of the USSR, that are now in dire need of entrepreneuria training and businessknow-how. Oneexample
isof thelnternational Labor Organization’s(ILO) ‘ Know about Business(KAB)' program that istargeting
youth entrepreneursand small businessenterprises. They have devel oped an entrepreneuria training curriculum
that has been trand ated into numerouslanguages and implemented in countriesaround theworld. 1n 2000,
KAB wasintroduced in Kazakhstan through a L uxembourg-funded project. The KAB training packagewas
trandatedinto Russan, after atraining of teachersand ingtructors, it was pil ot-tested in five vocationd training
schools. InMay 2003, the curriculum devel opment ingtitution of Kazakhstan validated the KAB materias. A
decree was subsequently issued introducing entrepreneurship education based on KAB in Technical and
Vocationa Educationand Training (TVET) ingtitutionsin the country (1LO, 2006, Youth entrepreneurship).

Effective entrepreneurship programswould focus on severa areas: introducing entrepreneursto-beto the
fundamental sof setting up abusiness, improving hands-on skills, teaching them theimportance of broader
public policy and how these affect them as business owners (CIPE, 1998). Indeed, if thereisone areaof
education that needsto betaught in all countries, irrespective of years of formal schooling, incomeleve,
gender or social status, it istheareaof entrepreneurship education.

Children can beintroduced to the concept of entrepreneurship in school. The United Statesisat theforefront
of thismovement. Intheir publication, Learning by Doing: Entrepreneur ship Education (2004), published
by theAppa achian Regional Commission with support from the Ewing Marion Kauffman Foundation, the
authorspoint out,

“Entrepreneurship programsare among thefew academic activitiesthat engage studentsin teamwork
and alow studentsto clearly understand that successrequiresafocuson outcomes, not on puttingin
classtime. Timeand again, teachersof these coursescomment that al kindsof students, chroniclow
achieversaswaell asstrong students, excel inthese programs. Thekey seemsto be peer pressureto
meet or exceed what are seen asrealistic standards, just aswith afootbal | or basketball team.
Entrepreneurship education courseswin praisefrom teachersand school administratorsfor helping
studentsexcel at academic subjectslike English and mathematics. Studies have shown significant
improvement on standardized testsamong studentsinvol ved in entrepreneurship programs.

Thereport detailssix successful youth entrepreneurship programsand providesinformation about resources
for educational institutionsand young entrepreneurs. Each of these programsislocated in different states
across the country, and each one examines how the concept of entrepreneurship can comeinto play in
responseto very different circumstances.

e West Virginiavocational program teachesstudentsto recognize opportunitiesaround them, even
inaneconomically distressed county;
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e South Caroalinahigh school program inwhich each new classbeginswith improvisationsand ends
with students keeping ashare of afood service sprofits,

e Faith-based effort in Nashville, Tennessee, where children asyoung as second-graderscultivate
character, initiativeand socid skills(whilealso making impressiveamountsof money);

e High-tech serviceproject in anorthern Mississippi middleschool that stresses dependability
and astrong customer orientation;

e Kentucky high school program in an economically distressed rural county that has grown by
stimulating demand for its products acrossthe community; and

e High school in alow-incomear ea of Chicago that isusing entrepreneurship acrossitscurriculum
aspart of astrategy to transform urban education

All six programs had some aspectsin common, other than their target popul ation of school-going children.

e They provided opportunitiesfor youth to start and operate appropriate enterprises.

e They reinforced the concept that successful entrepreneurstake cal cul ated risksbased on sound research
andrelevantinformation.

e They required youth to develop aplan for abusinessthat addressesitsfinancial, marketing and
operational aspects.

e They portrayed therelationship between risk and reward, and gave opportunitiesto young peopleto
understand basi c economic concepts such as savings, interest, supply and demand, etc.

e They generated an understanding of avariety of industries.

Thispush towards entrepreneurship education hasled to agrowth in educational institutionsthat produce
suitable curriculaand train teachersto teach entrepreneurship in schools. Inthe USitself, there are many
organizationsfurthering the cause of entrepreneurship education for children and youth. The Appalachian
Regiona Commission, the Consortium for Entrepreneurship Education, Studentsin Free Enterpriseand the
Nationa Foundation for Teaching Entrepreneurship arejust some of theonesthat are better known. A smilar
trend isto be seen in European nationswhere country governmentsare taking an activeinterest in promoting
entrepreneurship in educational institutions. In the Netherlands, for example, aSpecial Commission on
Entrepreneurship and Education has been working with the support of the Ministry of EconomicAffairsin
order to devel op teaching materials, to organize seminars, to providetraining for teachersetc. Thestrategy for
2004-2007 focuses on the organi zation of regional road shows, to present different good practi cesto school
management, teachers and students. In 2005 a special day had been organized where 250 entrepreneurs
gave classes at severa schools throughout the country (EUROPA, 13 February 2006, Promoting
entrepreneurial mindsets — Examples of good practice in Europe).

Inthe devel oping world, entrepreneurship among school-aged children takesavery different form. Unlikethe
West, where school-going children have the opportunity to learn about thisasalife-skill in safeand well-
directed environments, in most parts of theworld children areforced to become wage-earners, either as
entrepreneursor aslaborersfor others, in order to feed themsalvesand their families. Most working children
areemployed aschild laborers, working for othersunder conditionsthat may or may not befavorabletotheir
well-being and devel opment. A smaller number actually set up their own business, whichmay beassmpleas
doing boot-polish on the street, to bigger ventures|like opening atea-stall or asmall shop sellingwomen’s
bangles, clothesetc. the concept of children asentrepreneurs has not been researched at any length thusfar,
but would open an interesting arena of possibilitiesto researchers and thereafter, to policy-makersand
devel opment professionals. It bringsup thelarger question of whether or not these child entrepreneurs should
be supported intheir businessventuresby externa agencies, or whether they should beforcibly shut down,
sincesomeconsider al formsof childlabor asharmful tothewelfareof children.
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Atthecollegelevel, entrepreneurship educationisfast reaching beyond itstraditional domain in schoolsof
management. Onefar-reaching exampleisof the Ewing Marion Kauffman Foundation which hasbeenfunding
entrepreneurship education in campuses acrossthe United Statesfor the past few years. In June of thisyear,
it announced its second Kauffman Campuses I nitiative with a$35 million commitment to collegesand
universities. The Kauffman Campuses| nitiative was|aunched in 2003, when eight schoolswereawarded a
total of $25 million to transform the campus culture by providing entrepreneurship coursesand programs
withinlibera arts, engineering and other disciplinesoutside of thebus nessschool (Ewing Marion Kauffman
Foundation, 27 June 2006, Entrepreneur ship unleashed in universitiesacrossthe country).

Itisabundantly clear that the potential of thisnew and growing field of education has been understood by
educationd ingtitutionsin the West. These entrepreneurship education organi zations are taking thisideol ogy
and its practice beyond their bordersto other parts of the world. One such exampleis Studentsin Free
Enterprise (SIFE) —Africa, which has 130+ participating universities, 1500+ participating students, 100+
African business corporationsand executives, 450+ projectsimplemented annually, and 11 countriesinits
network. InAfrica, SIFE programsareactivein Botswana, Egypt, Ghana, Kenya, Lesotho, Morocco, Nigeria,
Senegal, South Africa, Swaziland, and Zimbabwe, with plansfor expans on to other countrieswel | underway.
Inkeeping with SIFE’ sguideinestheuniversity SIFE * management teams spend theacademicyear developing
andimplementing micro-business, or education and training projectsthat promote and/or teach (1) freemarket
economics(2) entrepreneurship (3) businessethicsand (4) persona and financia successskills. Theseguiddines
provide sample project themesto ensure that priority issues are addressed. One such project isthe Etsa
PhapangAgricultura Project, which means‘ making adifference.”’ The SIFE Team fromthe University of Free
Sate (UFS), Bloemfontein, South Africa, partnered with Technikon Free State, the Department of Agriculture,
Mangaung Municipality, MUCPPand various private companiesto start thiscommunity-based program
wherevegetablesare grownin hydroponicstunnelsand broiler chickensand eggsare produced. SIFE UFS
conducted two workshopsfor the 16 beneficiaries of the project on conflict management and marketing
techniques. SIFE UFStrained the attendees on how to secure contractswith produce marketsin order to
increase profitability (SIFE-Africa n.d.).

Governmentsin the devel oping world ared so becoming awareof theneed for and potential of entrepreneurship
education. The Entrepreneur ship in Asia Workshop organized in 2002 brought together expertsfromnine
countriesto assesseconomic grownintheregion, aswell asto proposenew strategiesfor promoting economic
growth. One of theissuesbrought to theforewas of lack of entrepreneurial training. The Asian economies
represented at the Entrepreneurship Workshop can capitalize on some of the world's best science and
engineering talent and training capabilities, but technica trainingisnot enough; entrepreneurid trainingisaso
needed. In aninterview, Singapore’ s Deputy Prime Minister Lee Hsien Loong, described the need for a
“changein mindset” among Singaporeans. He proposed changesin the educational system so that students
“becomefamiliar withideasof entrepreneurship.” Singaporeisnot alonein thiseffort; many of themajor
governmentsin theregion are seeking to expand youth entrepreneurshi p education and to better link business
traininginto existing scienceand technical training programs (National Commission on Entrepreneurship, 2
July 2002, Fromindustrial policy to entrepreneurship policy: Asia’s governments embrace start-ups).
InMadaysa, for ingtance, universitieshave started to offer entrepreneurship education aspart of their curriculum.
Onesuchuniversity, Kolg Universiti Kguruteraan UtaraMaaysia, or KUKUM, requiresthat in addition to
the mastery of engineering skills, KUKUM graduates should also master two very important skills—
entrepreneuria and communication skills. The Centrefor Communication Skillsand Entrepreneurshipisgiven
thetask of implementing and monitoring good entrepreneuria educationintheUniversity. KUKUM graduates
are expected to have higher inclination to be entrepreneurs compared to their counterpartsin conventional
universitiesinthiscountry (KUKUM, n.d., Entrepreneurship education in KUKUM).
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Itisevident that entrepreneurship education isbecoming morecommonin schoolsand universties. Itisalso
being targeted at budding entrepreneurs, of all income and education levels. In the devel oping world,
entrepreneurship isoften the only option open to the poor. Bhartiya Yuva Shakti Trust (BYST) isone such
non-profit venture, launched in April 1992, that is attempting to nurture the entrepreneurial dreamsof the
underprivileged youth of India. It amsto fight thetwo mgjor problemsthat plague Indian society: poverty and
unemployment. BY ST providesfinancia assistanceto disadvantaged youth, to start anew businessor expand
an existing one. Theloans are given without collateral. Mentoring support is provided through volunteer
businesspeople and professionals. BY ST also providesother support servicesto itsentrepreneursintheform
of regular training programs, workshops get-togethersand opportunitiesto display their productsand services
at national and international tradefairsand exhibitions. Up until 2003 BY ST has supported nearly 900
entrepreneurs, of whom 137 arewomen. The businesses range from handicraftsto high-tech electronics.
Most of the participantsarefairly successful businesspeopletoday (Haftendorn & Salzano, 2003).

Entrepreneurship education can beapowerful tool for empowerment and with thisrealizationin mind, NGOs,
government and the private sector have begun to collaborateto tacklethe multiple problemsof unemployment,
of at-risk youth, of youthin post-crisissituations, of traditionally marginalized sectionsof society likewomen,
lower castesand minorities. Thisisamovement that must grow in strength asits benefitscometolightin
communitiesand countriesaround theworld.
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Social and Cultural Factors

Having considered ahost of other factorsthat influence entrepreneuria innovationsin asociety, wenow come
to onewhich cannot be underrated, thoughit isdifficult to measurein quantifiableterms: theinfluenceof a
socid and cultural environment that val ues achievement and wealth creation. Indeed, what drivesone person
towards entrepreneurship may deter another, given the same set of circumstances. Why isthat? To some
extent, itistheindividual’sown personality that dictates her willingnessor lack of it to participateinan
entrepreneuria venture. Andto avery large extent our persondity isshaped by the valuesand expectations of
the culturethat surroundsus. In societieswhere entrepreneurshipisnot looked upon as arespected means of
livelihood-generation, and thefinancia gain that accompaniesit arelooked upon asillegitimateor ill-begotten,
thedisincentiveto engagein entrepreneurship isindeed very strong. On the other hand, in societieswhere
ambition and adriveto succeed are considered val uable quaitiesand entrepreneursare highly regarded there
aremoreindividualswho follow the entrepreneurial creed. Thisisnot acoincidence; itisanatural human
responseto aset of societa conditionsand expectations. Studieshavefound that in several European countries
thereislittleregard or understanding for personal characteristicsthat definethe entrepreneurial mindset,
including self confidence, self-reliance, personal drive, and astrong internal locusof control (Autioet al.,
2002, Cullum, Padmore and Purdy, 2002). Another related issueisthethreat of societa stigmaattachedtoa
potentially risky businessventurethat may end in failure. Risk-taking and uncertainty are not welcomedin
most societies, and often, peoplefindit easier tofollow the norm, than to step out and try something new or
different.

A related aspect that determines entrepreneurial inventivenessisthe presence or absence of positiverole-
models. Thisbecomesmoreof anissuewhen thetarget population of potentia entrepreneursiscomposed of
women or ethnic/caste minorities. Whilethe more entrepreneurially active countriesarelooking for waysto
encourage women and minoritiesto bemore entrepreneuria, expertsinlessentrepreneurialy active countries
oftenwork to actively discourage and hamper effortsby women and minoritiesto engagein entrepreneurial
ventures. | ndependence and pro-active action to better their own ot isnot an accepted part of the culture;
traditiona submissivenessfrom these sections of society ismorethe norm. Theeffort thenisto maintainthe
statusquo, and independent decision-making, crestiveand critical thinking, strong action areto be suppressed
among thewoul d-be entrepreneursif they arewomen or minorities. Thisisan active deterrent towardsthe
growth of entrepreneuria venturesfrom these sections of society, and onethat needsto beaddressedina
targeted fashion (Autioet a., 2002).

If we consider the exampl e of the United States, wefind that both individualism and entrepreneurship are
well-gppreciated qualitiesthat go hand-in-hand. Thecapitalist economic model isfertileground sncerewards
are high and penatiesare minimized by agovernment safety-net for start-upsand entrepreneurs. They are
|ooked upon ascrestive, daring agentsof change, who can bresthe new lifeinto stagnating industriesand also
be the source of new employment opportunitiesfor others. Thisisundoubtedly asupportive environment for
budding entrepreneurs.

In comparison, inthe East, businessis often afamily matter, passed down from one generation to the next.
Many of Aga scorporate colossusestoday started asfamily firms. Family-owned businesses have dominated
the economic landscape of different Asian countriesfor decades. For morethan 30 years, thendonesian
archipelago wasrun by amom-and-pop operation called Suharto Inc. South Korea seconomic miraclewas
engineered by some 30 ambitious conglomerates (chaebols), dmost al family controlled. Today, the mgjority
of Asa spublicly owned companiesaretill family controlled. These huge corporationsstifled theimportance
of SMEsasacore component of each economic base. The collapse of many of theselarger ingtitutionsinthe
1990s, duetotheAsian Financial Crisis, served toincreaseinterest in entrepreneurship and to open up new
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economic opportunities, which arenow being capitalized by budding entrepreneurs (Faustino, 2005). Though
the concept of individual entrepreneurswho do not comefrom businessfamiliesisardatively new phenomenon
inAsian countries, itisatrend that iscatching-on fast. With guided entrepreneurship education, thereisevery
reason to believethat entrepreneurship will becomeaviableand well-respected career optionfor youthinthe
developingworld, irrespectiveof their traditional familial employment patterns.

In his article on The Impact of National Culture on the Emergence of Entrepreneurship (1997), Dr.
Russell presentsuswith Hofstede’ sval ue-oriented dimensions of cultureto explain aspects of behavior and
then linksit to entrepreneurial tendenciesin individuals and communities. Thefirst of theseis*power
distance’ which isunderstood asagenera measure of the degree of interpersonal influencethat thosewho
hold power in asocial structure can exert over those who lack power. In high power distance societies,
inequality between socia groupsisexpected aspart of a“ natural” order; consequently, theretendsto belarge
social and economic gaps between those who have power and those who do not. In contrast, low power
distance soci eties attempt to minimizeinequality between classes, emphasizing theideal of equd rightsfor all
membersof the society evenif itisnot perfectly achieved. Social mobility isrelatively easy inlow power
distance societiesand alargemiddleclassisusually present to bridgethe gap between moreand lessprivileged
groups. Intermsof entrepreneurid activity, thisimpliesthat countrieswith high power distancedo not encourage
or provide opportunitiesfor mobility between classes/castes. These opportunities could be educational
monetary, and/or entrepreneuria in nature. In contrast, inlow power distance societies, social mobility is
encouraged and budding entrepreneurs have accessto resources and opportunitiesto attempt new beginnings.

Thenext characteristicisof ‘ uncertainty avoidance.” Thisisexplained asameasurethat indicatesagroup’s
level of anxiety regarding futureevents. It eval uatesthe degree of tolerancewithin aculturefor theambiguity
that isinherent in acontinuoudy unfolding future. Individual ssociaized in high uncertainty avoidance cultures
will tendto haveardatively low tolerancefor ambiguity and an aversionto risk-taking. Such individua swill
belesslikely to seek out innovative venturesascommercia opportunities, moreover, even opportunitiesthat
do not involveinnovation may beshunned sinceall formsof entrepreneurship involve some e ementsof risk.

Thethird aspect examined by Russdll is‘ individualism.” Thisisameasurethat indicatesthe degreetowhich
individual identity and self-concept arelinked to collective groupswithin society. Inindividualistic societies,
persona valuesand goa sarethe prime determinant of behavior and self-identity. Conversaly, incollectivist
societiesgroup values and goal s predominate and individual desires are considered to be subservient to or
derived from group values. Thisplaysout very clearly inthe West whereindividud initiativeand venturesare
looked upon as brave and creative endeavors, whereasin collectivist societiesthe very sameactionsmay be
considered way out of linewith respect to established systemsof authority and collective behavior.

Thefourthandlagt traitisof * masculinity’ whichreferstolearned stylesof behavior thet have been stereotypicaly
appliedto maesand femaes. The masculinity measure evaluatesthe genera tendency to act either assertively
(masculine) or in anurturing manner (feminine). In high masculinity societies, individualstend to set high
performance standards and act forceful ly to achieve these standards. Achievement motivationishighwithin
these societiesand markersof achievement such asearnings, forma recognition and advancement arerelatively
moreimportant thanwork climateand relationshipissues. In societieswith alow masculinity index, nurturance
issuesaremore prominent. A desirablework environmentisdefinedintermsof high quaity socid relationships,
friendly organizational climates and employment security. Achievement motivationisrelatively weak and
organizationd effectivenessisdefinedintermsof socid climateand thequality of human contact. Inmasculine
societies, themateria successachieved through successful entrepreneuria venturesisval ued and entrepreneurs
who attain such success arerecognized and esteemed. Conversdly, inrel atively feminine cultures, achievement
motivation, at leastinthematerial sense, isrelatively weak and successisdefined intermsof pleasant human
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relationships. Itisimportant to point out though that thisisfast-changing asmanageria and leadership styles
tend moreand moretowardsthefeminine, and thereisagreater appreciation for adecision-sharing, nurturing
climatein offices. Also, thisdoesnot in any way detract from achievement motivation; on the contrary grester
sati sfactionwith thework environment leadsdirectly to greater achievement.

Dr. RussdlI’swork alowsusto understand how cultural factorsshapeentrepreneuria traitsinindividuas. Itis
important to have an in-depth understanding of why individual s behavetheway they do, if indeed weare
going to attempt to changetheir behavior in any substantial manner. If we going to work towardsbuilding
moreentrepreneurial soci eties, we must begin with the men and women who constitute these societies, and
understand what motivates them, and what deters them from participating more whole-heartedly in
entrepreneuria ventures. Cultural rolesand expectationsplay acrucial rolein dictating the nature of the
livelihood generation activitiesthat are respected and sought after in societies. Contrary to popular belief, the
profit motiveisnot the only motivethat drivesanindividual’s career choices; often people choosealine of
work that offersgreater security, lessinvestment of salf, timeand money, and abetter statusin society, even
if it doesnot giveexcelent financia returns. Armed with thisknowledge, policy makerscantry to understand
the cultural patternsintheir part of theworld, and adopt policiesthat makefor greater acceptance of an
entrepreneurial mindset and lifestyle,
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Recommendations For Growing an Entrepreneurial Culture

Now that we have examined the different building blocksthat go into making an entrepreneuria culture, we
areinapostiontogppreciatethat providing an environment for entrepreneurshipisachalenging and complicated
proposition. However, thereis much that can be done by governments, working in conjunction with the
private and non-profit sector, to encourage entrepreneurs and facilitate the growth of new enterprisesina
policy environment that mitigatestherisksinvolved in start-up ventures. What followsisalist of generic
recommendationsfor growing an entrepreneurial culture, though itisimportant to keep in mind that these
would need to be adapted to local circumstancesand requirements. A newly independent republic or anation
that isfighting acivil war will not be at the same stage of devel opment, asanation with along history of peace
and progress. Since countriesaround theworld areat different stages of devel opment and havevaried political
systems, itisimportant to understand that these recommendationsarebut broad guidelinesopentointerpretation
inkeeping withloca conditions.

Funding isposs bly the singlemost important input for any entrepreneuria activity tobepossible. Itis
a so onewhich governments can actively support through E-policiesthat provideloansfor start-ups
inurban and rural areas. Private venture capitalists can similarly beavital sourcefor funding of
entrepreneurial activity, though therange and scope of their interests may bemore narrowly focused
on high-stakesventuresthat a so hold potentia for bigger returns. Thisiswherethethird sector, dong
with governments can step in and provide capital for social entrepreneurship and microfinancefor
small-scaeventures, that canindeed fulfill multiplefunctions of encouraging entrepreneurship, poverty
adleviation and human resource devel opment.

Furthermore, it isimportant that governments provide an economic environment that doesnot restrict
competition among industries. Trade barriers need to belowered, and where possible, removed
entirely. Foreign, national and local competition can then be harnessed asaforcefor cresting better
productsand healthier, stronger compani esthat meet the demands of the market. Wherever possible,
governments can promote competition for provision of public servicesaswell, thoughitisimportant
that thisbe donein an honest and transparent fashion.

Governments and the private sector need to allow flexible employment arrangements such that
dynamically growing companies can usetheir |abor forcein the most optimum manner possible.
Employment protection needsto be bal anced by adia ogue between employers, employeesand the
government so that labor arrangements meet the needs of all three partiesto the maximum extent
possible.

Governments must examine and reduce the costsin termsof time, money and effort that are expected
of entrepreneursfor applying for and starting anew business, or expanding an existing one. The
adminigtrative burden involved must be cut toaminimal, and wherever possiblegovernment officials
need to betrained to train budding entrepreneursin the process of navigating their way through
government rulesand regulations.

Intellectual Property Rights must be protected, if entrepreneursareto feel secure about possessing
legitimateownership over their inventions/ideas. Thisisal so necessary for etracting foreigninvestment
intothecountry.

Both thetax system and thefinancial markets must be structured such that businessesarerewarded
and encouraged to generate weal th and create empl oyment. Taxes must not come acrossasapunitive
agent for successful entrepreneurs.
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Similarly, bankruptcy legidation needsto be such that it strikesabalance between providing asafety-
net for entrepreneurs, while at the sametime acting asadeterrent to possibly corrupt businesspeople.

All three sectorscan work in conjunction aswell asseparately to provide entrepreneurship education
and training to ambitiousand/or needy individual swho arelooking to makeaforay into theworld of
business. Indeed, there must a so be programsthat are targeted specifically towardsthetraditionally
mearginalized sectionsof society, likewomen and ethnic minorities. Entrepreneurship education can be
made apart of the curriculum at the school and university level, and indeed thiswould lay asolid
foundation for the next generation to build upon as potential entrepreneursand inventors.

Governmentsmust providebasic services, aswell asasolid physica infrastructureso asto minimize
thenumber of possible hindering factorsfor new start-ups.

Governments can look into the possibility of creating acomprehensive E-policy, and ensurethat it
allows for interaction among different ministries and agencies within the government, so that
entrepreneurship can be promoted asawhol e by the Ministries of Labor, Youth, Human Resource
Development, Finance, Tradeetc. Thiswoul d need extensive cooperation between different arms of
thegovernment, but it can makefor avery positive entrepreneuria climatein the country.

Inorder to shapethecultural expectationsof asoci ety with respect to entrepreneurship, governments
can usethe mediato advertise and promote the virtues of self-employment, whilealso providing
peoplewith themeanstotry it for themselves. Radio, TV and the Internet can be used to spread the
message of entrepreneurid innovationsin different fieldsaround the country. Findly, agenciesfromal
three sectorscan organizeworkshops, awarenesscampaigns, reward ceremoniesand training sessons
that enlighten people about the process and advantages of self-employment.

Thesearesimply afew broad recommendationsthat can be used by implementing agenciesto promotea
cultureof entrepreneuria growth; they can act asacatalyst but would need constant monitoring and evaluation
inorder to ensurethat they arebeingimplemented in asuitably productive fashion. One such Campaign that
IS promoting entrepreneurship isthe Youth Employment Summit (Y ES), whichisbased at the Education
Development Center, Inc. (EDC) in Massachusetts, United Statesof America. TheY ES Campaignisdriven
by threemain objectives:

1. Provideknowledge and skill-based capacity-building facilitiesto the youth so that they can both
obtain aswell asgenerate employment for themselvesand others.

2. Promotein-country youth employment that islinked to the devel opment challengesmost crucid tothe
region.

3. Buildin-country coalitionsamong the public, private and third sectorsin order to devel op national
strategiesthat will promote policiesand projectsfor widespread youth employment.

Inkeepingwiththisagenda, Y ES hasbeen involved in promoting entrepreneuria venturesin many of the 70
plus countriesthat are part of its network. Asasnapshot, | would like to present three of the many self-
employment venturesthat have beeninitiated by the'Y ES Campaign.

1. YESAcademy: AndhraPradesh, India

TheY ESAcademy wasset up at theM. ChennaReddy Human Resource Devel opment Campusin Hyderabad
in 2006. It devel oped out of apartnership between Y ESHQ, and the government of Andhra Pradesh. The
Academy hasbeen set upwith aninitia seed grant of approximately US$2.5 million spread over afive-year
period, provided by the Government of Andhra Pradesh.
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TheY ESA cademy isfocusing on youth leadership and entrepreneurship devel opment by nurturing youth-led
micro-enterprisesin new and emerging sectors. Itisa soinvolved in conducting research and training with
regard to youth employment.

Of themany projectsunder itsaegis, UNDPhas partnered with the Academy to launch alivelihoods-based
prevention strategy to combat HIV/AIDS. A grant of US$50,000 has been givento the Academy for the
purpose. Theprojectsbeing implemented or piloted at theAcademy serveasmodel sthat can then bereplicated
inother partsof theworld with suitablea terations madeto account for local variationsof cultureand society.
Theother projectsat the Academy include:

CMEY Micro enterprise; Preparing young leaders of Andhra Pradesh to promote healthy business,
workers, and communitiesby tackling HIV/AIDS.
Sponsor: Health and Human Devel opment, Education Devel opment Center, Inc.

Lifelonglearning and skillsdevel opment for sustainablelivelihoodsand environments
Sponsor: UNESCO-UNEVOC

ServiceL earning: Promoting employability and socia entrepreneurship among rura youth.
Sponsor: Center for Family, School and Communities, EDC Inc.

Building an Entrepreneuria Culture: A Curriculum for Secondary Schools
Sponsor: UNIDO

Enhancing Employment Opportunitiesfor Rura Youth based on Renewable Energy Technologies.
Sponsor: UNIDO

Leadership and Employability Skillsfor Youthin Urban Sumsin Hyderabad
Sponsor: UN HABITAT

Internship Programs
Sponsor: Common Weslth of Secretariat Youth Program
Eco- Entrepreneurship SkillsTraining Programs
Sponsor: Common Weslth of Secretariat Youth Program

Partnershipin mentoring Young Entrepreneurs
Sponsor: Common Weslth of Secretariat Youth Program

HIV/AIDSandYouth Employment (Regiona Program)
Sponsor: UNDP

2. Youth Employment Center, Azerbaijan

IN2004, Y ESAzerbaijan launched a* Youth Employment Centre’ with the support of the Youth Minister and
theloca government. The centre providestraining insmall businessskillsto young adults. Y ESAzerbaijan
provided technical ass stance on business plan management, design, fundraising, financial management and
organizational management to the Youth Employment Centre. 300 youth benefited directly from thisproject.
Most of them obtained small loang/creditsfor their businesses. To take oneof many examples, abeneficiary
of the centre hasnow successfully increased hissale on biohomus (natural fertilizer) and hismonthly income
has gone up to US$25,000. Herecelved asmall |oan to expand hisbusiness and assistance on how to utilize
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it over aperiod of time. Theexpected salesfor hisbusinessfor thenext two yearsare cal culated at gpproximately
US$100,000 and creation of 10 new jobsisalso anticipated. Y ESAzerbaijan isplanning to expand this
Initiativeto other regionsof the country in 2006-2007. Currently, Y ESAzerbaijanisworking with different
donorsandinternational financid institutionsto attract morefunding for expans on of the Youth Employment
Centre.

3. Mentorship Project: Regiona Support Planfor Southern Africa

TheYouth Development Network (Y DN), aNGO operating in countriesin the South African Region, partnered
with Y ESHQtoraise Eurosl.2 millionfromtheRoya NetherlandsMinistry of ForeignAffairsfor theRegiond
Support Planfor the South African region. Of the seven different components of this Plan, the Mentorship
Project wasinitiated and implemented during theyear 2004-2005, infour countries, The Democratic Republic
of Congo, Zambia, Mauritiusand South Africa. Tanzaniawasincluded in 2005, whileAngolaand Mozambique
joinedin 2006.

Inessence, the Mentorship Project amsto enhanceyouth bus nessesthrough mentoring rel ati onships between
private sector staff and young entrepreneurs. The project has many components: identifying youth businesses
and mentors, contracting local co-coordinating organi zations, devel oping thementorship manua and conducting
training. Thisgivessix monthsfor the actual mentorship relationship to be established. Short-termtangible
results haveto be demonstrated during thislimited time period. However, the programsand modelsvisited
during theresearch phaseindicatethe need for at least two years of solid relationship between mentorsand
youth to demonstrate tangibleresults. Therefore, Y DN and Y ES are monitoring the existing pilotsclosdly,
withintheexisting timeframe, and are gathering rel evant information to push for alonger-term program.
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Conclusion

Aswewalk into thisnew millennium, the world facesenormous problems, not theleast of which are poverty
and unemployment. Indeed, governmentsaround theworld arefaced with thechalengeof providing employment
for their populations. Thisisanimperativeissue and not onethat can beignored or postponed. One sol ution
to thisgrowing demand isto teach peopl e to generate employment for themsel ves and others, by using
exigting resources. Meanwhile, theresponsibility of providing an entrepreneurialy-friendly environment rests
with the government, the private sector, and the non-profit world. Thispaper hastried to examinethedifferent
elementsthat gointo the building of an entrepreneuria culture and the waysin which these can be brought
together by implementing agenciesto support the needs of budding entrepreneurs. One can conclude that
successful entrepreneurship needsthe collusion of many separate actorsworking together towardsthe common
goal of ensuring that new start-ups survive, expand and become sources of employment for othersintheir
turn.
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