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20 OBJECTIVES

After readingthisUnit you will beableto:

understand the concept of entrepreneurship,

know about the qualitiesdf an entrepreneur,

familiarise yoursdf with the processdf establishing an enterprise,

learn about thefactorsthat contributetowardsa successful enterprise, and

know theimportance o entrepreneurshipin tourism.

21 INTRODUCTION

Small and Medium Enterprises (SME) play a crucia role in economic growth and
development. Thisisbecause:

e most d the new job opportunitiesare corning through SME - particularlyin the service
sector,

e thereisagrowing recognition of their contribution in raising productivity, and

e theentrepreneursare contributingin the promotion of innovativeservices, productsor
technologies.

Theroledf SME’s becomesmoresignificant in the case of tourism industry, because of its
very natureti.e. being aserviceindustry. For example, leavingasi deafew big companiesmost
d thetour operatorsor travel agenciescome under the category of SME. Thesameistrue
o the accommodation sector in India and so on. At most of the destinations (already
developedor invariousstagesd devel opment), membersaf theloca populationstriveto set
up their own small businessor enterprisefor providingservicesto thetourists. In such cases
the capital investments are low and infrastructural requirements are less. Yet, the
entrepreneurial spiritisquitehighand direct linkagesar eestabli shed with thel ocal economy.
However, the success, growth and sustenanceof the enterprisewill depend on the:

e manageria qualities,
e applicationd management skills, and
e sarviceorientation

Y ou must remember that in your own enterprisethefunctionsof an owner aswell asthat of
amanage areperformed by you only, Thereishardly any gap betweendecision making and




action. How competently youintegrateand exercisethesedual funétions determines the pace
d your successor failure.

In thisUnit wefamiliarise you with different aspectsaf entrepreneurship. Theseincludethe

skillsand qualitiesrequiredin an entrepreneur alongwiththe processesthat an entrepgeneur

undergoesto perform certainfunctions. These might bed helptoyou in caseyou intend to
. sat upyour own enterpriseand work for itssuccess.

22 ENTREPRENEURIAL QUALITIES

Widl, to begin with you must remember that an entrepreneur is a combination d both a
thinker and a doer. Someone who perceivesan opportunity and creates an organisation to
pursue'it i.e. one who assimilates the idea, resources and organisation for creating and
pursuinga new venture, isan entrepreneur.

The entrepreneurial process involvesall the functions, activitiesand actions linked with
perceiving an opportunity and creating an organisation to pursue them.

You must rethember that a person engaged in small business may or may not be an
entrepreneur. For asmall businessto be considered asan entrepreneuria effort it must be

characterised by
e introducingd anew product/service, Or
e there must be something different, inventive or innovative about the businessventure.

Y ou will be able to demonstrate your Entrepreneurial Spirit if you are:

e willingto take up chalenges,

a dediringto createanew venture, and

e hopingto bethe master o your own future.

But you must evaluateyour own self vis avisentrepreneurial qualities. Somed thequestions
you can ask are;

Can | sensean opportunlty’P

Dol havethe confldenceto taketherisk?

Can | taketheinitiative?

Isit possiblefor meto mobilise resources?

Dol havethecapacity to plan, erganise, implementand pursue?

e & O o o

Entrepreneuria success dependson the management d your onn saf. For thisyou require
certaintraits, qualitiesor behavioural competencieslike:

"1) Risktaking: Asanentrepreneur youwill havetotakerisks. Not dl have the capacity to

\ do this but an entrepreneur seeksit - not wildly, but in a calculatedway. In order to
develop your capacity to take risks you ought to be an optimist, hoping for success.

| Further, hurdles in theway are to be crossed, not to be afraid of. Failures should not

' unnerveyou to withdraw, they ought to be taken asfeedback to reassess and change.
Y ou ought to objectively analyse the situation and develop sdf confidence.

2) Self-starting, Creativity and Innovativeness. As an entrepreneur you start a venture
l under your ownauthority usingyour ideasand energy asjustification. The new ideasthat
you pick aretobequickly operationalised. To pick ideasyou havetobeimaginativeusing
intuition and observation. In an industry like tourism, the attractionof the product or
| sarviceistobe dwaysthere. Hence, you should dways havethe sensefor identifyinger
| improving the product or semce. For this you have to be creative and innovative.
| Besides, you might have to explorenew strategies for marketingyour product or service
' or you might have toadd newattributestothem. You have toexperimentwithnewideas
andtherewilldwaysbeacertain amount of uncertainty linkedwiththeir implementation.

Y ou should have the capacity to face thiswith readiness.
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6)

Initiativer Asan entrepreneur you don't pick ideas only to day dream about them or to
build castlesin the air. You take the initiative to operationalise them. This you do
independently without waiting for orders or instructions. You set your own goals,
directions and guidelines.

Information seeking: Asan entrepreneur you have to update your knowledge. For this
you have to seek information from a variety o sources. For example, youwould liketo
know about thefinancial institutions, their rules and interest rates etc. to decide wherc
toborrowfrom. Similarly, you must knowabout your competitorsinbusi ness, thestrength
or weaknessd their product, etc. Infact obtainingand using infermation hasa bearing
on your growth and success.

You can seek informationthrough variousmeans:

e do persona research,
e observewhat isgoingon, and
e consult expertsetc.

Problem Solving : Y ou must start with the assumption that there will be problems. At
thesametime you must havethe confidencethat you can solvethem. Thisdoesnot mean
that you solve them by yoursdlf only. Y ou can dwayslook for such resourceswhich can
help you. Accept the problemsas something normal, maintain your control and devise
strategies. Chancesare you might come up with more than one solution. Here again you
will depend on your own judgement and calibre d risk-taking regarding the decision
about which solutionto apply.

Quality assuranceand monitoring: Thesuccessd the entrepreneur will depend on the
quality o the product or service. For thisyou mug set up somestandards. To maintain
thesestandards constant monitoring is necessary.

Besidesthese, certain other entrepreneurial competenciesinclude:

e faithinsystemicplanning, and
@ having pursuanceskills and convincing/influencing abilitiesetc.

Check Your Progress - [
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2)

Whoisan entrepreneur ?

.................................................

.................................................

-------------------------------------------------
................................................




Entrepreneurship: Conceptsand

3)  How canyou demonstrateyour entrepreneurial spirit ? Functions

.................................................

4)  Discusson aseparate sheet the qualitiesrequired to be an entrepreneur.

23 ENTREPRENEURIAL PROCESS

In the entrepreneurial function both the individua as well as the environment are equally

important. For example, a person may be fully qualified, the idea excdllent and the new .
product or serviceoffered. But incasethe conditionsarewrongor the context inappropriate, e
the possibilitieswill remainlargely underdevel oped. Hence, thefour componentsunder the . ™
four C’s theory d Entrepreneurshipinclude:

Characteristicsi.e. psychologica traits #
Competenciesi.e. SKills

- Condition i.e. in family, firm or community
" Context i.e. environmental factors

It isnot just that these components be present but it istheir simultaneousinteractionaso
that needsto belooked into, to gaugethe levesof entrepreneurial activity. If the placement
of these componentsis towards the positiveside, thelevel of activity will be higher whereas
a negativeplacement would keep the level on the lower side. You must also remember here
that getting an idea for a new business is not just enough. It has to be pursued and this
pursuance, besidesthe personal attributes, dependson avariety of factorsthat canbetermed
asenvironmenta variables. These could be economic factorsor socia factorsor both.

e ' economicfactorsinclude market incentivesand sufficient stock of capital
e socid factorstakeintoaccount customs, cultural values, family environment, etc.

Besides these, the gover nment palicies, rules and regulations also have a bearing on the
environmental process.

In the subsequent Sections we discuss the relevant stages for establishing a small scale
enterprise.

24 IDENTIFYING THE OPPORTUNITY

When you wish to set up an enterprise you have to identify an opportunity. This processis
referred to as Opportunity Scanning/Sensing and identification (OSI). Every enterprise
startswhen an opportunityis

e identified,
i @ defined, and
® assessed

In other wordswe can say that after identifying the busiucss opportunity an entrepreneur -
establishesan enterpriseand then managesit for profit generation.

17
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It isnot easy to define how an entrepreneur identifiesan opportunity. The National Council
of Applied Economic Research (NCAER) conducted a survey on the Structure and
Promotion of Small Scale Industriesin India with aview o drawing lessons for future
development. The survey probed the existing entrepreneurs as to wha motivated them for
establishingtheir enterprise. The answerswere:

34.5%because d their previousexperience and inter est in theindustry,
22.5% because o the desire to be self-employed,
12.3% becausethe familywas in the samebusiness,

11.7% because they wanted to makea livelihood from an industrial enterprise, and
105% becausethey saw the growth potential in theindustry.

WEél, besidesthe findingsd this survey, entrepreneurs have selected productsor services
which:

e haveagood demand in the market,

e show highprofitability,

e providemissinglinksinthe businesschain,

e havespecificadvantagesavailableto them i.e. incentives, reservations, etc.

In a developing industry like tourism there is no dearth of entrepreneurial opportunities.
However, one hasto be a keen observer o the customer's tastes, needs and choicesi.e. full
profiling o thetouristsand theintermediary agencieshasto be undertaken (see Unitsland
2d TS2). However, you should remember here that instead of kegpingshort term profitsin
mind you should contribute towards the growth o responsible tourism and.eco- friendly
tourism. And thisareaitsdf today provides many opportunities. See the following examples.

1) J.D. realised that a number o visitorsto awild life sanctuary might not be attracted to
only looking at atribal village but might like to share the experiencesd tribal life. He
mobilised resourcesto construct atribal village called the Spicevillage, employedloca
tribals and offered accommodation and local cuisine. The complex is a prime tourist
attraction.

2) Looking at the successd Heritage hotels many owners o smal havelies in Rajasthan
started equipping them for the tourists and are doing good business today. Peoplein
other stateshavefollowed suit.

3) Entertainmentin theeveningsissomething laéking for thetourists.Mrs. K. rented afarm
house. She started a kitchenand a so arranged folk dancesand musicin the nights. She

established links with some tour operators who put a night at the farm house in the
package they sold to tourists. Her business has picked up.

4) KK heardat asocia gatheringthat the Department of Tourism wasdevel opingaspecia
tourism promotion plan in Japan: He picked up more informationin the travel trade
circles. He was aware that therewas at least ayear's time for the promotion campaign
totakeoff and another x monthsfor results. Hestarted |earning Japaneseas he had an
aptitudefor learning languages. Simultaneoudly, helearned the skills required to be an
escort. Today he freelancesand is the most sought after tour escort. Now he istoying
with theideadf openingan agency to provide escort servicesonly.

| neach examplethe situation was different.

’

e Inthefirst-case JD used hisown imagination
o Inthesecond casetheideawaspicked up fromatrend, ie. theHé'ritagc

e Inthethird casetheideageneratedfrom observationand experienceresultingin creating
anew attraction

e Inthefourthgase KK who waslooking for an opportunity wasalso keeping hisearsand
eyesopen. He sensed an opportunityand picked up the skills.

Yet there are situations when people are motivated through "intensive campaigns'. For
example, to meet the accommodation problem, the Department o  Tourism motivated




peopleto start paying guest accommodation and offered certain incentives. In some areas
people'weregiven training in house-keeping, they were given financial assistanceand even
congtructiondesignsinw e they wanted to add aroom.

Thisbrings in another aspect that right at the opportunityscanningstageitsaf apersonneeds
assistance, consultancy and dependable infor mation. Thisthe person requires not only for
the scanning of environment but also to assess one's own strengthsand weaknesses along
with the would be threats. In management languagethisistermed asthe SWOT andysis.

S - Strengths

W :Weaknesses
O - Opportunities
T -Threats

An entrepreneur should analyse the strengths, weaknesses, opportunitiesand threatsin the
process of converting a potential opportunity into the opportunity,,

25 ASSESSING THE MARKET

While identifying the product or service, a new entrepreneur has to look for the market
potential and growth prospects.

Entrepreneurs need adistinctivecompetencei.e. "entrepreneurial desireto begin abusiness
coupled with the ability or experienceto compete effectively*. This meansthat one should
have the market analysisand the managerial ability to outperform the competitors. In the
NCAER survey, three out d four entrepreneurs had chosen the product® as it was
,marketableand had potential demand."

t

In TS-1Block-6, we have already familiarised you with different aspectsrelated to tourism
marketing dong with the characteristicsof a tourism product. Hence, you must once again
read Units20and 21df that courseandrel atetheminthecontextd enterpreneurship.Market
assesIment exerciseis necessary to answer questionslike:

whether the product or service being offered will have asufficient demand or not
Who wouldbuy?

Why would they buy?

How many would buy?

In management jargon thisiscalled Market Demand Analysis. At thesametime, inthecase
o new or diierent tourism productsor servicesthere are waysthe possibilities of creating
a demand directly among the touristsor through the intermediaries. But again thiswill be
through adopting certain marketing techniques.

Analysing thecompetitivesituation isanother important aspect which an entrepreneur must
takeinto account right at theinitial stages.

Market Demand Analysisitsdf gives an idea about the existent competition in the market
and the market share ot each competitor. Infact acompetitivesituationanaysishelpsyouin
designing your product. For example, you want to open a restaurant. But there are already

many restaurants doing flourishing business. What do you do? Wl you may take the
following steps:

1) Find out how many restaurants are there in the vicinity where you want to start.

2) Visit them asa customer, assesstheir menu and environment, look at the service time,
taste the dishes, check the prices and any added attractionsthey have. Also observe
whether the other customershave satisfied expressionsor not, etc. Thiswill enable you
to understand the strengthsand weaknesses of the competitors.

3) Accordingly, you can decide what unique attractions/qualities you can offer in your
restaurant.

Entreprencurship: Concepts and
Functions
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Y ou must remember herethat oncea product getsgoing, many more entrepreneursenter
thefield to producethe same product. Particularlyin the case o atourism product the
small entrepreneurs compete with each other. Hence, you should aways be open to
adding more attractionsto your product.

Another necessary componentisunderstandingthe tradepr acticesand linkages There
isalongline o intermediariesin the tourismsector (see TS-1, Block-2) and one hasto
takeinto account:

discounts,

commissons,

credit terms,

legal implications,

infrastructuralfacilities, market imageand market reach of theintermediariesone
isdealingwith, etc.

Redlistic market assessments o the types mentioned above enable the entreprenetu in
establishing the new business.

Check Your Progress-2

1)  What doyou understandby OSI?

.................................................

2)  Why shouldyoudo SWOT analysis?

.................................................

3)  Why shouldan entrepreneur analysethe competitive situation®?

.................................................




26 RESOURCE MOBILISATION

An entrepreneur, besides having the idea has aso to mobilise different resources for
establishing the business. | n this Section we briefly deal with some of the essential resources
that haveto be mobilised.

1) Finance Financial inputs and planning are necessary for setting and running any
enterprise.In thisregard you need:
e initial fundsto set an enterprise
e working capital to run the enterprise

In setting up an enterprise your own funds play a mgjor role. Obtaining fundsfrom
relationsand friendsand loansfrom financial ingtitutionsare other modesaof generating
theinitia capital.Smilarly, asprofitstaketimeto come, an entrepreneur hasalsotoraise
working capital and for thisagain the modes mentioned above are relied upon.

In Block4 o this course we have dealt in detail with financial planning and the
management d finances. Sufficeit to mention the following aspects:

i)  Anentrepreneur should gofor financial for ecast whichincludesestimatesaboui:

capital requirements,

working capital requirements,

capital structure (i.e. the debt-equity ratio),
credit policy, and

contingencies.

i) Anentrepreneur should be aware of the sourcesd finance. For example,

own capital,

banks,

borrowing from friends/relatives/others,
termloansfrom financial institutions, and

personal loans on assets like National Saving Certificates/Insurance
Policy/Provident Fund, etc.

Oftenitisfoundthat an entrepreneur has been ableto rai seinitial fundsbut faces
acuteshortage of working capital. The best thing for an entrepreneur to doisto
-take theadvise of a financial consultantin this regard. However, you must take
into account the following aspectswhen you are arrangingfunds:

interest rate on borrowings,

e timerequiredin obtainingsuchfinanceas processingloan applicationstakes
time,

durationfor whichfundsare required (say sx months, ayear or more),

your repayment capacity, and
e conditionsstipul ated by lenders of funds.

As an entrepreneur you should not get disheartened if helpful attitude or a friendly

environment is missing while dealing with financial institutions. Instead of accepting defeat
you must keep pursuing and try to remember, never to put forth exaggerated claims.

2) Manpower requirements. T o conduct your businessyou need appr opriatemanpower at
theright time, in the right manner with right skills. For this, you should:

e makeaninventory d the required manpower on different levelsand for different
jobs, . . »

Entrepreneunrship: Con
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3)

decide on their qualifications and skills,

decide on the kind-of induction training you would give to those who join you,
equip yourself with the knowledge o labour lawvs and regulations,
deviserecruitment policy and wage structures, and

have afuture manpower plan, etc.

Technology: Thetype d technology to be used isagainto be decided at theinitial stage.
This has abearing on designing the product aswell as deciding on manpower planning
and finances required, etc. Would you require machines?What kind o energy would
youuse? Would theused computersbe cost effectiveANVhich computer makeand brand
tobuy?areall rlevant questionsin your decisionmaking process. Y ou must realise that
in*many segmentsd tourism like accommodation, travel agency, tour operators, etc.
technology is playinga mgjor rolein business operations.

27 OTHER CONSDERATIONS

Therearecertain other considerationswhich theentrepreneur hasto takeinto account while
making the operational plans.

1

2)

S

L ocation: An entrepreneur hasto takethecrucia decision regarding the location of the
enterprise. Some d the factorswhich influencethisdecisonare:

personal factorslikefamily conditions, individuad likesor preferences, etc.,
geographical conditions,

compsetitioninthearea,

market conditions,

availability of manpower resourc'es,and raw materials,

local laws, tax structuresand regulations,

attitude o the local community or the host population,

environmenta factors

cultura valuesand customs

political stability

peaceful atmosphere, and accessihility, etc.

Y ou have to evaluate the location keeping the above factorsin view and relating them
with your experience.

Organisational Structure: An entrepreneur has to decide on the nature and structure
d the organisation. At the ownership leve the decision would be whether to go for
sale-proprietorship or partnership, etc. (see Unit-3). Simultaneoudy, a decision
regarding the structural aspect i.e. whether it should be hierarchid or not isaso needed.

In the tourism sector an entrepreneur must also take into account his or her

responsibilitiestowar ds the destination,host population and environment. A friendly

and hedthy approach in thiswill serve the interests o both, the locals as wdl as the#
entrepreneur.

After all these considerations the entrepreneur should develop a project report or the
businessplanor get it devel oped. Thisisadescriptivedocument with operationd details,
missionstatement, cost andysisand implementationschedul g, etc. It isnot only theblue
-print I the organisational aims and activities but an essentiall document needed for
arrangingfinance, developingcost and profit estimates, resource planningand feasibility
testing.
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Check Your Progress-3 Functions

)  What kind of financial inputsdo you requirefor entrepreneurship?

.................................................
..................................................
.................................................

.................................................

2) Mentionthefactorsthat could influenceyour decisionin selecting thelocationdf your
enterprise.

..................................................
..................................................
.................................................
.................................................

3) Whydo you needabusinessplan?

..................................................
.................................................
.................................................
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..................................................

28 LET US SUMUP

In this Unit we attempted to give you an idea about the characteristicsdf an entrepreneur
and the processad entrepreneurship. There are ample opportunitiesfor those planning to
enter thetourismsector. Y ou havetheseopportunitiesright in your ownlocationif your area
is atourist destination. But to use these opportunities you ought to have entrepreneurial
qudities and must be familiar with the entrepreneurial process. It isessentid that you have
a professiond approach with an understanding of management concepts and functions.
Environmental cautiousness, respect for loca customs, involvement of loca populationand
job opportunitiesfor them will add to your success. Here you must take noted thevarious
government schemesfor moativating, financing and training entrepreneursand make use of
them.
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29 ANSWERSTO CHECK YOUR PROGRESSEXERCISES

Check Your Progress-1

1)  Check your answer on the definition givenin Sec. 2.1.
2 Managerial qualities, applicationdf management skills, service orientation,etc. .

3)  ReadSec. 22for your answer.

Check Your Progress-2

1)  Mention the Opportunity Scanning and I dentification process.

2)  Obvioudy to understand your strength and weaknesses as well as those o your
competitors. See Sec. 24.

3  ReadSec. 25.

Check Your Progress-3

1) Read point1d Sec. 26.

2)  Read point 20f Sec. 2

3)  Consultthelast parad Sec. 2.7 for your answer.






