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CAN ANYBODY BE,COME AN ENTREPRE'NE'T]R3

B U I L D I N G  A N  E N T R E P R E N E U R I A L
CU LTU RE

ln addit ion to ski l ls  development,  to be an

entrepreneur you have to have thorough and

u p d a t e d  k n o w l e d g e  o n  t h e  u n r e l i a b l e

business behavior of the partners -especially

their insolvency, the fluctuating market needs

a n d  t h e  a g g r e s s i v e  c o m p e t i t i o n  i n  t h e

international market'
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Then most importantly you have to change

your mental i t ies creat ing an entrepreneurial

i irt tut ing culture, as the act of risktaking is

an essential part of being an entrepreneur' Let

us see the characteristics of risk and how it

affects business' Knowing the ways to deal

with risk wil l  help you to reduce uncertainties

in the business, and that would speed you to

make your mind to be an entrepreneur '

WHAT IS RISK?

Risk is part of our personal and corporative

l i fe.  Types of r isks can be categorized as

p e r s o n a l  s a f e t y ,  h e a l t h ,  a c c i d e n t  a n d

employment to corporate asset depreciat ion'

product ion, inf lat ion, foreign exchange rates'

e tc .  R isk  is  an essent ia l  e lement  in  bus iness '

risks exist in each and every piece of decision

making step, e.g.  regarding an investment '

t h e  p u r c h a s e  o f  g o o d s  o r  s e r v i c e s '  a n

advertisement, a promotional program' a new

product,  or any other business decis ion'

ntrepreneurship is a dynamic process

which requires certain qual i t ies and

ski l ls,  especial ly in strategic planning'

and marketing. But these entrepreneurship

capacities are not innate qualit ies, it can be

c rea ted  by  compe tence  and  capab i l i t y

e n h a n c e m e n t  t h r o u g h  t r a i n i n g  a n d

experience.

C a p a b i l i t i e s  c a n  b e  a c q u i r e d  '  i n  a n

organizat ional  context,  through col lect ive

(telam) learning by -  doing, fa i l ing, changing'

and practicing within current constraints' This

k ind o f  exper ience-based learn ing he lps

goods producers and/or service providers

in.r"ur" their eff iciency (doing things right)

by reducing cost of rework and waste' and

by using better (alternative) inputs' Capabil i ty

is acquired through del iberate learning by

reac t i ve  and  p reven t i ve  app roaches  to

problem solving through: identifying problems;

pr ior i t iz ing problums; t reat ing problems; and

prevent ing prob lems'  On the o ther  hand '

c o m p e t e n c i e s  c a n  b e  e l e v a t e d  '  i n  a n

organ iza t iona l  context ,  th rough p lanned

in teract ion wi th  s takeholders  by  l i s ten ing,

obse rv ing ,  im i ta t i ng ,  and  emu la t i ng  bes t

pract icesLnd shi f t ing constraints.  This k ind

o f  e x p e r t i s e - b a s e d  i n t e l l i g e n c e  h e l p s

c u s t o m e r s '  o r  c l i e n t s '  v a l u e  a d d i t i o n

effect iveness (doing the r ight th ings) through:

inc reasedqua | i t yand improveda t t r i bu teso f
outputs; and by meeting special requirements'

Competency is acquired through del iberate

in te l l i gence  ga the r ing  fo r  p roac t i ve  and

prod uctive sol Jtio n-seeki ng usi ng i nformation

t e c h n o l o g y  a n d  n e t w o r k i n g  i n :  d e f i n i n g

requ i rements ,  f ind ing so lu t ions;  improv ing

so lu t ions;  and promot ing cred ib i l i ty '  (Pro f '

Nawaz M Sharif)
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Most of  the companies are used to v iew
risk as the potent ial  of  loss or fa i lure.  But why
we cannot see r isk as an opportuni ty to take
profits. What is needed is to take preventive
steps to avoid or mitigate potential losses and
we call them as pure risk or hazard risk, and
then take act ions to achieve posi t ive gains,
can be categorized as opportunity risk or
speculat ive r isk.  In addi t ion to that there can
be unknown events which l ie ahead; we cal l
them as uncertainty r isk.

Uncertainty exists when the probabi l i ty of
outcomes has to  be sub jec t ive ly  ass igned
s ince there is  no h is tor ica l  data .  Common
reasons for uncertainty are inf lat ion, changes
in technology, product iv i ty and pr ices, fa lse
est imates of  the rated capaci ty,  t ime to needs
for  the const ruc t ion and runn ing- in  per iods,
po l i t i ca l ,  soc ia l ,  and bus iness env i ronment .
Somet imes  managers  face  r i sks  w i th  no
chance of prof i t  and the best they can hope
in  these cases is  not  loss .  Th is  k ind o f  r isk  is
c a l l e d  p u r e  r i s k .  N a t u r a l  d i s a s t e r s  l i k e
earthquakes, dry seasons etc.  are considered
as pure r isks .  Other  t imes the dec is ion taken
couicl  iead to additronal  prof i ts or al ternat ively
cou iC dea i  iv i th  r ton or -c f i t  o r  losses.  Th is  k ind
rr f  r is i . . .  is  i la i icc speculat ive r isk,  when r isk
r i t ' " ,oives l i - t . ;  : l ' r ' : : ' ; : r  of nraking a prof i t  or taking
a  i o s s .  S c e c u i a l i v e  r t s k  i s  o f t e n  t a k e n  b y
Deop le  cce i ; l t i r : . r  ; , - ,  s iock  exchange  marke ts .

, . , l Q - - .1  : i i , f  J  \nr3  r  ( ieO anO manage.-1
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.  r r  i - ; i  ) reneurs proper- ly  o ia '

i r n : t  
. , ' , . "  ,  , r -  ,  i  * .  ' l o O , l  m a n a g e r S  t r ; ,  I r

l c d t -  : i ' :  : - i ' i t , - . , r ; , : t  ,  r ;  i i s l (  t h r o u g i r  c a r e i u l  S t u o , "

anC  ' a ' . ; t f - i -  r i l ,  l - ' , r l  i -  l i l l l V  Compan les  : - - r r e  h i q i ' ! ' v

l g n r , : ,  : t i  i - : i J i  w i t n  S p e C u i a t i o i - l  r l .

S r . jC i . ; i c i . , ,  . ; pu i , - , c ^ l iVC  l pe f ' a t f c ' i  b f i i l $S  i a :  i r ;

f i i i r i : l : . .  i - ' . i ' i , ^ i = , : : 1 - ;  r ' . i f iC rS  O i  Cven tS  a fe  \ ' ; i " . '

cS f i ' j . ; i i - ; L . : : .  i r ,  i i , c  cc ) rT lpa r i y  becau l s ( ;  i  r i u ;

sD€  , , r  , , t , ' c ' - ' . .  .  ' ' , , - ) ,  i r u  L l r t ng  e i t he r  h !g l ^ l  i i , r s s r : ,

wHY is R:$l{ l \ !r , l  !rdPoRTA.}.IT I\1ATI": l i .
FOR A I'I F NT:I EPNE NE[.,I FI"i'
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invo lves an awareness o f  past  events ,  a
desire to l ive in the present and take the
necessary r isks to achieve your goals in the
future. When you decide to invest a certain
technology, your decis ion is based on the
analysis of the past. However, when your new
technology wi l l  start  to operate in the future,
you wi l l  not be sure whether your customers
wi l l  maintain their  desire to buy i t  or whether
y o u r  c o m p e t i t o r s  h a v e  m a d e  a  s i m i l a r
i nves tmen t  sha r ing  the  p romis ing  marke t
poss ib i l i t ies .

R i s k  i s  a  c h a l l e n g e  a n d  n o t  a n
obstacle, taking r isks could be a good way
to  d iscover  your  own ab i l i t i es ,  you  w i l l
become be t te r  i n  con t ro l l i ng  your  own
fu tu re  and  you  w i l l  become more  se l f -
assured .  l f  you  a re  unw i l l i ng  to  take  r i sks ,
you wi l l  never  real ize r loUt-  potent ia l  for

se l f - fu l f i  l lment  and sel f - rea l i2at ion.

E n t r e p r e n e u r s h i p  a s k s  f o r  a  r i s k
tak ing  cu l tu re ,  i l  i s  essen t ia l  to  rea i i ze
your  own po ten t ia i  as  a t r  en t rep reneur .
E x p e r i e n c e s  r n  i : s K - t a k i n g  i t l  p e r s c l l a '

re la t ions  w i th  fan r i l y ,  and  f r tends  u . r i ! i  t r r i r l

you to garn expenence in  1r- i rg lnE t l re  oJ ' : , , :
i ' i sk ing  wha t  i s  necessary  l , - i i i  avc , i l  ' -
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The decision to choose a "risky" alternative
or a "conservat ive" one wi l l  depend on:

that each al ternat ive imply;  and

minimize the probabi l i ty of  fa i lure or
maximize the probabi l i ty of  success.

R i s k  t a k i n g  c u l t u r e  d o e s  n o t  m e a n  t h a t
ent repreneurs  have to  become gamblers .
There is a big difference between gamblers
and entrepreneurs.

The essential differences are:

and thoroughly assess the probabi l i ty
of  the enterpr ise's success and the
extent to which his efforts could
inf luence the outcome: and

/ an entrepreneur 's approach to r isk-
taking si tuat ions is character ized by
the wi l l ingness to accept personal
responsibi l i ty for the consequences of
the decision, regardless of whether the
consequences are favorable or
unfavorable.

Risk taking cul ture does not mean that people
related with i l legal or high speculative activit ies
are entrepreneurs,  even i f  there are high r isk
takers. Entrepreneurs collaborate with society
welfare. Ethics and honesty are two essential
c h a r a c t e r i s t i c s  o f  e n t r e p r e n e u r s ,  t h e i r
act iv i t ies involves the creat ion of  value and
benef i ts to society.  Entrepreneurship ski l ls
directed toward wi ld speculat ion discourage
wealth accumulat ion and the rais ing of  l iv ing
standards.

The r isk taking abi l i ty and character ist ics of
entrepreneurs is enhanced by:

o abi l i ty to understand their  business;
o sel f -conf idence;
o wi l l ingness to use their  capaci t ies to

the fullest extent to move to odds in
their favour:

o capacity to assess realistically the risk
si tuat ion and their  abi l i ty to al ter odds;
and

o look at  the r isk s i tuat ion in terms of
their  establ  ished goals.

WHAT KINDS OF RISK ARE
ENTREPRENEURS EXPOSED TO?

The  t rans i t i on  f rom cen t ra l l y  p lanned  to
market economy is not easy. Entrepreneurs
are exposed to many di f ferent k inds of  r isks.
The past years of isolation from internationpl
business, the lack of entrepreneurship culture,
di f f icul t  access to credi t ,  and the inhospitable
pol ic ies and bureaucrat ic regulat ions, in some
of these countr ies,  make this process even
more diff icult and risky to start up and beginner
entrepreneurs.

CREDIT RISKS

The r isk ident i f icat ion is a compl icated task,
as wel l  as a fundamental  element of  business
s u c c e s s  o r  f a i l u r e .  S o m e  o f  t h e  m o s t
i m p o r t a n t  r i s k  t h a t  b e g i n n e r s  c o u l d  b e
ident i f ied in the fol lowing categories:

OPERATIONAL RISKS

!  L a c k  o f  e n t r e p r e n e u r s h i p  s k i l l s
Problems include inadequate managerial ,
o r g a n i z a t i o n a l ,  p l a n n i n g ,  m a r k e t i n g ,
account ing,  and vocat iona l  sk i l l s .

!  P o o r  u n d e r s t a n d i n g  o f  m a r k e t
dynamics  -  Lack  o f  i n fo rma t ion  and
knowledge about business possibi l i t ies,
lack  o f  capabi l i t ies  for  ident i fy ing and
determining business opportuni t ies and
r isks .

D Poorly avai lable consultancy services
and in format ion systems -  Lack o f
business and technological infrastructure
to support entrepreneurs.

! Poor understanding of how to prepare
a bus iness p lan -  The bus iness p lan is
of fundamental importance for presenting
the enterprise and the project plan in the
best possible l ight and to i ts maximum
a d v a n t a g e .  l t  i s  e s s e n t i a l  t o  b e t t e r
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unders tand  your  bus iness ,  fo r  ob ta in ing
credi t  and for  embark ing on an investment
project.

MARKET RISKS

tr  Unforeseeabie in f la t ion and exchange
rates change -  The r isk of  losses due to
adverse  movements  in  e i the r  the  p r i ce  o f
the  commoc i t y  o r  i n  the  exchange  ra te  in
wh ich  the  conrmod i t y  i s  quo ted .  l n f la t ion
nsK represei r ts  a b ig r isk when company's
o p e r a t r o n s  n i n  w i t h  a  s e t t l e m e n t  d a t e
d i f f e r e n t  f r o r  t h a t  o f  t h e  u n d e r l y i n g
nhys ic ; l !  t r  an : iac t ion .

[ t  Uus tom( : r  i ; ehav io rs  to  buy  fo re ign
goocf  s  -  lJec: rdes of  commercra l  iso lat ion
and  tns  cXp i l r l ence  o f  fo re ign  compan ies
rn  pub t tc i t v  a ! rd  n ra rke t ing  techn iques  to
rn l iuen te  cus tcmer  purchases  and  rnake
to re iq r i  Eoor l :  espec ia l  a t t rac t i ve "  Th is
nraV r i laO to tOW r iemaird i r . - r l '  t - t i t t ional
i ; I O U u C L S  3 i r ( l  : S C j f V i {  , } S

i - r  !nadequa te  in f ras t ruc tu re  -  Fo l low inq
i l r ? , i : k * i  i i b e r " a l r z a t i o n ,  m u c f i  o f  i l - r e
i i r C  i : . i ' r a l  r - ; t r U C t l t r e  W a S  r e n d e r e d
( :_ ) i l l i , i . , ) " r l r r ; ' L i i y  obso le te ,  and  the  lack  o f
{ t i i \ / ' ; rr( i [ .ed rrr: iworks leads to dif f icult ies in
- - h 1 1 ;  r r ; 1 : ; r  ' I l p p l l e s  a n d  t o  a i i s u r i n g  t h e
: , i . ; , , i , 1 : , , , . ,  i i  p r O d U C t S  a n d  S e f V i C e S "
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star t  the i r  operat ions,  is  one of  the major
r i sks  sma l l  bus iness  have  to  face .  Th is
somet imes forces entrepreneurs to  s tar t
the i r  bus i 'ness wi th the wrong par tners.

!  B lack or  grey econorry -  Rules imposed
entrepreneurs by Government ,  such as
tax laws, safety regulat i ' :ns, envi i-onmental
regu la t ions .  es tab l  i shment  req  u i rements ,
land-use  p lann ing  ru le ,s ,  pe rmi ts ,  e tc .  a re
a l l  bu rden  fo r  sma l l  f i rn rs ,  b r ing ing  up  the i r
costs.

!  De fau l t i ng  o r  i nso lvency  -  The  r i s i<  tha t
c o u n t e r p a r t s  a r e  u n a b l e  i o  f u l f i l l  l e g a l
obl igat ions.  There is  a h igher  r isk of  defa:u i i
in  commodi ty  rnarkets than in  most  ot l rer
f i n a n c i a l  m a r k e t s .  I n  t h e  i n t e r n a t i o r - : a i
marke t  the re  ! s  a l so  the  t rans fe r  r i r i . ,
B e g i n n e r s  i n  : c o n o r r i e s  i n  t r a n s i i i r ; r -
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The above factors of  r isk are common to
companies of  every type and size, but the
exposure vu lnerab i l i ty  var ies  substant ia l ly .
Experience also demonstrates that identifyi ng
the r isks to which a company is exposed can
be quite diff icult. Some risks are not direcfly
re la ted wi th  the normal  operat ions o f  the
c o m p a n y . F o r  e x a m p l e ,  i f  m o s t  o f  a
company ' s  o i l  sa les  a re  to  an  a lum inum
refinery, the company may well be exposed
to aluminum pr ice r isks even i f  nei ther buys
or  se l ls  a luminum i tse l f .

HOW TO DEAL WITH RISKS?

An essent ial  ear ly step in reducing r isk is to
bui ld a RISK POLICY. The r isk pol icy must
identify the ways in which the potential threats
m a y  b e  e l i m i n a t e d  o r  r e d u c e d  t o  a n
acceptable level .  The r isk pol icy starts some
w a y  d o w n  t h e  c o m p a n y  p o l i c y .  A  k e y
component of the risk policy is therefore risk
analys is .  l t  i s  a  management  too l  used to
determine r isk exposure in any given area or
under tak ing ,  s t r i ke  an  economic  ba lance

between the impact of  r isk on the enterpr ise
and the cost of protective measures.

Risk analysis provides informat ion on which
t o  b a s e  d e c i s i o n  t o  d e a l  w i t h  r i s k  b y
quest ioning ls prevent ion required? And at
w h a t  p o i n t  s h o u l d  p o t e n t i a l  h a z a r d o u s
si tuat ions be addressed? Risk analysis has
been deve loped by exper ience and takes
account of  local  informat ion, or i t  may be the
resul t  of  speci f ic research. The r isk analysis
process is conformed by two different steps
i . e .  R I S K  A S S E S S M E N T  a n d  R t S K
MANAGEMENT.

Note: The views expressed in this article are
those of the author and do not necessar i ly
r e p r e s e n t  t h o s e  o f  N a t i o n a l  S c i e n c e
Foundat ion or the Ministry of  Science and
Technology. Further Mr. Antal Szabo, Regional
Adv i se r  on  En t rep reneursh ip  and  SMEs ,
Uni ted Nat ions Economic  Commiss ion for
Europe and Prof. Nawaz M Sharif, University
o f  Mary land Univers i ty  Col lege,  Mary land
20783 USA should be acknowledged for their
v iews.
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