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FOREWORD

Reading through this manuscript I was impressed with the authors’ obvious passion for
entrepreneurship, along with their rigorous approach in considering the opportunities for
entrepreneurs to take a leading role in our world’s transition to a sustainable future. When talking
with the authors, one thing that really resonated with me was their belief that entrepreneurs could
thrive in uncertainty, and this got me very excited. Sustainable development is perhaps the biggest
and most uncertain challenge our species has ever faced.

Having first been inspired by the concept of sustainable development back in the early 2000s, I
have dedicated my professional career to making a contribution to accelerating our world’s transition
to a sustainable future. During this time I have had the pleasure of working with some amazing
world-changing people who have spent decades building the understanding we need to inform this
transition. These dedicated people have included eco-entrepreneur and educator Hunter Lovins,
scientist and politician Ernst von Weizsdcker, environmental physicist Amory Lovins, sustainable
transport expert Peter Newman, eco-entrepreneur Gunter Pauli, Green Party leader Johnathan Porritt,
cleaner production expert Don Huisingh, and pioneering sustainability consultant Alan AtKission.

The work of these eco-revolutionaries, along with countless others across all disciplines and
sectors, means that we now have much of the technology and know-how needed to achieve sustainable
development.

However, many lament that applying this know-how to secure a sustainable future is not
happening fast enough, and ask: why is that? After 15 years of asking myself the same question, I
think part of the answer is the overwhelming complexity of changing our massive industrial systems,
and part is the resistance from those who profit from pollution. The reason I am so excited about this
book is that it presents tools to overcome both challenges. In order to take on the complexity
involved in changing our systems we need to understand how to be entrepreneurial in the face of
uncertainty, and in doing so create new opportunities for profit and economic development. I
strongly believe that if teams around the world harness the tools of an entrepreneurial approach we
can truly accelerate efforts and avoid the looming crisis. It may in fact be the case that
entrepreneurship is the missing link that will unlock the available potential through a focus on
sustainable development.

There is often debate around what ‘sustainability’ or ‘sustainable development’ actually means,
and this debate over definitions has hindered progress. In simple terms, sustainability means the
‘ability to sustain’. This is not as emotive as other definitions you may find, but the value of thinking
of it this way is that it begs the question what do we want to sustain? And then comes the big second
question: How do we sustain it? Most people would agree that we want to sustain and share ongoing
prosperity, clean water and air, an educated and engaged workforce, and strong and vibrant
communities. That question is pretty easy to answer. The tricky part comes when we ask: how we will
actually sustain it?

Harking back to the early work of John Elkington on the ‘Triple Bottom Line’ may provide some
guidance here, despite it often being reduced to a cliché. The reality is that we don’t know what it
means to be sustainable, but if we want to increase the likelihood of sustainability, we need to
achieve strong performance in all three areas of economy, environment, and society — a challenge
truly worthy of lifetime dedication, as Alan AtKission once told me.



Xvi FOREWORD

In order to increase the likelihood of sustaining the quality of life we have spent centuries
developing, and sharing this with the entire world, we need to focus on all three areas. Simply put,
given that most of the world operates in a market-based system the projects, products and
infrastructure of the future need to deliver acceptable economic returns. As we are generating
pollution at a level that is affecting our planet’s biosphere we need to ensure that such impacts are
minimised, and given that our population is growing more rapidly than at any other time in human
history we also need to ensure that people are involved and taken care of in the process.

On face value this may seem like a pretty simple task — a few green buildings here and a few solar
panels there — however, the complexity of transitioning our societies to operate in a way that has a
high likelihood of being sustained is enormous. Calling for new innovative approaches, it is truly the
time of the entrepreneur. However, the world will not be saved by individual entrepreneurs alone.
Yes, we need those people who can drive innovation and deliver revolutionary technology, like
engineer and futurist Nicola Tesla or eco-entrepreneur Elon Musk. Yet, if we are to achieve the
changes we need across our planet’s enormous and complex economies, we will need feams of
creative and innovative people in every part of the economy taking an entrepreneurial approach.

In order for entrepreneurs to navigate the uncertainty of the future, they will need to have a solid
understanding of how sustainable development-related issues - such as climate change, resource
shortages, poverty, population changes and biodiversity - will impact the economy. Entrepreneurs
need to identify viable areas for investment that can deliver medium-to-long-term returns.

In the face of significant global challenges, this book provides a critical resource for those looking
to harness the enormous power of the market to deliver ongoing prosperity. The realisation that the
pollution created in our race to industrialise over the last 250 years — with entrepreneurs playing a
key part — has had a real impact on the planet’s very functioning, was quite a shock to many in the
1980s and 1990s. But it is worse than that. The growing level of industrial pollution is not only
impacting the planet, it is now directly impacting the economy. The early decades of the twenty-first
century have become a turning point in human history.

This book provides a valuable overview and training manual for entrepreneurs in a range of
issues related to sustainable development that will enhance the understanding of the future
conditions in the economy; a valuable resource indeed. The book lays out a clear framework for
considering opportunities across many complex areas of sustainable development and I look forward
to seeing the efforts of the students of this work as our species undertakes a mid-course correction.
As Interface CEO Ray Anderson once put it: towards a way of life that can be sustained for all on this
amazing little planet.

Dr Karlson ‘Charlie’ Hargroves

Sustainability Transitions Researcher, strategist and author (co-author of five international
bestselling books on sustainable development, translated into six languages, including The Natural
Advantage of Nations, Factor 5 and Cents and Sustainability).
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Guide to the text

As you read this text you will find a number of features in every
chapter to enhance your study of entrepreneurship and help you
understand how the theory is applied in the real world.

In every chapter, Entrepreneurship in
Practice boxes share tips, insights and
interesting facts about entrepreneurship.

Chapter objectives give you a clear
sense of what topics each chapter will
cover and what you should be able to do

after reading the chapter. Entrepreneurial Edge boxes appear
throughout, featuring the stories of real-Llife
entrepreneurs and companies to illustrate the

Business entrepreneurs are driven by the profit motive. conceptual material covered in each chapter.

When key terms are used in the text for
the first time, they are bolded for easy
identification and listed at the end of each
chapter. This will help you identify key
concepts throughout the text. A full list
of key terms is also available in the
glossary found at the back of the book.
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4 CourseMate Explore the online resources by following the NEW
What are the twenty steps CourseMate Express margin icons throughout the text.
towards becoming a social Find additional content, activities, quizzes and more.

entrepreneur? Learn what it
takes on CourseMate Express.

At the end of each chapter you’ll find several tools to help you to review,
practise and extend your knowledge of the key learning outcomes.

The end-of-chapter Summary lists key points from the chapter, giving you a snapshot of
the important concepts covered.

Review and discussion questions enable you to test your comprehension of the key
concepts in the chapter and encourage group discussion.

Experiencing Entrepreneurship activities emphasise learning by doing, giving you the
opportunity to put your new skills into practice.

Case studies provide real-world examples to aid your understanding of entrepreneurship.
They conclude with questions to test your knowledge and understanding of the material
covered in the chapter.
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PREFACE

Entrepreneurship is increasingly being recognised as a means to stimulate change and growth within
and across national economies. This in turn elevates the expectations of teachers and students of
entrepreneurship. Entrepreneurship teachers are expected to engage with more disciplines, developing
skills among all those who may potentially have good ideas to start new businesses. The ultimate aim
is to provide the human capital foundations of a new or renewed economy. Entrepreneurship students
are in turn expected to engage in elevated risk for the benefit of the broader community and create
businesses and social organisations that generate prosperity and wealth. In current times we also face
the looming crisis of human-induced climate change.

The question this scenario raises for readers and users of this book is; are you ready to take on a
career that calls for leadership, demands that you grow as an individual and be independent? Are you
ready at the same time to rely on the support of others in order to create social and economic good
for our world? If you are reading this, then you probably are, so let’s get started.

Your authors, and entrepreneurship academics generally, are often asked two questions. First off,
does education matter for an entrepreneur? Well, yes and no. There is a goodly portion of entrepreneurs
(maybe as high as 15 per cent) who never had patience with education. Nor did their teachers have
much patience with them! Research even indicates that some entrepreneurs have Attention Deficit
Hyperactivity Disorder (ADHD) and they find it difficult to focus in school and complete their
schoolwork. There also seems to be a higher incidence of dyslexia in young entrepreneurs than in the
general population.' Another portion are simply so curious and adventuresome that they cannot
tolerate the one-way flow of teaching from ‘learned ones’ and are, therefore, just turned off by
education. Many famous entrepreneurs never finished school. But the fact is that education and
entrepreneurship are highly correlated - the more education you have, the more likely you are to
engage successfully in entrepreneurship. Even if you have just one class in entrepreneurship, you are
more likely to become an entrepreneur, more likely be self-employed, have potentially higher annual
incomes, and set up your own business after graduation, compared to your peers.

The next confronting question for any entrepreneurship academic is, can we actually teach
entrepreneurship? Again, yes and no. Yes, students can learn it and it takes two forms. The first is
education that helps learners to discover whether there is a spark within themselves. The second is
that teaching facilitates learning the skills, both in mind and in practice that characterises your own
personal form of entrepreneurship. What teachers can and should do is create a world where students
can learn to be an entrepreneur by becoming more confident in their abilities and learning skills
needed to achieve success in a social or business venture. But the answer is also no, when you think
of most classrooms. It’s not about PowerPoint presentations and lectures; instead, it’s about having
experiences and creating opportunities for entrepreneurship. In those precious minutes together with
learners, an entrepreneurship educator needs to provide content that is both enabling and
experiential, where you can sit at the elbow of real entrepreneurs, be challenged by the real problems
of an entrepreneur, be given access to tools and techniques to work through those problems and
ultimately, where you can learn the craft of entrepreneurship.

THE DISTINCTIVE CHARACTER OF THIS BOOK

This textbook illustrates the broadest variety of sustainable entrepreneurship in the Asia-Pacific in
the twenty-first century in a manner as unique and creative as our region itself. We believe that this
is the first entrepreneurship textbook with people, planet and profits — the 3P’s - at its base.
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The leitmotif of this book is personal enterprise; wherever it exists, whenever it exists, and
whatever it is — social, environmental, business; the list is endless. It is about being the sole proprietor
of the rest of your life. It is about the ‘enterprising spirit’ that everyone has at birth, and that some
choose to nurture and others do not. It is that spirit of true creativity and inventiveness, of curiosity
and daring, of calculated risk against great gain. Sadly, this burning spirit can be extinguished by
parents, by the church or an oppressive society, by the conformism of the school system, by crime or
civil war, or by cultural proscriptions. But it is always there in every person, even later in life, if only
the right conditions should emerge and should they elect to take the journey.

Some people think that the spirit of enterprise is the world’s most powerful economic and social
force. It is what marks us as human beings. For hundreds of years now, The Entrepreneurial
Revolution has captured the imagination and now permeates society, culture, business and education.
Here we are, well into the twenty-first century with hundreds of millions of entrepreneurs engaged in
starting and running new businesses. Entrepreneurs’ roles are changing as the Earth and the economy
change. Today’s entrepreneurs are faced with ever more complex challenges. The process of
transforming creative ideas into commercially viable, socially just and environmentally sustainable
enterprises continues to be a major force in the world economy.

From artists to zoologists, the enterprising spirit can emerge from any person. We believe that a
basic course in entrepreneurship should be a required field of study for every student. After all, think
of some of the professions that are highly self-employed - artists, real-estate brokers, photographers,
musicians, designers, writers, financial advisors, management analysts and interior designers. Beyond
this, think of the creative and innovative people in civil society groups, non-government
organisations, not-for-profits, community trusts and social enterprises.

Our motto for this Asia-Pacific text edition continues to be Entrepreneurship as if the planet
mattered. This is not just a matter that is talked about, but something we all can do something about.
Think of it this way: virtually every phase of the production of this book contributed to global
warming, from harvesting trees to production of pulp and paper, transportation, waste management
and eventual disposal. The pulp, paper and publishing industries, not to mention readers themselves,
have significant impacts on people and communities all around the world. As authors, we are
committed to preventing negative impacts of book publishing on natural forests, the global climate or
the rights of forest-dependent communities. We are happy that our publisher, Cengage Learning in
Melbourne, has switched to 100 per cent post-consumer waste recycled paper for all office printing
and that the content of this book is now available for download online.

Solving the problems of human-induced climate change requires our readers to share
responsibility. The most effective way to reduce the negative impacts of this book is to use the
knowledge in it very efficiently. In our teaching we are committed to a ‘3e’ learning environment that
supports (e)learning, (e)nvironmentally friendly strategies, and (e)xperiential assignments. Our
teachers and students are encouraged to submit assignments online, use online filing systems, reuse
paper, adopt electronic note taking, adjust printing to greyscale, recycle classroom waste material,
use electronic databases, and use of the library to avoid needless paper consumption. Moreover and
importantly, we encourage our students to create ventures that improve, or at least do no further
harm to, our natural world.

ORGANISATION

Text, cases and exercises that appear in this Asia-Pacific edition of Entrepreneurship: Theory,
Process, Practice bring together, in one place, the most significant resources for exploring the



XXiv PREFACE

development of new and emerging business and social ventures. OQur aim has been to present these
resources in an exciting, organised and challenging manner that relates to our world’s triple
challenge: overcoming and reversing the effects of social, economic and environmental decline.

Every chapter - from performance measures to marketing, from strategy to start-up, from ethics
to family business - includes an in-depth section relating this topic to the book’s main theme of
‘People, Planet and Profit’.

We put together this book in order to compact and synthesise a large body of knowledge for the
budding entrepreneur and enterprising spirit of all types. Our aims are to simplify, condense, organise
and translate a vast area of knowledge into a form useful for building commercially viable, socially
and environmentally responsible projects of all sorts.

We have taken ideas from multiple sources - especially the North American edition of this book -
and repackaged them to make a new whole. As the American Historical Association says, textbooks
are different from other scholarly writing in the ‘form of attribution, and the permissible extent of
dependence on prior scholarship’.? Within our organisation and accumulation of knowledge on Asia-
Pacific entrepreneurship, we have cited more than 2000 authors in the field and aim to provide ready
access to their works, including hundreds of hyperlinks.

The chapter sequence in this fourth edition is systematically organised around ‘Pathways to
Entrepreneurship’. We all have our individual pathways and people follow different paths to become
successful entrepreneurs (see below).

We believe the book can be used over two semesters at the undergraduate. The first eight chapters
serve one academic course in ‘Foundations of Innovation & Entrepreneurship’. The second eight
chapters compose another course called ‘New Venture Creation’. Or, the entire book can be covered in
an accelerated fashion in master’s level classes.

The 16 chapters compose four Parts to the book. Each contains four chapters that specifically
address these pertinent concepts of entrepreneurship:

e Part 1 (Chapters 1-4) is named ‘Entrepreneurship in the twenty-first century’. It introduces the
entrepreneurial mind-set and examines entrepreneurship as evolution and revolution. This
part reveals the evolving nature of entrepreneurship and its importance to the entire global
economy, to civil society and to the planet itself. Part 1 reviews the fundamentals of the
environment of the economy and the economy of entrepreneurship. This includes the basics of
climate change and climate-change economics, as well as the emerging field of
entrepreneurial ecology. Finally, we focus on social entrepreneurship and the ethical
perspective that entrepreneurs need to take in developing a morally conscious approach to
business, one that safeguards society and the planet.

e Part 2 (Chapters 5-8) is named ‘Initiating entrepreneurial ventures’. Here, we spell out a major
theme throughout the book by outlining the pathways to entrepreneurship and dealing with
the question of how people become entrepreneurs. Starting with bootstrapping (starting a
venture with minimal capital), micro-enterprise and mini-preneurs, we gradually build toward
delving into more complex ventures with the pursuit of ideas and opportunity recognition by
examining the creativity of individuals and the concept of innovation. We discuss the unique
and culturally determined pathways that an entrepreneur might take to launch a new venture,
whether starting a brand new venture, acquiring an existing firm, franchising or expanding a
social enterprise. One common pathway is family business, so we look at their importance and
unique problems. We look at intrapreneurship, also called ‘corporate entrepreneurship’, which
exists and can be cultivated in every large organisation.
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e Part 3 (Chapters 9-12) is entitled ‘Developing entrepreneurial ventures’. This part includes the
methods of assessing new ventures and business opportunities, as well as a discussion of the
issues in marketing that affect the preparing, planning and operating of entrepreneurial start-
ups. The need for strategic planning, the challenge of managing entrepreneurial growth, and
the global opportunities available to entrepreneurs are all discussed.

e Part 4 (Chapters 13-16) is called ‘Growth strategies for entrepreneurial ventures’ and reviews
business and environmental regulations, looks at intellectual property, and compares legal
forms of business organisation across the Asia-Pacific. This part has a thorough examination
of the sources of capital, including social capital and natural capital, available to
entrepreneurs. The performance measures that all entrepreneurs need also are discussed.

Finally, the development of a clear and comprehensive sustainable business plan is examined.
Chapter 17, ‘Reviving Samoa’s Cocoa Industry: Cocoa Samoa Ltd’, contains a complete illustrative
sustainable business plan that aims to attract capital to revitalise the Samoan Cocoa industry.

In an effort to make the fourth Asia-Pacific edition of Entrepreneurship: Theory, Process, Practice
the most comprehensive text available in our region, at the end of each chapter you will find a
wealth of endnotes with the Asia-Pacific region especially in mind. These references have been
carefully selected and updated to 2016 in order to provide professors and students with a thorough
background of the latest research that relates to the entrepreneurship material being presented. All
hyperlinks were current as at July 2015.

NEW AND UPDATED CONTENT

A beautiful new set of teaching PowerPoints has been developed for teachers. These include copious
notes relevant to lecture material. The slides include hundreds of images that make the PowerPoint
slides a delight to look at. In addition to the experiential exercises, we know that teachers must
convey serious content, and that reading and watching are two good ways to accomplish that.

A major innovation to this fourth edition has been the extensive development of the Pathways
Approach to Entrepreneurship. While learning entrepreneurship from others is of course useful and
beneficial, at some point to be an entrepreneur, you have to take the first steps into setting up and
taking responsibility for your own venture or business initiative. To be ready to be the captain of
your own venture there are a number of pathways that will contribute to your preparedness and
development. The following outlines how the specific content for the pathways concept is distributed
throughout the book:

e Chapter 1, page 18, discusses the pathways principle and on page 22, is detailed how

entrepreneurship acts as a pathway to freedom.

e Chapter 3, page 65, deals with finding a pathway to your climate-resilient future.

e Chapter 4, page 130, includes pathways considerations for entrepreneurship and

disadvantaged groups.

e Chapter 5 was promoted to fifth position as the dedicated Pathways Chapter to entrepreneurial

ventures and includes several pathways discussion:

- Page 159, keeping the cost down and finding ways to bootstrapping a pathway to
entrepreneurship is outlined.

- Page 160, discusses business assistance funding while page 161, focuses on
Minipreneurship as a pathway before the classical pathway, disruptive new venture
creation is specifically described on page 163.

- Page 167, switches to discuss acquiring an established entrepreneurial venture as a
pathway
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- Page 175, covers the option of buying a franchise as a pathway, and
- Page 179, addresses establishing a social venture as a pathway.

e Chapter 7, takes one common pathway, the family business option in detail with particular
discussion on page 233, on succession and page 240, harvesting the venture; that is, recycling
wealth within the family.

e Chapter 8, also dedicates an entire chapter to entrepreneurship within established
organisations as a pathway.

In addition to the pathways approach as a major new contribution, a number of specific topics
have been updated and/or added to this edition. These include in Chapter 2 an expanded discussion
on new venture stage transitions and the required competencies and skills that assist in making these
transitions as an entrepreneur. Chapter 3 is entirely updated to the latest knowledge about our
warming planet and about opportunities for entrepreneurs to take advantage of climate change.

In Chapter 6 a section is now included on Blue Ocean Strategy to assist entrepreneurs to think
about the spaces and voids left by established competitors. Crowdfunding is also introduced in this
chapter before a more extensive discussion of it occurs in Chapter 14.

In Chapter 9 the increasingly popular topic of entrepreneurial ecosystems is addressed to start
entrepreneurs and their supporters thinking about the context within which they start ventures.
Chapter 10 now extensively covers social media and mobile communications for marketing and in
Chapter 11, more is dedicated to designing the business model.

Chapter 15 now includes an outline discussion on sensitivity analysis or the ‘what if’ scenario tool
to assist entrepreneurs in thinking about assumptions embedded within their business plans. Along
this same line, more is dedicated to the Lean Start-up in Chapter 16 that prompts entrepreneurs to
systematically test their business models in conjunction with their planning processes. Lastly, a new,
comprehensive business plan is added in Chapter 17 on the re-establishment of a Samoan Chocolate
industry to provide the backbone of focused discussion on how business plans play a role in
entrepreneurship.

COURSEMATE EXPRESS AND ONLINE RESOURCES

This edition also includes additional online resources called CourseMate Express for students and
professors using this book. The online material facilitates a ‘blended learning approach’. The website
has links, videos, quizzes, games, other cases and business plans and interactive exercises. It
implements the authors’ philosophy that ‘teaching is best done online and learning is best done in the
classroom’. Beyond the dozens of activities, cases and exercises that you will find in the text, there
are more than 150 more that you will find in the online environment.

¢

1 Brogan, C. (2010). The new attention deficit. Entrepreneur, 38(12), 70; Huber, J. (1994). Rebel with a business.
Entrepreneur, 22(6), 148; Nicolaou, N., Shane, S., Adi, G., Mangino, M., & Harris, J. (2011). A polymorphism associated
with entrepreneurship: Evidence from dopamine receptor candidate genes. Small Business Economics, 36(2), 151-55;
Scudamore, B. (2009). Given to distraction. Profit, 28(2), 13; Logan J. (2009). Dyslexic entrepreneurs: The incidence, their
coping strategies and their business skills. Dyslexia, 15, 328-46; Franks, K., & Frederick, H. (2012 in press) Dyslexic and
entrepreneur: Typologies, commonalities and differences. Journal of Asia Entrepreneurship and Sustainability.

2. American Historical Association, ‘Statement on standards of professional conduct’, Approved by Professional Division,
9 December 2004 and adopted by Council, 6 January 2005 www.historians.org/PUBS/free/
professionalstandards.cfm?pv=y.



ACKNOWLEDGEMENTS

The authors would especially like to thank colleagues in the entrepreneurship education field who
have made significant contributions to this book past and present. These include Dennis Foley,
Norashidah Hashim, Armanurah Mohamad, Norita Deraman, Gary Hancock, Fiona Kerr and Paul
Daly. All of the past case studies have been retained and included in the CourseMate Resources
online. The current edition case contributors include Ella Henry, Jodyanne Kirkwood, Anna Guenther,
Silvia Torres Carbonell, Sebastian Cadenas, and Sara Walton. Thanks also to Gerard Reed for his
assistance provided by developing the case teaching materials and Martin Pannall of Madderns
Patent and Trademark Attorneys for his assistance with and contributions to the legal chapter. And,
to Murray Hunter from the University of Northern Malaysia for his contributions to Initiating
Entrepreneurial Ventures.

The authors and Cengage Learning Australia would like to thank JodyAnne Kirkwood for her
work on the online resources for this fourth edition, and the following reviewers for their incisive and
helpful feedback:

John McElvaney, Deakin University
Colin Jones, University of Tasmania
Jodyanne Kirkwood, Otago University
Morgan P. Miles, University of Tasmania.

Every attempt has been made to trace and acknowledge copyright holders. Where the attempt has
been unsuccessful, the publishers welcome information that would redress the situation.



ABOUT THE AUTHORS

Professor Dr Howard H ‘Frederico’ Frederick is Research Professor in the Centre for Entrepreneurial
Culture at Mexico’s leading private university, the Tecnologico de Monterrey, or Monterrey Institute
of Technology. More entrepreneur than professor, he teaches Entrepreneurial Leadership and advises
young entrepreneurs in the Technology Park, especially in the field of climate change
entrepreneurship. Monterrey Tec is one of the select universities in the world where every one of the
98 000 students on 31 campuses takes the Entrepreneurial Leadership course.

Howard has been teaching Entrepreneurship for more than fifteen years. He was Professor of
Entrepreneurship Education at Deakin University in Melbourne and New Zealand’s longest-serving
Professor of Innovation & Entrepreneurship; and Director, New Zealand Centre for Innovation &
Entrepreneurship, at Unitec New Zealand in Auckland. He was previously a Distinguished Fulbright
Professor in Austria, Mexico and the German Democratic Republic; Senior Scholar, University of
Southern California, USA; and Professor and Chair in Global Communication, Victoria University of
Wellington, New Zealand.

However, Howard’s entrepreneurial true love is the Sweet Art. With his partner, for thirteen years
he has co-managed and operated Melbourne’s leading chocolate and tea degustation environment,
Mamor Chocolates & High Tea Szalon Pty Ltd, which you will see mentioned frequently in this book.
Yes, somebody has to do it!

Howard is a graduate of Stanford University, San Francisco State University and The American
University, and has broad European, Latin American and Asia-Pacific experience. Fluent in Spanish
and German, he is recognised as an authority in the field of ICT, business innovation and economic
development, especially in the developing areas of Latin America and Asia. His students have
launched successful businesses ranging from water-testing equipment to cosmetic manufacturing,
functional food products and an organic escalator cleaner.

Howard learned business skills from his forestry family in the Pacific Northwest of the USA. His
grandfather ran a lumber mill and his father was a commercial lumberman. His mother was the
ultimate creative industries entrepreneur, even running her own modelling agency. Frederick’s PhD
work focused on economic development in developing economies.

Dr Allan J O’Connor is the Academic Director of post-graduate programs in Innovation and
Entrepreneurship at the Entrepreneurship Commercialisation and Innovation Centre (ECIC), The
University of Adelaide, Australia. With qualifications that include a Master in Enterprise Innovation
and a PhD that focused on issues of public policy for entrepreneurship education and economic
development, he has taught entrepreneurship topics that include Strategy, Innovation Management,
Business Plan, Opportunity Evaluation, and New Ventures and Research Methods, since 2001. Allan’s
research interests lie at the intersections between entrepreneurship and socioeconomic development.

Entrepreneurship has been at the core of much of Allan’s life experience. Entrepreneurship has
served as a means of transition. From leveraging his skills at age 18 as a musician to buy a business
and support his education and training in mechanical engineering, to undertaking an intrapreneurial
venture to grow the market presence of his then-employer, and later venturing out on his own to
develop and market innovative physical products and intangible consulting services, Allan has
walked the path of innovation and entrepreneurship and faced market challenges that demand new
thinking.



ABOUT THE AUTHORS xXix

Later in life, Allan discovered the joy and passion of higher learning and is enjoying the
challenges of an entrepreneurial academic career. Increasingly, Allan is engaged in research that is
designed to advise governments in matters of innovation and entrepreneurship that drives regional
competitiveness. With the assistance of funding from the South Australian state government, in
2014-15 Allan led the development of the Australian Cluster Observatory and has embarked on
pioneering research into the entrepreneurial ecosystem in South Australia. His growing portfolio of
more than fifty research publications including internationally peer reviewed journal articles, book
chapters, conference papers, and research reports, is testament to the significance of his research
agenda and contribution to his research field.

Dr Donald F Kuratko (known as ‘Dr K’) is the Jack M. Gill Chair of Entrepreneurship; Professor of
Entrepreneurship and Executive Director, The Johnson Center for Entrepreneurship € Innovation, The
Kelley School of Business, Indiana University, Bloomington, USA. Dr Kuratko is considered a
prominent scholar and national leader in the field of entrepreneurship. He has published more than
180 articles on aspects of entrepreneurship, new venture development and corporate
entrepreneurship. Professor Kuratko has authored 30 books, including the leading entrepreneurship
book in American universities today, Entrepreneurship: Theory, Process, Practice, ninth edition
(South-Western/Cengage Learning, 2014, 2009). In addition, Dr Kuratko has been consultant on
corporate innovation and entrepreneurial strategies to a number of major corporations, such as
Anthem Blue Cross/Blue Shield, AT&T, United Technologies, Ameritech, Walgreens, McKesson, Union
Carbide Corporation, ServiceMaster and TruServ.

Under Dr Kuratko’s leadership, Indiana University’s Entrepreneurship Program has consistently
been ranked as the #1 university for entrepreneurship research by the Global Entrepreneurship
Productivity Rankings; the #1 University Entrepreneurship Program in the United States (public
universities) by Fortune; and the #1 Graduate Business School (Public Institutions) for
Entrepreneurship and the #1 Undergraduate Business School for Entrepreneurship (Public
Institutions) by U.S. News & World Report. In addition, Indiana University was awarded the National
Model MBA Program in Entrepreneurship for the MBA Program in Entrepreneurship & Innovation
developed by Dr Kuratko.

Dr Kuratko’s honours include earning the Entrepreneur of the Year for the state of Indiana
(sponsored by Ernst & Young and Inc. magazine) and being inducted into the Institute of American
Entrepreneurs Hall of Fame. Dr Kuratko was named the National Outstanding Entrepreneurship
Educator by the US Association for Small Business and Entrepreneurship and he has been honoured
with the John E. Hughes Entrepreneurial Advocacy Award for his career achievements in
entrepreneurship and corporate innovation. He was selected one of the Top Entrepreneurship
Professors in the United States by Fortune. The National Academy of Management has honoured Dr
Kuratko with one of their highest awards bestowed in entrepreneurship, the Entrepreneurship
Advocate Award, for development and advancement of the discipline of entrepreneurship. Dr Kuratko
has been named one of the Top 50 Entrepreneurship Scholars in the world and was the recipient
of the Riata Distinguished Entrepreneurship Scholar Award (presented by the School of
Entrepreneurship at Oklahoma State University) in 2010. In 2011 he was the inaugural recipient
of the Karl Vesper Entrepreneurship Pioneer Award for his career dedication to developing the field of
entrepreneurship.






- PART
% «

ENTREPRENEURSHIP IN THE TWENTY-FIRST CENTURY

CHAPTER 1 CHAPTER 2 CHAPTER 3 CHAPTER 4

Entrepreneurship: The entrepreneurial Entrepreneurship Social and ethical
evolution and mind-set: cognition and sustainable entrepreneurship
revolution and career development




» CHAPTER ONE

ENTREPRENEURSHIP: EVOLUTION AND

We are on the precipice of climate
system tipping points beyond which there
is no redemption.

James Hansen, Director, NASA Goddard
Institute, President George W. Bush’s
top climate modeller’

Most of what you hear about
entrepreneurship is all wrong. It's not
magic; it's not mysterious; and it has
nothing to do with genes. It's a discipline
and, like any discipline, it can be learned.

Peter F. Drucker?

=t
& CourseMatekbxpress

Visit http://login.cengagebrain.
com and use the access code
that comes with this book

for 24 months access to the
CourseMate Express resources
for this chapter, including
quizzes, videos, games and
more.

REVOLUTION

CHAPTER
OBJECTIVES

To begin our exploration of entrepreneurship and the environment
To distinguish between business and social entrepreneurs

To distinguish between entrepreneurs and small-business owners
To explain the importance of entrepreneurs for economic growth

To examine the historical development of entrepreneurs and of
entrepreneurship

To define entrepreneurship and explore the major schools of
entrepreneurial thought

To realise that entrepreneurship is a pathway to freedom
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ENTREPRENEURS FACING THE UNKNOWN

Hold on to your hats. You are in for a roller-coaster ride. This book starts with some startling
information and you may wonder what it means for entrepreneurs.

Source: The Jetstar roller coaster damaged by hurricane Sandy in October 2012, Seaside Heights, New Jersey, published by Flickr.com, © 2013.

Let’s start by looking at one of America’s famous ‘roller coaster entrepreneurs’, Carl Miler and his
brilliant idea that made him millions - the portable roller coaster. He recounted:

The market for roller coasters is a pretty risky financial venture; suppose the thing is a complete
failure, what do you do with it? The secret is to come up with a good collapsible rig that’s as
exciting as any you've ever ridden, but that can be taken down and moved at short notice. And
it's worth a lot of patents, I can assure you.?

How could Miler possibly guess that within half a century one of his great innovations, the Jet
Star portable roller coaster at Casino Pier, New Jersey (USA), would be swept away by the rising seas
of a global warming-induced hurricane? Today, entrepreneurs have to take such calamities into
account. What is today’s entrepreneur to do? Perhaps invent a floating portable roller coaster?

Human-induced climate change is one of the greatest challenges facing the human race in the
twenty-first century.* As this book goes to press, the World Meteorological Organization reported
that 2014 was the hottest year since records were kept. Climate change contributes to increased
frequency of natural disasters, rise in flows of refugees, and global conflict over food and water. The
effects of climate change are felt from the Arctic to the Antarctic. Some even attribute the Syrian
conflict to climate change because of that regime’s failure to manage water and land, followed by a
drought, and displacement of millions of people. Areas of the Asia-Pacific, including Australia, could
face the displacement of millions of people due to sea-level rise, leading to a breakdown in security
due to climate change. Climate change is a threat to our security, indeed to our very survival.®

All of us - entrepreneurs included - now face ‘existential risks’. Those are events that can
cripple civilisation or even cause the extinction of the human race. Already recorded in history are
such events as super-volcanoes and asteroids that led dinosaurs into extinction. But today, human-
caused, or anthropogenic, events also threaten the survival of life on Earth. Three modern
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existential risks are particularly threatening: nuclear war, bioterrorism and global warming. We will
leave aside the first two as outside of this book’s scope, but prognosticators of the third existential
threat, global warming, put the risk of human extinction from climate change in the twenty-first
century at 10-20 per cent.® The authoritative Stern Review on the Economics of Climate Change
(2006) used an extinction probability of 0.1 per cent per year in calculating an effective
social discount rate. That makes a 9.5 per cent chance of human extinction by the end of a
century.” (See the discussion on discount rate in Chapter 3, ‘Are our great-grandchildren as valuable
as we are?’, on page 87.)

You may ask what any of this has to do with entrepreneurs? Entrepreneurs are part of the problem
and perhaps the greatest hope for the solutions. Since the Industrial Revolution in the late eighteenth
and early nineteenth centuries, many business entrepreneurs around the world have simply plundered
and exploited the environment in ignorance, without any thought for sustainability. Early
entrepreneurs were the first to see the possibility that fossilised coal and gas could fuel industry as well
as power our dreams and innovations. Before we started warming the planet, the global average
temperature was about 14 degrees Celsius and the Earth’s atmosphere contained about 280 parts
per million of carbon dioxide. Once our entrepreneurial forefathers began to burn coal and gas to
power their lives and realise their ambitions, the carbon emissions in the atmosphere started to
increase. By the time scientists started measuring it in the 1950s, it had already risen to 315 parts
per million. Now it’s at 390-400 and increasing two points per year.® By adding enormous quantities
of CO, and other greenhouse gases to the atmosphere over the last 150 years, enterprising human
being have changed the world’s climate and entrepreneurs must share some of the blame.

A few degrees of temperature increase may not sound much, but the extra heat that CO, traps is
enough to warm the planet considerably. To date, international agreements have targets to limit
global warming to 2 degrees Celsius above pre-industrial levels. Yet, that little bit per year has started
melting almost every frozen region on Earth. It has already changed sea levels and seasons and has
been linked to more ferocious storms (see Figure 1.1) and more extreme bushfires. Even modest
temperature rises affect hundreds of millions of people, particularly in the developing world. What
happens if we miss the agreed-upon 2 degrees Celsius goal and reach 4 or 8 degrees of warming?
No human life can live at those temperatures, and Australia is the most vulnerable continent to
climate change impacts.’

And so it is no exaggeration to say that entrepreneurs such as Thomas Edison and Henry Ford
played a major role in contributing to the climate crisis, and that an entrepreneur (perhaps one like
Elon Musk with his electric car using new battery technology - see Chapter 10, p. 356) can help ease
the problem.

Let’s look at it graphically. In 2013, the world was already emitting 9861 million tonnes of
carbon. That is equivalent to 36 131 million tonnes of C0,.'° Using the Greenhouse Gas Equivalencies
Calculator,'' we can visualise just how much that global output. For example, 7.6 billion passenger
vehicles would produce that much carbon; or 927 billion new tree seedlings would sequester (take out
and store) that much carbon (see Figure 1.2).

Who are the greatest carbon offenders? Table 1.1 lists regions and countries that emit the most
total carbon into the atmosphere. Asia-Pacific countries produce 46 per cent of the world’s CO,. The
People’s Republic of China now contributes around 28 per cent of global CO, emissions, compared
with a US contribution of around 14 per cent and the 28 states of the European Union combining to
produce a further 10 per cent. Looking at global emissions in per capita terms, the biggest emitters
are Australia, the United States, Saudi Arabia and Canada.
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TABLE 1.1

Sources: Adapted from Global Carbon Budget, Global Carbon project and Greenhouse Gas Equivalencies Calculator,
Clean Energy Resources, EPA.
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And it is not just large companies that are to blame. Small-scale entrepreneurs have made a
10 per cent contribution to the planetary crisis of global warming by helping to destroy areas of
rainforest.'” This alone is a significant contributor to climate change because tropical forests are best
at sequestering carbon from the atmosphere. In an attempt to better themselves by increasing their
standards of living, entrepreneurial families as well as large companies in such places as Brazil and
Indonesia have cleared vast stretches of rainforest, releasing megatonnes of CO,, and it will take
decades to restore these ‘lungs of the Earth’.

Quantifying the human cost of all this damage is complex. The Stern Review assessed the
business case. It said that doing nothing about climate change is far more expensive and risky than
taking immediate measures. The ‘business as usual’ approach would mean at a minimum a 5 per cent
average decrease in global per capita consumption ‘now and forever’."

Projections by the US National Research Council warn that the seas could rise a further 56 to
200 cm during the twenty-first century. Areas endangered by the encroaching ocean include New
Orleans, New York, Miami, Venice, Bangkok, Shanghai, the Netherlands, Bangladesh and the
Maldives.'* Low-lying island nations are already vulnerable, as is a huge swathe of Bangladesh
where millions live. (See ‘Global warming effects on the economy’ in Chapter 3, p. 67.) Yet drought
also is becoming more prevalent, especially in all of Australia, Southern Europe and most of the
United States.'®
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WHY WE ARE HOPEFUL

How can we as entrepreneurs stop (or at least ameliorate) this global environmental catastrophe? It’s
not rocket science. In fact, most of the technologies we need to improve the situation already exist,
developed by entrepreneurs and inventors in the last quarter century. What we need is a commitment
to take what we already know how to do, make it cheaper and spread it to every corner of every
economy in the world. Business as usual is dead and green growth is the answer to both climate and
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economic problems. Again, who is best positioned to commercialise existing innovations and create
new technologies? It’s entrepreneurs!

Why? Because in their history entrepreneurs have never wasted a good crisis. Over half of the
Fortune 500 were created during a recession or bear market.'® Capitalism is in crisis and natural
resources are declining, yet entrepreneurs have an opportunity to rebuild the world in a way that
carries on adding value and making wealth while keeping social and environmental solutions at its
heart. It is entrepreneurs who recognise opportunities where others see chaos or confusion. They are
the aggressive catalysts for change within the marketplace. They are the athletes challenging
themselves to break new barriers, marathon runners dealing with the agony of the last few
kilometres, the symphony orchestra conductors bringing together different skills and sounds into a
cohesive whole, and the top-gun pilots continually pushing the envelope of speed and daring.

In the new reality of climate change, entrepreneurs could well be the saviours of the planet. They
can choose between being the villains or the heroes of today’s marketplace. They can start companies
and create jobs at a breathtaking pace. History shows us that entrepreneurship is a wellspring of
economic growth, social renewal and personal development, and that new entrepreneurial ventures
are the way to bolster a flagging economy. Economic and planetary problems can only increase
entrepreneurs’ willingness to stop working for someone else and do something good for themselves
and others by taking on the challenge and starting their own business.

Economies around the world have evolved and have been repeatedly revitalised because of the
efforts of entrepreneurs as it is the passion, promotion, networking and drive of entrepreneurs that
move the whole society forward.'” They take the unknown as a challenge and continuously influence
the path of the future. It is their ideas, savings, investment and innovation that lead to development.
They are the ones who can alleviate poverty by contributing to economic growth and job
creation.

Climate change is the greatest challenge of our time and the stakes could not be higher for
entrepreneurs. There are huge rewards for those that embrace innovation to lead the transition to a
low-carbon economy. Entrepreneurs can unleash a wave of creativity not seen since the Industrial
Revolution. They must be at the forefront of the fight against climate change. ‘We have to start
thinking out of the box’, says Rajendra Pachauri, Nobel Prize winner and chair of the
Intergovernmental Panel on Climate Change (IPCC). ‘Entrepreneurs who respond to the
challenge will reap commercial success — while businesses which fail to do so face oblivion’.'®

Throughout the world, there is enough young entrepreneurial energy to build a world that
overcomes these challenges - if we invest in the intentional development of entrepreneurs. That’s
what this book is all about.

It was predicted we would buy 2.5 billion mobiles, computers and tablets in 2014 and there
would be more Internet connected devices than people on the planet. As the number of
gadgets we own explodes, how they are made, used and disposed of becomes more important
than ever.

Take dangerous e-waste: in 2012, electronics devices were already creating nearly 8 kg of
e-waste for every person on the planet. Without truly progressive, innovative solutions from the
industry, the combined environmental impact of our gadgets will just keep growing.
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ARE YOU A BUSINESS OR SOCIAL ENTREPRENEUR?

There are many kinds of entrepreneurs. The word ‘entrepreneur’ is very flexible in the English
language. A seniorpreneur is someone who starts a business after the age of 55. A copreneur is
someone who works with the entrepreneur, such as the spouse, an accountant or a supplier.
Biopreneurs work in biotechnology, biology and the environment. There are (believe it or not!)
academicpreneurs (we call them pracademics, such as your authors). There are cross-cultural
entrepreneurs, mediapreneurs, end-poverty entrepreneurs, transparency-and-fairness entrepreneurs,
social entrepreneurs, social-privatisation entrepreneurs, world-citizen entrepreneurs, intrapreneurs,
knowledge-collaboration entrepreneurs, cultural entrepreneurs and biodiversity entrepreneurs. But for
the present we will look at, and distinguish between, three main terms.

Business entrepreneurs are driven by the profit motive. They seek growth and profits within
the business world. They are constant innovators and always trying to capture larger market shares
from a competitive marketplace. They are pioneering individualists who create one venture after
another and one innovation after another.

Social entrepreneurs have many of the same personality characteristics as business
entrepreneurs, but they are driven by a mission and seek to find innovative ways to solve problems
that are not being or cannot be addressed by either the market or the public sector."

Both business and social entrepreneurs seek innovation and growth. They thrive in both small enterprises
and large organisations. They have a mind-set that separates them from the rest of the population.
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The terms entrepreneur and small business owner are sometimes used interchangeably, but that is
incorrect. Although some situations encompass both terms, it is important to note the difference in
the following definition.

Small-business owners may once have captured an opportunity like an entrepreneur but then
they rest on their laurels because either they or the opportunity - or both - do not continue to have
the attributes that make it entrepreneurial. The business may never grow large and the business
owner may prefer a more stable and less aggressive approach to running their business. Many small-
business owners often like stable sales, profits and modest growth and want to keep the business at a
size they can personally manage and control. These are not entrepreneurs but small-business
managers.

The difference is that small-business owners would rather exploit existing equilibrium
opportunities and optimise supply and demand in established markets. Entrepreneurs, on the other
hand, aim to exploit innovative venture opportunities and create new markets at home and abroad.

In this book, we concentrate on business and social entrepreneurs. Much of the content relates to
the broadest range of sectors, from profit to non-profit and from government institutions to large
businesses. But as far as small business is concerned, many of the particular points in this book may
apply to both small-business owners and entrepreneurs. However, keep in mind that our focus is on
the aspects of innovation and growth associated with business and social entrepreneurs, not with
small-business managers and managing a small venture.

ENTREPRENEURS HAVE A PARTICULAR
ENTERPRISING MIND-SET

Entrepreneurship is more than the mere creation of a business or a social enterprise. Although that is
certainly an important facet, it is not the complete picture. The characteristics of seeking
opportunities, taking risks beyond security and having the tenacity to push an idea through to reality
combine into a special perspective that permeates entrepreneurs. Some people are born with it while
others, as Peter Drucker says in the epigraph at the top of this chapter, can develop an
entrepreneurial mind-set. This mind-set can be exhibited inside or outside an organisation, in
profit or non-profit enterprises and in business or non-business activities for the purpose of bringing
forth creative ideas. Thus entrepreneurship is an integrated concept that permeates an individual’s
enterprise in an innovative manner. It is this mind-set that has revolutionised the way business and
social ventures are conducted at every level and in every country. (This is a major theme in this book.
See also Chapter 2, ‘The entrepreneurial mind-set: cognition and career’; Chapter 8, ‘Developing
entrepreneurship within organisations’; and Chapter 11, ‘Strategic entrepreneurial growth’.)

Look at the mind-set of the crew of the Starship Enterprise in the famous TV show Star Trek.
They definitely had entrepreneurial qualities. The mission of the Starship Enterprise was ‘to boldly go
where no [one] has gone before’. This means having the nerve to face the unknown. ‘Space... the final
frontier’ is all about finding new markets. ‘These are the voyages of the Starship Enterprise’ is all
about planning for the future. ‘To explore strange new worlds, to seek out new life and new
civilisations’ is just like the entrepreneur’s ability to explore, learn and adapt.

Today, the word enterprise (or enterprising) is still used as an ‘attitude to life, an attitude of
exploring, of developing, of leading and of taking initiatives’. Enterprise - as in an enterprising
individual - is the process of identifying, developing and bringing a vision to life, be it an innovative
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