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4. LEARNING TASKS
4.1.  Entrepreneurship and Small Scale Agro-Industries 
4.1.1.  Introduction 

This learning task is designed to familiarize students with the essence of entrepreneurship; the role of the entrepreneur; the role of small-scale agro industries in economic development(emphasis zing mainly on Ethiopian context); common problems in organizing agribusiness firms; types, functions and behavioral patterns of entrepreneurs; business plan preparation; financing small-scale agro-industries and the place of gender in entrepreneurship.  It is hoped that upon the successful completion of the educational task, students will be able to grasp fundamental secrets in entrepreneurship and obtain the ability to work as entrepreneurs themselves.
4.1.2. Objectives 
Up on completion of this learning task, students will:

· Differentiate between entrepreneur and entrepreneurship

· Identify the main characteristics of entrepreneur and entrepreneurship

· Identify the role of entrepreneur and entrepreneurship

· Identify the main traits to entrepreneurs

· Identify the types and functions of entrepreneurs 

· Identify the main elements of a business plan and develop a business plan

· Differentiate alternative financing sources for entrepreneurial businesses
· Distinguish the resource management mechanisms used for business enterprises

· Understand the challenges and role of gender in entrepreneurship 
· Understand how small scale agro-industries facilitate economic development process

· Identify the common problems entrepreneurs face while organizing agribusiness
4.1.3. Sections 
4.1.3.1.  Section I: Characteristics and Role of Entrepreneurship and Entrepreneurs

Pre-test
What is the difference between entrepreneur and entrepreneurship? 
…………………………………………………………………………………………………………………………………………………………………………………………
Mention some characteristic features of entrepreneurs and entrepreneurship? 
…………………………………………………………………………………………………………………………………………………………………………………………………
Can you list some roles of entrepreneur and entrepreneurship?

…………………………………………………………………………………………………………………………………………………………………………
Section content
· Basic concepts and definitions of entrepreneurs and entrepreneurship
· Definitions of Entrepreneur(s)

· Definitions of entrepreneurship 
· Definition of enterprise 
· Major characteristic features of successful entrepreneurs and entrepreneurship

· Role of entrepreneurs and entrepreneurship 

· Learning activity one

· Summary
Definitions of Entrepreneur(s)

The word entrepreneur stems: from the French word ‘entrependre’ meaning one who undertakes or one who is a ‘go-between’. In other words, it implies a person who starts an enterprise. Besides, different field of studies defined entrepreneur in various ways. For instance, economists view entrepreneur as a fourth factor of production along with land, labor and capital. While, the sociologists feel that certain communities and cultures promote entrepreneurship like in India Gujaratis and Sindhis are very enterprising. Still others feel that entrepreneurs are innovators who come up with new ideas for products, markets or techniques.

To put it very simply, an entrepreneur is someone who perceives opportunity, organizes resources needed for exploiting that opportunity and exploits it. For instance, Computers, mobile phones, washing machines, ATMs, Credit Cards, Courier Service, and Ready to eat Foods are all examples of entrepreneurial ideas that got converted into products or services.
The word entrepreneur is defined by different authors in different periods. This implies that, there is no single definition to entrepreneur. To see the progress on how entrepreneur is defined, some of the definitions are given below. They are listed chronologically.

From the historical point of view, the French economist Richard Cantillon was the first to introduce the concept ‘entrepreneur’ in the early 18th century. Accordingly, an entrepreneur is a person who pays a certain price for a product to resell it at an uncertain price, thereby making decisions about obtaining and using the resources while consequently admitting the risk of enterprise (Cantillon, 1725).
According to J.B. Say (1803), an entrepreneur is an economic agent who unites all means of production- land of one, the labor of another and the capital of yet another and thus produces a product. By selling the product in the market he pays rent of land, wages to labor, interest on capital and what remains is his profit. He shifts economic resources out of an area of lower and into an area of higher productivity and greater yield.
Schumpeter (1934) defined entrepreneurs are innovators who use a process of shattering the status quo of the existing products and services, to set up new products, new services.  

According to David McClleland (1961), an entrepreneur is a person with a high need for achievement. He is energetic and a moderate risk taker.

For Peter Drucker (1964), an entrepreneur is the one who searches for change, responds to it and exploits opportunities. Innovation is a specific tool of an entrepreneur hence an effective entrepreneur converts a source into a resource.
Whereas Kilby (1971) emphasized the role of an imitator entrepreneur who does not innovate but imitates technologies innovated by others. According to this author, imitator entrepreneurs are very important in developing economies.
In the words of Albert Shapero (1975), entrepreneurs take initiative, accept risk of failure and have an internal locus of control:

G. Pinchot (1983) Intrapreneur is an entrepreneur within an already established organization.
Definitions of entrepreneurship
There are as many definitions of the concept’ entrepreneurship’ as there are textbooks on the subject matter.
Entrepreneurship can be described as a process of action an entrepreneur undertakes to establish his enterprise. Entrepreneurship is also a creative activity. It is the ability to create and build something from practically nothing. It is a knack of sensing opportunity where others see chaos, contradiction and confusion. Alternatively, entrepreneurship is considered as the attitude of mind to seek opportunities, take calculated risks and derive benefits by setting up a venture. Above concepts implies that, entrepreneurship comprises of numerous activities involved in conception, creation and running an enterprise.
According to Peter Drucker entrepreneurship is defined as ‘a systematic innovation, which consists in the purposeful and organized search for changes, and it is the systematic analysis of the opportunities such changes might offer for economic and social innovation.’

Entrepreneurship is a discipline with a knowledge base theory. It is an outcome of complex socio-economic, psychological, technological, legal and other factors. It is a dynamic and risky process. It involves a fusion of capital, technology and human talent. Entrepreneurship is equally applicable to big and small businesses, to economic and non-economic activities.  Different entrepreneurs might have some common traits but all of them will have some different and unique features. If we just concentrate on the entrepreneurs then there will be as many models as there are ventures and we will not be able to predict or plan, how and where, and when these entrepreneurs will start their ventures. 

Entrepreneurship is a process. It is not a combination of some stray incidents. It is the purposeful and organized search for change, conducted after systematic analysis of opportunities in the environment. Entrepreneurship is a philosophy- it is the way one thinks, one acts and therefore it can exist in any situation be it business or government or in the field of education, science and technology or poverty alleviation or any others.

Let’s consider some definitions given for entrepreneurship based on the chronological order. This is helpful to understand improvements, if any, through time about the concept of entrepreneurship by different scholars.

Cantillon (1730) viewed entrepreneurship as ‘self employment of any sort.’

.

Schumpeter (1934) equated entrepreneurship with the concept of innovation applied to a business context while emphasizing the combination of resources. 
Penrose (1963) viewed entrepreneurship as the activity that involves identifying opportunities within the economic system.  
Leibenstein (1979) defined entrepreneurship as activities necessary to create or carry on an enterprise where not all markets are well established or clearly defined and/or in which relevant parts of the production function are not completely known. 
Thus, from the definitions above we can see that various scholars, over the years, while defining the concept, entrepreneurship, laid emphases on a wide spectrum of activities such as: 
· Self-employment of any sort.  
· Creation of organizations. 
· Innovation applied to a business context. 
· The combination of resources. 
· Identification and exploitation of opportunities within the economic system or market. 
· The bringing together of factors of production under uncertainty. 
And hence, any action that involves one or all of the above activities can be regarded as entrepreneurship.
Before going to see what an enterprise mean, it is important to see the difference between entrepreneur and entrepreneurship. Accordingly,

· The term entrepreneur is used to describe men and women who establish and manage their own business. The process involved is called entrepreneurship. 
· Entrepreneurship is an abstraction whereas entrepreneurs are tangible people.
·  Entrepreneurship is a process and an entrepreneur is a person. 
· Entrepreneurship is the outcome of complex socio-economic, psychological and other factors. Entrepreneur is the key individual central to entrepreneurship who makes things happen. 
· Entrepreneur is the actor, entrepreneurship is the act. 
· Entrepreneurship is the most effective way of bridging the gap between science and the market place by creating new enterprises. An entrepreneur is the catalyst who brings about this change.   

Definition of enterprise 

Entrepreneur is a person who starts an enterprise. The process of creation is called entrepreneurship. The entrepreneur is the actor and entrepreneurship is the act. The outcome of the actor and the act is called the enterprise. An enterprise is the business organization that is formed and which provides goods and services, creates jobs, contributes to national income, exports and over all economic development.  
The relationship among the three above discussed concepts (entrepreneur, entrepreneurship and enterprise) can possibly be depicted in Figure 1.





Figure 1. The relationship among entrepreneur, entrepreneurship and enterprise
Role of entrepreneurs
An entrepreneur coordinates other factors of production: this aspect does not only assembling the factors but also to see that the best combination of factors is made available for production process. The entrepreneur also takes risks: This is one of the important roles of entrepreneurs. The quantum of profit an entrepreneur gets is directly proportionate to the risks he/she takes. Risks are generally based on the anticipation of demand.
The entrepreneur also innovates: Innovation is assumed to different from invention. While invention is the work of scientists, innovation implies the commercial application of an invention. According to Schumpeter (1947) distinguished the entrepreneur from the inventor and his reasons are twofold: On the one hand, an innovation is not always based on a new invention. Often it is not more than a creative rearrangement of well known factors. On the other hand, he stressed the importance of transforming ideas into action: innovation is more than invention. The distinctly entrepreneurial activities, which can be specified only with difficulty, are therefore summarized as ‘getting a new thing done’. The entrepreneur does not necessarily have to be a capital-owner himself, nor does he/she always have to carry a large business risk. In the same way, not every business owner can be supposed to be an entrepreneur. Only the actual fulfillment of the characteristic innovation function constitutes the entrepreneur, whether he/she is self-employed or an employee. However, as an innovative personality the Schumpeterian entrepreneur is always an exceptional figure.
As an innovator, the entrepreneur assumes the role of a pioneer and an industrial leader. The entrepreneur, among others, can undertake any or all of the following categories of innovation:

· Introduction of a new good or a new quality of good

· Introduction of a new method of production

· The opening of a new market

· The conquest of a new source of supply of raw materials

· Carrying out of a new organization of any industry

Characteristics of Successful Entrepreneurs 

While entrepreneurs have in common certain characteristics and skills, there is a wide range of individuality among them. For instance in sports, some athletes do well because they love a sport and are trained to play it. They have developed their skills. Others are full of natural talent and require much less special training. Still others simply find their own successful approach to playing a sport even though they may not have been trained. Besides, while there is no recipe (formula) for becoming a successful entrepreneur, certain characteristics are associated with entrepreneurial success. Some of them are listed as follows:

They do what they love most:  According to researches, one of the most important qualities associated with successful entrepreneurship is passion. When people feel committed to what they are doing and when they care deeply about it, they stand the best chance of being successful at it. The heart must become an ally of the mind. Let’s consider the popular business saying (If your mind can conceive it, and your heart can believe it, then you can achieve it!). Along with this, it is important to consider that entrepreneurs typically care more about what they are doing than how much money they might make. They must earn an income, of course, or they cannot continue to be entrepreneurs; however, the amount they earn often is secondary to achieving their goals.
They have self confidence on what they are doing: this is another key quality of successful entrepreneurs. If you are thinking that you would like to be an entrepreneur, do you have confidence in your ability to succeed? Every entrepreneur encounters problems, and you have to believe you can overcome them. In other words, if you feel that you lack self-confidence, perhaps you are not fully appreciative of your past accomplishments. Think about all the things you have done. Have you participated in activities at school like music, art and sports? Have you held part-time jobs? Do you do chores regularly at home? When you think about all of the things you have accomplished, you will find that you have every right to be self-confident. Successful entrepreneurs believe not only that they are capable of success but also believe that they are worthy of success.
Another important characteristic feature of successful entrepreneur is that they are self-reliant: When we say entrepreneurs are self-reliant, it implies that they do not wait for others to tell them what to do. They are self-starters and feel confident making decisions.
To accomplish their goals and make their vision a reality, successful entrepreneurs must have drive, persistence, ability to complete tasks, and be willing to work hard. Additionally, they are opportunity-focused and forward-looking. They are able to set both short- and long-term goals. They create a vision of what they want their future to be, and then they work to achieve it. As a result of these qualities, successful entrepreneurs consider problems as opportunities.

Entrepreneurs are also risk takers: While most people try to avoid risk, successful entrepreneurs are willing to take risks. Because, entrepreneurs understand that risk is a natural part of trying to achieve goals. Their self-confidence helps them to accept the challenges of the risks they take.
Entrepreneurs tend to thrive (succeed) on competition. While they may actively compete with others, they are more likely to compete against themselves. In other words, they are constantly trying to improve their own performance regardless of what others may be doing.
Another important feature is that, although they may not realize it, most entrepreneurs are creative. This does not mean they paint pictures or write poetry (though it can); rather, it means they find innovative ways to solve problems. They always look for new and better ways to do things i.e. ways that have not occurred to others. Believe in your ability to be creative. Experts tell us that the biggest block to creativity is thinking you are not creative.
Entrepreneurs are also willing to learn (are information seekers): They may already know a great deal, yet they recognize that no one knows everything, and that they can learn valuable information from others. Entrepreneurs who are not open to learning often compromise the degree of success they will be able to achieve.
Besides above listed characteristic features, entrepreneurs need the skills that will help them to succeed. Because, having the right attitudes and characteristics may not be enough to be successful. Accordingly, entrepreneurs can acquire skills if they are willing to learn them or they can hire people to work for them who have the needed skills. In either ways, the following skills are considered to be important for the success of the entrepreneur’s business.

Ability to plan:  The ability to plan is a key skill for entrepreneurs. They must be able to develop plans to meet goals in a variety of areas, including finance, marketing, production, sales and personnel (hiring and maintaining productive and satisfied employees).
Communication skills:  Entrepreneurs should be able to explain, discuss, sell and market their good or service. It is important to be able to interact effectively with your business team. Additionally, entrepreneurs need to be able to express themselves clearly both verbally and in writing. They also should have strong reading comprehension skills to understand contracts and other forms of written business communication.
Marketing skills: A business’s success or failure is very dependent on whether the business reaches the market (its potential customers), interests the market and results in those in the market deciding to buy. Many entrepreneurs who failed started with an innovative good or service that with proper marketing could have been very successful. Good marketing skills, that results in people wanting to buy your good or service, are critical for entrepreneurial success.
Interpersonal skills: Entrepreneurs constantly interact with people, including customers and clients, employees, financial lenders, investors, lawyers and accountants, to name a few. And hence, the ability to establish and maintain positive relationships is crucial to the success of the entrepreneur’s business venture.
Basic management skills:  The entrepreneur must be able to manage every component of a business. Even if entrepreneurs hire managers to attend to daily details, they must understand if their business has the right resources and if those resources are being used effectively. They must ensure that all the positions in their business are occupied by effective people.

Personal effectiveness: In order to handle the pressures of their busy lifestyles, entrepreneurs must have the ability to manage time well and to take care of personal business efficiently. Because first impressions are so important, entrepreneurs must also pay attention to such things as personal appearance and telephone skills. For example, think of the difference in the impression made by someone who answers the phone by saying, “Yeah?” versus saying, “Computer Support Services, this is Alex. How may I help you?” Additionally, entrepreneurs benefit a great deal by being aware of their own strengths and weaknesses.

Team building skills:  Because entrepreneurs usually assemble a team of skilled people who help them achieve business success, they must be able to effectively develop and manage the team.
Leadership skills:  One of the most important leadership skills an entrepreneur must have is the ability to develop a vision for the company and to inspire the company employees to pursue that vision as a team. The expression “people would rather be led than managed” applies especially well to an entrepreneurial venture.
Few entrepreneurs possess every skill needed to ensure business success. For example, they often look to outside experts for help in areas such as strategic planning, accounting and finances, contracts and legal issues, and specialized marketing. Moreover; entrepreneurs must have the ability to evaluate realistically their own skills and to know when to draw on the skills of others. 

Learning activity one
· Students will brainstorm through pre-test questions; the instructor will give lecture and students will discuss by forming small groups the class room.
Contionous assessment
· Quiz (5 %)
Summary 

Due to the existence of many definitions, offering a specific and unambiguous definition of the term entrepreneurship and entrepreneur presents a challenge. The main difference between entrepreneur and entrepreneurship lies on their attachment. Entrepreneur is a person while entrepreneurship is a process. When it is put in other way, entrepreneurship is a process undertaken by entrepreneur to augment his/her business interest. Entrepreneurship is a function of seeing investment and production opportunity, organizing an enterprise to undertake a new production process, raising capital, hiring labor, arranging for the supply of raw materials and selecting managers for the day to day operation of an enterprise. Through the process of entrepreneurship, entrepreneur organizes an enterprise that is committed to undertake the basic activities essential in making and selling entrepreneur’s product. The characteristics, nature, feature or qualities of entrepreneur as an individual are essential to contribute to the success of an enterprise. The major characteristic of successful entrepreneur as an individual with technical competence, risk taking, high initiative, good judgment, intelligence to analyze and solve problem areas, leadership qualities, confidence, positive attitude, high level of energy, creativeness, honesty, integrity, emotional stability and fairness. 

4.1.3.2.  Section II: Traits, types and functions of entrepreneurs 
Pre-test

Please, list some major qualities/characters of entrepreneur(s)? 

………………………………………………………………………………………………………………………………………………………………………………………….

Try to mention types of entrepreneur(s)?
……………………………………………………………………………………………………………………………………………………………………………………………

Question 3.What do you think about entrepreneur(s) functions?

………………………………………………………………………………………………………………………………………………………………………………………………
Section content

· Major qualities /characters of entrepreneurs 
· Intelligence and creative thinking
· Ability to state clear objectives

· Keeping their business secrecy

· Good human relationship ability 

· Effective communication ability

· Technical knowledge

· Decision making ability

· Risk bearing nature

· Self-confidence

· Types of Entrepreneurs 
· Types of entrepreneurs based on ownership

· Types of entrepreneurs based on personality traits and business running style 

· Types of entrepreneurs based on the type of business

· Types of entrepreneurs based on stages of business development

· Types of entrepreneurs based on motivation levels

· Types of entrepreneurs based on technology used(expertise)

Other categories of entrepreneurs
· Functions of Entrepreneur(s) and entrepreneurship
· General functions of entrepreneurs

· Specific functions of entrepreneurs

· Functions of entrepreneurship

· Learning activity two
· Summary 

Major qualities /characters of entrepreneurs 
To be successful, entrepreneurs are assumed to have the following traits. 

Mental ability: This consists of mainly intelligence and creative thinking. An entrepreneur should be intelligent and must have an analytical mind. Besides, an entrepreneur is also expected to have the capacity to analyze problems and able to study the various situations under which decisions have to be made.

Clear objectives: Entrepreneurs are expected to have a clear business objective. This is because the fact that without clear objectives, entrepreneurs cannot be successful. So, successful entrepreneurs need to have clear objective to establish their product in the market, to make profit and to render social services.

Business secrecy: Entrepreneurs are expected to guard their business secrets to succeed in the market. This is crucial trait because leakage of business secrets to competitors leads them to lose business. This highlights the care needed by entrepreneurs while selecting their subordinates (partners).

Good human relations ability: Entrepreneurs are expected to have good communication with their customers to earn more profit and win their confidence in the products delivered.

Effective communication: Effective communication ability is considered as the secret of success for many entrepreneurs. In other words, having good communication enhances entrepreneurs to put their points effectively and with clarity. 

Technical knowledge:  With advancement of business, entrepreneurs are dealing with situations where sophisticated technologies are used. As a result, to be successful entrepreneurs are expected to have a reasonable level of technical knowledge.

Decision making ability: As it is known, running a given enterprise requires taking various decisions. Then, entrepreneurs are expected to have the capacity to analyze different aspects of their business to make decisions.

Risk bearing: Risk is considered as inherent and inseparable element of entrepreneurships. In other words, entrepreneurs are always confronted with ‘no risk, no business’ or ‘no risk, no gain’ choices. And hence, entrepreneurs are expected to have risk bearing character.

Self-confidence: In the world of competitive business, entrepreneurs are expected to have the mental capacity to face any situations. They also need to have the ability to inspire others. These will be achieved if entrepreneurs have the confidence in themselves that lead them to determination for achieve their goals.

· Types of Entrepreneurs 
· Types of entrepreneurs based on ownership

· Types of entrepreneurs based on personality traits and business running style 
· Types of entrepreneurs based on the type of business
· Types of entrepreneurs based on stages of business development

· Types of entrepreneurs based on motivation levels
· Types of entrepreneurs based on technology used(expertise)
· Other categories of entrepreneurs
Types of Entrepreneur(s) 
In the preceding section, definition and some illustrations are given about entrepreneurs. This section of the module is devoted to types or classification of entrepreneurs. Accordingly, entrepreneur(s) are of many types and classified based on different aspects. The main five classification basis, among others, include: Ownership, personality traits and style of running business, type of business, stages of development and others. The sub divisions based on these classification bases are discussed as follows.

Types of entrepreneur(s) based on ownership

Entrepreneur(s) is classified into four types based on the ownership of the business. These are: founder (pure) entrepreneur; second-generation operators of family owned business; franchisees and owner manager. They are discussed as follows.
Founder (pure) entrepreneur(s): Are those individuals who are the founder of the business. Moreover; they are the ones who conceptualize business plan and then put in efforts to make the plan a success.

Second-generation operators of family owned business: They are individuals who have inherited the business from their fathers and forefathers.

Franchisees: it is a method of doing business wherein the parent owner licenses his trade marks and tried and proves method of doing business to a franchisee in exchange for a recurring payment.

Owner manager: this refers to a person who buys a business from the founder and then invests his time and resources in it.
Types of entrepreneur(s) based on personality traits and business running style 

Based the personality traits and style of running the business, entrepreneur(s) are classified into five types. These include: the achiever, the induced entrepreneur, the idea generator, the real manager and the real achievers, respectively.

The achiever: These types of entrepreneurs have personal desires to excel. The only driver that pushes them is the desire to achieve something in life, the desire to make a mark in society, the desire to prove their excellence. They do not need any external stimulus but are self-driven.

The induced entrepreneur: These types of entrepreneur(s) are those induce by some external factors to start a business. These external factors, among others, include: government policies, unemployment, family support, facilitating institutional support etc.

The idea generator: These kinds of entrepreneur(s) are highly creative people, who are always in search of innovative ideas for setting up new business ventures. Accordingly, they enjoy the first mover’s advantage and are able to skim higher profits from the market.

Types of entrepreneur(s) based on the type of business

Based on the type of business, entrepreneur(s) is classified into five main types. These are: Business entrepreneur, industrial entrepreneur, trading entrepreneur, corporate entrepreneur and agricultural entrepreneur, respectively. Their short definition and characteristic are as follows.

Business entrepreneur: are individuals who conceive an idea for a new product or service and then create a business on materializing their idea in to reality. They tap both productions and marketing resource in their search to develop a new business opportunity. They may set up a big establishment or a small business unit such as printing press, textile processing house, advertizing agency, readymade armaments, etc. 
Industrial entrepreneur(s): Is entrepreneur who is into manufacturing of a product. Accordingly, he/she identifies the needs and wants of customers and then manufactures products to satisfy these needs and wants.
Trading entrepreneur(s): Is one who undertakes trading activities and is not concerned with the manufacturing of products. Rather, identifies potential markets, stimulates demand and generate interest among buyers to purchase a product.

Corporate entrepreneur: corporate entrepreneur is a person who demonstrates his innovative skill in organizing and managing a corporate undertaking which is registered under some act that give it a separate legal entity.

Agricultural entrepreneur(s): Agricultural entrepreneurs are those entrepreneurs who undertake business related to agricultural activities. These may include, farm equipments, fertilizers and other agricultural inputs.

Types of entrepreneur(s) based on stages of business development

Based on their stages of business development, entrepreneur(s) are classified into three main types. These are first generation entrepreneur(s), modern entrepreneur(s) and classical entrepreneur(s), respectively.

First generation entrepreneur(s): A first generation entrepreneur refers to the one who starts an industrial unit by means of an innovative skill. He or she is an innovator combining different technologies to produce a marketable product or service.

Modern entrepreneur(s): A modern entrepreneur is one who undertakes business to satisfy the contemporary (up to date/ current) demands of the market. In other words, a modern entrepreneur undertakes those ventures which suit the current socio-cultural trends. 

Classical entrepreneur(s): A classical entrepreneur is one whose aim is to maximize the economic returns at a level consistent with the survival of the firm, with or without element of growth. 

Types of entrepreneur(s) based on motivation levels
Motivation is the force that influences the effect of the entrepreneur to achieve his or her objective. Based on this aspect, entrepreneurs are classified into four types. These are: pure entrepreneur, induced entrepreneur, motivated entrepreneur and Spontaneous Entrepreneur, respectively.
Pure Entrepreneurs: are those entrepreneurs motivated by psychological and economic rewards. The entrepreneur undertakes the enterprise for his personal satisfaction in work or status.
Induced Entrepreneur: -is the one who is induced to take up entrepreneurial task due to the policy measures of the government that provides assistance, incentive and necessary overhead facilities to start a venture.
Motivated Entrepreneur: motivation is the desire for self-fulfillment. They come into being because of the possibility of making and marketing some new product.
Spontaneous Entrepreneur: is one who is motivated by his/her natural talent to begin a business. This kind of entrepreneurs is very confident in their natural blessings from God and wants to undertake business because they believe their natural gifts will enable them to do so.

Types of entrepreneur(s) based on technology used (expertise)
The application of new technology in various sectors of national economy is essential for the future growth of business. Based on the technology used, entrepreneurs can be classified into three groups. These are: technical entrepreneurs, non-technical entrepreneurs and professional entrepreneurs, respectively.
Technical Entrepreneurs: These are those entrepreneurs that have technical knowledge regarding innovation of new products and concentrate on manufacturing (technical aspect) rather than marketing.
Non technical Entrepreneurs: These groups of entrepreneur are not concerned with technical aspect of a product rather they concentrate on developing alternative marketing, distribution and promotion aspects of their product rather than manufacturing aspect.
Professional Entrepreneurs: Are those entrepreneurs interested neither in the technical aspect nor in the non technical aspects of a product. In contrast, they are highly interested in establishing a business without a desire to manage or operate once a business is established. In other words, professional entrepreneurs sell their business ideas and look on to creating another business.

Other categories of entrepreneur(s)

Under this, others, category entrepreneur(s) is classified into four types. These are innovative entrepreneur(s), imitative entrepreneur(s), drone entrepreneur(s) and copreneurs. For clarity, they are defined as follows.

Innovative entrepreneur(s): are those full of creative ideas and offer innovate products to the society. It is because of these innovative entrepreneurs that many important changes occur in the society.

Imitative entrepreneur(s): These types of entrepreneur(s) adapt a successful innovation from others. The main reason for imitation is the risk-aversive nature of these entrepreneur(s). As a result of which, they do not try to develop new ideas or products.

Drone entrepreneur(s): Drone entrepreneur(s) are those not open to creativity and change. Hence, they do not like to changing the working of the enterprise (organization) with the changing times and customers preference.

Copreneurs: when both husband and wife together start and run a business venture then they are called copreneurs.

· Functions of Entrepreneur(s) and entrepreneurship
· General functions of entrepreneurs
· Specific functions of entrepreneurs

· Functions of entrepreneurship

General functions of entrepreneurs

Broadly speaking, there are three most important general functions performed by entrepreneurs. These are: innovation, risk taking and organizing. They are clearly defined as follows.

Innovation: One of the most important functions of an entrepreneur is innovation. Innovation implies doing new things or doing of things that are being done in a new way. Accordingly, entrepreneurs introduce far-reaching improvements in the quantity and quality of production line; considers the economic viability and technical feasibility of an invention; introduces new products; creates new markets; applies new process of production; discovery of new and better sources of raw materials; and developing a new and better form of industrial organization.
Risk taking: Despite the unpredictable future business nature, entrepreneurs are expected to take risks in this circumstance to run a business. If the venture succeeds, the entrepreneur gets profit while if does not succeed, lose will be the fate of the entrepreneur. In other words, risk taking or uncertainty bearing implies assuming the responsibility for loss that may occur due to unforeseen contingencies of the future. An entrepreneur provides or invests capital in order to establish and run the enterprise. He guarantees interest to lenders, wages to employees, rent to the landlord. After making payment to these persons little or nothing may be left for him. Thus business is a game of skill wherein risks and rewards both are great.
Organizing: organization and management of the enterprise is the main function of an entrepreneur. It implies bringing together the various factors of production. The purpose is to allocate the productive resources in order to minimize losses and reduce costs in production. While organizing, human resource and physical resources are among the two types of resources that are coordinated. Entrepreneurs coordinate human resources to create enterprise or a group of committed people. 

Specific functions of entrepreneurs

Kilby has classified the specific functions of entrepreneurs into four groups. These are: exchange relationship, political administration, management control and technology. Lets consider each of them.

Exchanges relationship: This aspect, among others, mainly constitutes perceiving market opportunity; gaining command over scarce resource; purchasing inputs; marketing of the product and responding to competition.
Political administration: The political administration function of entrepreneurs includes Dealing with the public bureaucracy; managing human relations within the firm and managing customer and supplier relations.

Management control: This aspect of entrepreneurs mainly constitutes managing finance and managing production.
Technology: As far as technology function of entrepreneurs is concerned, following points will be worth to mention. Acquiring and overseeing assembly of the factory; Industrial engineering (minimize inputs with a given production process); Upgrading process and product quality, and Introducing new production techniques and products. 
Learning activity two
· Students will brainstorm via pre-tests, the instructor will give lecture to the students and to check the progress of student’s performance and understanding level on the subject matter, test will be given.
Contionous assessment
· Test (10%)
Summary

The main qualities of successful entrepreneurs include: Intelligence and creative thinking; ability to state clear objectives; keeping their business secrecy; good human relationship ability; effective communication ability; technical knowledge; decision making ability; risk bearing nature and Self-confidence. Entrepreneurs can possibly be classified based on ownership; personality traits and business running style; the type of business; stages of development; motivation levels; technology used. There are three most important general functions performed by entrepreneurs. These are: innovation, risk taking and organizing.
4.1.3.3. Section III: Small Businesses and Forms of Business Organizations 
Definition of Micro and Small Enterprises
As the way of defining micro and small enterprises depends upon the scale and structure of business in the economy and varies from country to country, no universally accepted definition of micro and small enterprises is adopted. And as a result, different countries have defined MSEs by using various types of measures that depend on the level of development.

In search of a working definition for MSEs, nations and different organizations have tried to set different standards, and defined accordingly. ILO recommended that countries, in consultation with the most representative organizations of employers and workers and by taking national socio-economic conditions, should define their MSEs. Following this, there are many empirical evidences which have shown those varied definitions. For example, by making general distinction between self-employment, micro, small and medium sized businesses, the European Union followed this convention, as indicated in Malhotra et.al (2006) and defined as follows using number of employees as a basic criterion.
MSEs Definition in the European Union

	Number of Employees
	Business type (nomenclature)

	0
	Self-employed

	2-9
	Micro business

	10-49
	Small business

	50-249
	Medium-sized business


And in the case of African countries there are also varied working definitions of the micro and small businesses. The micro enterprise employs up to five employees with fixed assets (excluding land and building) not exceeding $10,000; small enterprises are those employing between 6 and 29 employees or having fixed assets (excluding land and building) not exceeding $100,000 in Ghana (Agyapong, 2010). And in Tanzania, micro enterprises are those engaging up to four people, in most cases family members or employing capital amounting up to TZS 5.0 million while  Small enterprises are mostly formalized businesses engaging between 5 and 49 employees or with capital investment from TZS 5 million to TZS 200 million (CTI, 2009). In the case of Zambia, Richardson et.al, (2004) reported that total capital investment and number of workers, like Tanzania and Ghana, are employed in distinguishing micro from small businesses. Accordingly, Micro business is any business whose total investment excluding land, machinery and buildings does not exceed US$10,000; where the total turnover does not exceed US$ 20,000, employs less than 10 people and registered with the ministry of commerce, trade and industry. whereas small business is whose total investment excluding land and buildings does not exceed US$50,000 for manufacturing and US$10,000 for trading and services; where the annual turnover does not exceed US$80, with 30employees and registered with the Ministry of Commerce, Trade and Industry.

In Ethiopia, the ministry of Trade and Industry (1997) adopted official definition of Micro and Small enterprises as follows: Micro enterprises are business enterprises found in all sectors of the Ethiopian economy with a total fixed assets of  birr 20,000 and lesser, except high-tech consultancy firms and other high-tech establishments. And, Small enterprises are business enterprises with a paid-up capital of more than birr 20,000 but not more than birr 500,000 excluding high-tech consultancy firms and other high-tech establishments. The Ethiopian Central Statistics Agency (2007) has also tried to define micro and small enterprises by only considering the type of sector involved and the manpower requirement.

And currently, The Ethiopian Federal Development Agency for Micro and Small Enterprises (FeMSEDA, 2010), to give more relevant working meanings of the MSEs, has modified the previous definitions as shown in the following table by considering the combination of manpower and total asset bases together.

Definition of MSEs

	Type (level of business involvement)
	Sector 
	Manpower 
	Total assets (in birr)

	Micro enterprises
	Industrial 
	≤ 5
	≤ 100,000

	
	Service 
	≤ 5
	≤ 50,000

	Small enterprises
	Industrial 
	6-30
	≤ 1,500,000

	
	Service 
	6-30
	≤ 500,000


Forms of Business Ownership

Based on their form: business organizations are classified as follows,

a. Sole proprietorship: These firms are owned by one person, usually the individual who has day-to-day responsibility for running the business. Sole proprietors own all the assets of the business and the profits generated by it. They also assume "complete personal" responsibility for all of its liabilities or debts. In the eyes of the law, you are one in the same with the business.

Characteristics of Sole proprietorship

· One owner, who retains all profits

· Single level of taxation (Schedule C)

· Unlimited personal liability for all debts and liabilities of business

· Business terminates on owner’s death

b. Partnership: In a Partnership, two or more people share ownership of a single business.  Like proprietorships, the law does not distinguish between the business and its owners.  The Partners should have a legal agreement that sets forth how decisions will be made, profits will be shared, disputes will be resolved, how future partners will be admitted to the partnership, how partners can be bought out, or what steps will be taken to dissolve the partnership when needed; Yes, it is hard to think about a “break-up” when the business is just getting started, but many partnerships split up at crisis times and unless there is a defined process, there will be even greater problems.  They also must decide up front how much time and capital each will contribute, etc. There two types of partnerships: General and Limited.
General Partnership

· Two or more owners (Partners) with voice in management

· Profits not taxed directly - flow through taxation

· Unlimited joint & several personal liability for firm’s debts and liabilities

· Any partner can commit the firm to obligations

· Business terminates with death of a partner

Limited Partnership

· One or more General Partners and one or more Limited Partners

· Limited Partner is not involved in management- investor only

· Limited Partner has limited personal liability

· Requires registration with PA Dept. of State Corporation Bureau

c. Corporation: A Corporation, chartered by the state in which it is headquartered, is considered by law to be a unique entity, separate and apart from those who own it.  A Corporation can be taxed; it can be sued; it can enter into contractual agreements.  The owners of a corporation are its shareholders.  The shareholders elect a board of directors to oversee the major policies and decisions.  The corporation has a life of its own and does not dissolve when ownership changes. 

d. Cooperatives: this type of business ownership is formed when many people are get together (not less than 10 in the Ethiopian case) and democratically decide to handle a business primarily for their needs.
4.1.3.4. Section IV: Developing a business plan 
Pre-test

What is a business plan?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Can you list the main elements that a business plan constitutes?
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Why do we need to develop a business plan?

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
Section content

· Definition(s) of a business plan
· Stages to develop a business plan

· Understanding the current status of the business enterprise
· Decide where you want to go
· Planning how to get there 
· Main elements(components) of a business plan
· Executive summary 
· Mission/vision statement
· Goals/objectives 
· Situation(SWOT) analysis 
· Marketing plan
· Financial plan, 
· Management plan, 
· Contingency plan and 
· Supporting documents.
· The three tests that a business plan has to pass 
· The reality test of a business plan

· The competitive test of a business plan

· The value test of a business plan

· Roles of developing business plan
· Learning activity three

· Summary
Definition(s) of a business plan

A business plan is defined as a written document describing the nature of the business, the sales and marketing strategy, and the financial background, and containing a projected profit and loss statement. Alternatively, a business plan is also a road map that provides directions so a business can plan its future and helps it avoid bumps in the road. The time you spend making your business plan thorough and accurate, and keeping it up-to-date, is an investment that pays big dividends in the long term.
The business plan covers what entrepreneurs intend to do with their business and how it will be done. The process of writing down what is involved in bringing ideas to reality requires dealing with the why, what, who, how, where, when, and how much of entrepreneurs venture. Writing a business plan forces entrepreneurs to take a deep look at their idea and how they will turn it into a business. Doing so helps entrepreneurs to recognize areas that need rethinking or support. In other words, like every other aspect of business operations, business plans are not cast in concrete, rather they are the snapshot of what current circumstances are and what is considered to be likely in the future. The plan offers a strategic starting point for the business, and it helps a business be proactive as it moves forward.

A business plan also provides a picture of where you currently are, where you want to go and what you need to do to arrive at your destination. Business plans are essential to the effective operation of a business. The exercise of composing a business plan is not necessarily an enjoyable one; it requires considerable thought, a certain amount of research, and good discipline to collect and organize the information it contains. But, just as you would not typically embark on a trip to a totally new location without taking a look at what you need to get there, so, too, does a business plan provide you with the guidance necessary to begin the operation of your business.
The development of a sound business plan is of crucial importance to both entrepreneurs and investors. Investors demand a comprehensive business plan in order to select worthwhile project. In order to convince investors of their winning business idea, entrepreneurs have to put ample time and energy into the preparation of a business plan. Developing such a plan does not only help the entrepreneur to raise finance, but it also provides a benchmark to monitor the progress of his/her business idea. In this way, a business plan helps entrepreneurs to structure thoughts in a focused way. In other words, a business plan helps entrepreneurs to clarify their strategic thinking at an early stage and provides a road map for the future of their business.

Stages to develop a business plan

Planning is a means not an end by itself. Accordingly, in the early stages, entrepreneurs prepare a preliminary business plan. The business plan will be finalized as the enterprise develops. A business plan may be a short term or a long term; it may be strategic or operational but serving one major purpose. This is to provide guidance and structure to management in a rapidly changing market environment. Developing a business plan for a venture is considered to constitute there stages. These are: Understanding the current status of the business enterprise; determining where the business enterprises want to go and planning how to achieve the target, respectively.

Stage one: Understanding the current status of the business enterprise: This stage of a business plan incorporates the following aspects.

First: Understanding your product or service and how it is better and/or worse than that of your competitors – your competitive advantage. The competitive advantage of a given entrepreneur can possibly be accessed through following questions.
· How do you compete in terms of price, quality and?

· Is the product or service differentiated in any way? How can this be reinforced?

· Can the product or service be easily copied?

· Can you discern any patterns in successful or unsuccessful competitors?

Second: Understanding who your customers are and why and how they will buy from you. This aspect needs to answer following questions to clearly identify customers.

· Can you identify market segments and can you get to them?

· Are your existing customers happy with the product or service?

· What is good and bad about your marketing mix?

· Can more customers be found who are similar to your existing customers?

· Are you selling to a niche market?

Third: Understanding your own and your firm’s strengths and weaknesses.

· What are your own aims, your own strengths and weaknesses?

· How good are your people and your facilities?

· Are you good at leadership and communication?

· What are the critical success factors – those things that it is crucial that you get right if you are to grow?

· What will be the critical problem areas if you grow?

· Do you have money of your own to put into the business?

Fourth: Understanding the opportunities and threats that the market might present you with:

· Are market tastes changing?

· Is the market growing?

· Are there changes in the social, economic, political or technological environment that are likely to affect you in the future?

· How easy is it for competitors to come into your industry?

· Do you have new product or service ideas?

Stage two: Decide where you want to go:

Decide the general aims you have for your business and for you. Do you want a lifestyle or do you want to go for growth? For some firms, aims become ‘mission statements’ – statement of what the owner-manager wants the business to become. For example, a medical general practice came up with the mission ‘to provide the best possible healthcare for patients at all times by responding to needs, providing accessible medical and anticipatory care of the highest quality and doing all that is possible to improve the social environment of the community’.

Set some specific objectives that signal you have achieved your aims. Objectives must be qualified, bounded in time and realistically achievable. They can then serve as useful goals and yardsticks against which to judge your performance. For example, an objective might be to achieve profit growth of 10 percent with a minimum return on capital of 15 percent. Objectives are the milestones on your journey. They tell you where you are going and let you know when you have arrived.

Stage three: Planning how to get there:

Strategies need to be developed to enable you to achieve your objectives. Strategies are ‘how to’ statements. They are not complicated; they are just ‘joined-up’ tasks. Their development involves co-ordination of the different management functions marketing, operations, people and finance.
In particular, you will need to develop a marketing plan that produces a consistent and coherent marketing mix to address how to sell the product or service to the different customers.

You will need to draw up financial budgets – profit and cash flow forecasts to see what financial resources are needed to undertake the plan. Do you need to attract investors? Can you? If not, your plans might have to be modified. 
Main elements (components) of a business plan

Despite the availability of several approaches to organize a business plan, the following elements are considered to be common to most business plans. These include: executive summary, mission/vision statement, goals/objectives, situation analysis (i.e. SWOT), marketing plan, financial plan, management plan, and contingency plan and supporting documents. The brief introduction to each business plan elements is given as follows.

Executive summary: The Executive summary, in most cases, is a one-to three pages overview of the entire plan’s content. Besides, the executive summary provides the reader a quick look at the goals, plans and purposes of the business. A prospective lender often uses the executive summary to determine whether it is worth the time to read the entire plan. As a result of which, entrepreneurs are expected to be conscious whether their executive summary offers a picture of their proposed operation. In other words, the purpose of the executive summary is to catch the interest of the investors and to make them read on. Accordingly, this section of the business plan has to provide a comprehensive overview of the entire business opportunity.

Furthermore; under the executive summary of the business plan, the entrepreneur has to take into account whether it made readers to grasp the business logic and organization behind the new venture. It should also indicate some key financials; the amount of external finance needed and exit opportunities for the investors. For this, entrepreneurs are expected to clearly indicate the business idea and model under the executive summary section with in up to three pages.

It is worthwhile to mention about when entrepreneurs have to write the executive summary of their business plan. Accordingly, the executive Summary should be the last section entrepreneurs write after they have worked out all the details of their business plan. This is due to the fact that, once they developed the full detail of the business plan, they will be in a better position to summarize it.
Mission/vision statement: This is part explains the purpose of the business. Clearly stated mission or vision statement helps to communicate the message of the business plan quickly and effectively to those outside the business operation. In other words, the mission statement briefly explains the thrust of your business and hence should be as direct and focused as possible. And it should also leave the reader with a clear picture of what your business is all about. In most cases, the mission statement ranges from 25-50 words.
Among others, points that are expected to be indicated in the mission statement section of the business plan include: Date the business began; names of the founders and their functions; number of employees; location of the business and any branches or subsidiaries; description of plant or facilities; products manufactured/services rendered; banking relationships and information regarding current investors; Summary of company growth including financial or market highlights (e.g. you became the first company in your industry to provide a certain service) and Summary of the management's future plans.
As far as starting a new business is concerned, it will be difficult to incorporate all above listed information in the mission statement. In this case, an entrepreneur is expected to focus on his/her experience and background as well as the decisions that led you to start this particular enterprise. Moreover; try to include information about the problems your target market has and what solutions you provide. Show how the expertise you have will allow you to make significant inroads into the market.
Situational analysis: The Situational Analysis considers, both, the internal and external factors that can affect the success of the business. The internal factors review the enterprise’s strengths and weaknesses; the external factors evaluate the enterprise’s opportunities for success and threats to its potential success. 
Marketing Plan: The marketing section of the business plan outlines the enterprise’s proposed target market, the “4 P’s” of the strategy (product/service, pricing strategy, promotional strategy and logistics), and the steps that the enterprise expects to follow in order to grow its business. 
Financial Plan: The financial plan contains
all of the financial statements, budgets and financial analyses that
 show the projected income and expenses for the enterprise. Most lenders and investors pay very close attention to the information contained in both the marketing and financial sections of a business plan. So, special care should be taken to assure that the analysis is thorough and realistic. 
Management Plan: The management section describes the owners and managers of the business, their educational backgrounds and experience. Lenders are concerned about business owners who have an understanding of the nuts and bolts
of business operations, and more specifically, experience in the type of business that will be operating on borrowed capital.
Contingency Plan: Another term for a contingency plan is “exit strategy”. While most new businesses shy away from the idea that their enterprise might not be successful, the basic facts of business existence are that four of every five new ventures do fail. Entrepreneurs should consider carefully the conditions under which they will decide to close the operation. In general, an ongoing operating loss, without any hope of recovering the capital, is a good measure to use in deciding to close an enterprise.

Supporting Documents: Supporting documents is the last section of a business plan and consists of additional material that will bolster the information contained in the business plan. In other words, it should contain items important to the development of the financial data used in the business plan. These can include, partially, more detailed financial and cash flow statements; copies of lease agreements for land and/or equipment; information from advisors and/or consultants who have assisted (or who will assist) in the operation of the business; copies of market research data; copies of orders on hand; copies of contracts; letters of intent; letters of endorsement; patent information; marketing data not shown in marketing section; maps; floor plans; demographics; license information; purchase and sales agreements; partnership agreements; organization charts; historical financial data if purchasing a business  and any pertinent data used in the development of the plan or to be used in the operation of the business.
The Three Tests of a Business Plan  

The success of a given business plan does not only depend on whether it incorporates the main elements but also expected to pass three test. These include: the reality test, the competitive test and the value test, respectively. To have a clear overview about the difference among these tests, they are defined shortly as follows.
The reality test: This is the first tests that a businesses plan is expected to pass to determine its success. This test is mainly concerned with whether there exist real market(s) for the products or services produced by a given enterprise for which the business plan is developed.
The competitive test: After the reality test, a business plan is also expected to qualify for the competitive test. The prime target of this test is to evaluate a given enterprises position relative to its key competitors in the market. In other words, passing this test depends on the management’s ability to create an enterprise that will gain and edge over its rivals.

The value test: The third test, after the reality and competitive tests, a business plan has to succeed is called the reality test. This test deals with whether the investment offers investors or lenders an attractive rate of return or high probability of repayment.
Roles of developing business plan

As far as the question of why a business plan is needed, a typical business plan is written for one or more of the following reasons: 
First: A business plan helps to provide direction by making entrepreneurs discuss where they want to take their business enterprise and define what they want out of it. 
Second: A business plan provides structure to entrepreneurs thinking and helps them to be sure that they have covered all important areas of their business enterprise.

Third: A business plan prompts entrepreneurs to think about the future. For instance, a business plan might help them to consider what they would do when. Besides, once their business enterprise is developed, it attracts several competitors. A good business plan will include ideas for dealing with entrepreneur’s new competitors in the market and hence helps them to prepare their business enterprise for this situation (to be competent in the market). 

Fourth: A business plan will help entrepreneurs to communicate their idea, not only to financers, but also to their potential employees, suppliers, and customers. As a communication tool, a carefully developed business plan will provide something that other entrepreneurs can react to. Hence, a given entrepreneur can use their insights to help him/her develop a more successful business enterprise (venture).

Learning activity three
· Preparing sample business plan and presentation in the class room.
Continuous assessment
· The business plan document (10%)

· Presentation of the business plan (5%)
Role of preparing and presentation of a business plan: this will help students to grasp basic ideas of developing feasible business plan for entrepreneurial business.

Summary 

Business plan is a written document prepared by the individual entrepreneur or partners that describes the goals and objectives of the business along with steps necessary to achieve those goals by putting down in black and white the rationale for starting and operating a business. It is also referred as a proposal, a prospectus, or game plan. Preparing a business plan forces the entrepreneur to organize his/her thinking about the feasibility of his/her business idea and eliminates seat-of-the-pants and replaces oral statements of faith with documented logic and cold figures. The business planning process is simple but systematic and consists of three steps. These are, understanding where you are; deciding where you want to go and planning how to get there. Though there is no general all-purpose business plan for, each venture has its own unique set of factors and conditions. Writing a business plan is a unique opportunity for you to think through your business idea as thoroughly as possible before spending any of your money on hunches or half-baked ideas. Most business plans has to contain introductory Page (cover page), executive summary, sales and marketing, production, organization and management, and financial plan.

4.1.3.5.  Section IV: Financing entrepreneurial business and resource management 
Pre-test 
What is the difference between finance and financing?
…………………………………………………………………………………………………………………………………………
From where can business enterprises obtain finance for their new venture?
………………………………………………………………………………………………
What are the costs of financial resources incurred by entrepreneurial business?

……………………………………………………………………………………
Section content
· Introduction: Meaning of Finance 

· The process of finance
· Main types of Financial Resources
· Costs of finance 
· Capitals of Business enterprises
· Sources of finance for entrepreneurial businesses
· Equity financing 

· Debt financing
· Learning activity four
· Summary 
Introduction: Meaning of Finance 

Finance can be defined as the art and science of managing money. Finance is concerned with the process, institutions, markets involved in the transfer of money among and between individuals, business and governments.

The process of finance
Developing a financial plan for entrepreneurial business is done with two objectives. These are achieving positive cash flow and effectively investing excess cash flow to make the company grow. The process of financing entrepreneurial business consists of five basic steps:

Step 1: Estimating month-by-month flow of funds into the business from all the sources, including gains on external investments.

Step 2: Estimating month-by-month flow of funds out of the business, including both operating expenses and capital investments.

Step 3: Compare inflows and outflows. If cash flow is negative, determine how to make it positive, either by reducing the outflows or increasing the inflows. If cash flow is positive, determine how to invest excess funds most productively.

Step 4: Choose which capital investments should be made for continued growth. Determine the most cost effective combination of inside and outside sources of financing.

Step 5: Establish a system for tracking flow of funds and measuring the return on investment.
Main types of Financial Resources

Financial resources are those, which take a monetary form. Cash is the most liquid form of resources because it can be used readily to buy other resources. The following are all financial resources, which have a role to play in the entrepreneurial venture.

Cash in hand: The business has immediate access to this money. It may be held either as money, i.e. petty cash, or it may be stored in a bank’s current account or other direct access account. 

Overdraft facilities: Such facilities represent an agreement with a bank to withdraw more than is actually held in the venture’s current account. It is a short-term loan, which the business can call upon although overdrafts are normally quite expensive.

Loans: They represent money provided by backers, either institutional or private, which the business arranges to pay back in an agreed way over a fixed period at an agreed rate of interest. They may be secured against collaterals to reduce the risk of the loan to the backer.

Outstanding debtors: This represents cash owed to the business by individuals and firms, which have received goods and services from it. Many debtors will expect a period of grace before paying and it may not be easy to call in outstanding debt quickly. Outstanding debtors are one of the main reasons why cash flow may be negative in the early stages of the venture’s life.

Investment capital: This is money provided to the business by investors in return for a part-ownership or share in it. Investors are the true owners of the business. They are rewarded from the profits the business generates. The return they receive will be dependent on the performance of the business.

Investment in other businesses: Many businesses hold investments in other businesses. These investments may be in unrelated businesses but they are more often in suppliers or customers. If more than half a firm is owned, then it becomes a subsidiary of the holding firm. Investments can be made through personal or institutional agreements, or via publicly traded shares.  A firm does not normally exist solely to make investments in other firms.
Costs of finance

All financial resources have a cost. This cost takes one of two forms. 

Direct cost: It is the direct charge faced for having an overdraft, the interest on loans, the return expected by investors, etc
Opportunity cost: The potential return lost by not putting the money to some alternative use. For example, cash in hand and outstanding debts lose the interest that might be gained by putting the money into an interest-yielding account. 
NB: The cost of capital is the cost encountered when obtaining the money:

Capitals of Business enterprises

Capital is any form of wealth employed to produce more wealth for the business enterprise. It is commonly categorized into three groups: They are: fixed capital, working capital and growth capital.

Fixed capital: It is needed to purchase the business’s permanent or fixed assets such as building equipments, machinery etc.

Working capital: It represents the business’s temporary funds; it is the capital used to support the business’s normal short-term operation. It is current assets less current liabilities. It is used to buy inventory, pay bills, finance credit sales, pay wages and salaries and take care of any unexpected emergencies. It is used to offset the uneven flow of cash into and out of the business due to normal seasonal fluctuations.
Growth capital: It is required when an existing business is expanding or changing its primary direction. In order to expand an existing business, additional capital is needed to buy additional facilities 
Sources of finance for entrepreneurial businesses
From where can entrepreneurial business obtain the money it needs? The most obvious source would be revenues, or suppliers who may extend credit, or loans from financial institutions, or through stocks and bonds. Generally speaking, the goal of entrepreneurial business is to obtain money at the least cost and risk, whereas the goal of lenders and investors is to receive the highest possible returns on their investments at the least risk. There are two major sources of finance for entrepreneurial business. These are equity financing and debt financing.

Equity Financing: Equity financing represents the personal investment of the owner (owners) in business.  It typically does not require collateral and offers the investor some form of ownership position in the venture. The investor shares in the profits of the venture, as well as any disposition of assets on a pro rate basis. It is sometimes called risk capital because these investors assume the primary risk of losing their funds if the business fails. Raising new capital through equity means; giving up some percent of the firm’s ownership.

The advantages of equity financing include: 

· It does not have to be repaid as a loan does and 

· It guarantees the investor a voice in the operation of the business and a percentage of any future earnings. 

Some common sources of equity financing 

Personal Savings: Personal savings are the main sources of finance to start new businesses, followed by borrowing from friends and relatives. This is money that the entrepreneur saves. As a rule, the entrepreneur should expect to provide at least half of the start-up funds in a form of equity capital

Friends and Relatives: The most important alternative source of finance to own savings is borrowing from friends and relatives.

Partners: Are those who contribute capital together and share profits or losses. There can be general partners and limited partners.

Public Stock Sales: The owner could elect to incorporate and go public by selling stock. This is an effective method of raising needed capital, but it can be an expensive and time consuming process filled with regulatory nightmares. Once a company makes a public stock offering, nothing will ever be the same again. Before choosing to take a company public the entrepreneur should consider carefully both the advantages and disadvantages of making a public offering. These are shortly listed as follows.

The advantages of public stock sales

· Ability to raise large amounts of capital

· Improved access for future financing

· Improved corporate image

· Attracting and retaining key employees

· Using stock for acquisition

· Listing on a stock exchange

The disadvantages of public stock sales 

· Dilution of founders ownership

· Loss of privacy

Debt Financing: It involves the funds that the entrepreneur has borrowed and must repay with interest. Typically, debt financing requires some assets such as car, house, plant, machine or land which may be used as collateral.

Sources of Debt financing:

Not all of the sources of debt financing are equally favorable to the entrepreneur. Therefore, the entrepreneur should understand the various sources and their characteristics in order to increase the chance of obtaining a loan.

Commercial Banks: They are the very heart of the financial market, providing the greatest number and variety of loans. They are second only to entrepreneurs as compared to personal savings as a source of capital for launching business. The following are types of loans granted by commercial banks.

· Short-term Loans: They are used to replenish the working capital amount to finance the purchase of more inventories, boost output, finance credit sales to customers or take advantage of cash discounts.
· Intermediate and Long-term Loans: They are used to increase fixed and growth capital balances. It is granted for starting a business, constructing a plant, purchasing real estate and equipment, and other long-term investments. Loan repayments are normally made monthly or quarterly. 
· Unsecured Term Loans: They are granted primarily to those businesses with past operating experience indicating a high probability of repayment. Term loans normally involve very specific terms that may place restrictions and limitations on the firm’s financial decisions.
· Installment Loans: Loans repayable on periodical payments of equal amount until the loan are fully covered.
Commercial Finance Companies: They are institutions, which finance consumers through companies. They lend to companies so that they can sell on credit to consumers. However, they do not directly finance consumers.

Savings and loan associations: Are depository institutions established to encourage thrift among the public and create loan able money to small businesspersons. 
Stockbrokerage houses: They do not directly finance money but they mediate the financial institutions, which are ready to lend, and individual businesspersons who need capital for investment with commission.

Insurance companies: They take the risks associated with doing business. Besides, they give a financial guarantee to businesspersons to undertake a business.

Zero coupon bonds: They are securities that have no coupon payment but promise a single payment at maturity. The interest paid to the holder is the difference between the price paid for the security and the amount received upon maturity (or price received when sold). 
Learning activity four
· The instructor will give lecture and prepares a quiz to assess student’s level of understanding about financing and resource management in entrepreneurial businesses.
Contionous assessment
· Quiz (5%)
Summary 
Finance is the art and science of managing money concerned with the process, institutions, markets involved in the transfer of money among and between individuals, business and governments. Achieving a positive cash flow and effectively investing excess cash flow to make the enterprise grow are two main objectives of developing a financial plan for entrepreneurial business. Financial resources are those, which take a monetary form and have a role to play in the entrepreneurial venture. The common financial resources include: cash in hand, overdraft facilities, loans, outstanding debtors, investment capital as well as investment in other businesses. Capital is any form of wealth used to produce more wealth for entrepreneurial businesses and classified into three groups of fixed, working and growth capital. The two main sources of finance for entrepreneurial business are through equity and debt financing. The decision to start a new company occurs when an individual perceives that forming a new enterprise is both desirable and possible. To start a new entrepreneurial business, financial resources must be readily available. Most start-up money comes from personal savings, credit, and friends, but there is often a need for additional capital. Risk-capital availability plays an essential role in the development and growth of entrepreneurial activity. Business entrepreneurs has to properly manage the resources that they possess using different mechanisms such as record keeping, recruiting and hiring new employees, motivating and leading the team, financial control, managing costs and profits, taxes and ratio analysis. These mechanisms provide the entrepreneur to ensure that whether the projections and goals are met. 
4.1.3.6.  Section V: The Role of Gender in Entrepreneurship 
Pre-test
Do you think that both genders have equal opportunity in an entrepreneurship? Why?
………………………………………………………………………………………………………………………………………………………………………………………

Why do you think about the importance of gender in entrepreneurship?

……………………………………………………………………………………………………………………………………………………………………………………

List some of the barriers on women that hinder them to be entrepreneurs?

………………………………………………………………………………………………………………………
Section content
· Introduction 
· Barriers on women to become entrepreneurs

· Lack of appropriated women role models in entrepreneurship 
· Lack of experience

· Lack of relevant networks and societal positions 
· Lack of wealth
· Competing demands on time
· Measures to be taken to improve the role of women as entrepreneurs
· Learning task five

· Summary 

Introduction 
Women entrepreneurial development is one of the important areas, in which, many countries have been focusing upon as a part of over all human resource development. It is well ascertained by policy makers across the courtiers that strategic development of an economy requires equal participation and opportunities to all sect and genders. Entrepreneurial development is one of the significant factors for sustainable socio-economic development. Especially, development of women is inviting special significance because many Small and Medium Enterprises (SMEs) are well operated through women and though it is less recognized. In order to ensure better support from various levels, it is necessary to identify the motivational factors which influence women to become entrepreneurs.
Women entrepreneurs play an important role in the entrepreneurial economy, both in their ability to create jobs for themselves as well as for others. Despite this, in most countries women still represent a minority of those that start new firms, are self employed or are small business owner managers. And hence, there is a need for more women entrepreneurs that are expected to create more viable enterprises. Achieving this objective is not a simple task rather there is a need for immense effort to work against the specific obstacles that women faces in order to give them access to same opportunities as men. The following section discusses on factors that trigger women to become successful entrepreneurs.
Barriers on women to become entrepreneurs

According to some research findings, a number of common factors which present barriers to the successful transition for many women into business, self-employment or a social enterprise are identified. These mainly include, even if not only, lack of appropriated women role models in entrepreneurship; lack of previous experience; lack of relevant networks, and societal positions; lack wealth, and competing demands on time. They are shortly discussed as follows.
Lack of appropriated women role models in entrepreneurship: Role models are persons that by their attitudes, behaviors and actions establish the desirability and credibility as choice (in this case becoming an entrepreneur) for an individual. In the case of women entrepreneurs, it is difficult to find large number of them who can serve others as role models in entrepreneurship. There is a need to identify women role models because studies demonstrate that an individual will be more influenced by another individual of the same sex, as one’s aspirations and choices tend to be more influenced by persons of the same sex.

Besides role models, parents also play an important role because they function as carriers of value, emotions and experiences towards self-employment. In line with this, some authors suggests that children of self-employed parents are over-represented among firm owners and those trying to start a business.

Lack of previous experience: The ability to discover and exploit opportunities to create a new business depends largely on previous education and work experience. Some research findings demonstrate that highly educated women seem to choose other career options than self employment and entrepreneurship and that entrepreneurship is more dominated by unskilled women or very skilled or already wealthy women.
Lack of relevant networks and societal positions: Women have, in general, a lower social position than men, which affects the kind of networks they can access. As a result, they have less access to critical resources, support and information needed to successfully start and manage a new enterprise. Moreover; individual’s network provides emotional support, social persuasion and vicarious experience, which are central to whether or not a person engages in entrepreneurship and does so successfully. These imply that lack of business contacts and connections to other entrepreneurs may put women at a general disadvantage for recognizing business opportunities.

Besides the network among entrepreneurs, social capital is also considered as an essential resource for conducting business efficiently. This is because social capital contributes to the success and survival of women entrepreneur’s venture. Social capital can be defined as the benefits derived from an individual’s personal and professional networks. The people in those networks provide essential legal, financial and accounting advice; are often the source of needed financing; and can give specialized counsel crucial to an entrepreneur’s particular industry or firm. Many studies suggest, however, that women may have less or different access to social capital than men.

Lack of wealth: Women’s position in society has led to a lack of financial assets and relevant knowledge assets. The constraints of family obligations make it harder for women to take on a full time basis and to engage in a career and in many countries women, on average, earn less than men.
Competing demands on time: Because of domestic responsibilities, women do not have enough free time to develop either their entrepreneurial skills to become entrepreneurs or to develop an existing business. Findings of some studies suggest that lack of time is one barrier to most women, in most economies.

Besides above listed major obstacles on women, the external finance and sex discrimination are also as the major obstacle to start a new enterprise. In other words, they have difficulties to enter into informal financial networks or to access finance from financial institutions such as banks or other lending institutions. And hence, they are not viewed as entrepreneurs due to the attitudes formed by traditional gender roles and their types of enterprises (i.e. as personal services, care, etc) are not usually financed by financial institutions. 
Measures to be taken to improve the role of women as entrepreneurs
For effective promotion of women entrepreneurs, due attention has to be given to tackle the problems of different baselines for women aiming to start up or successfully run a business enterprise. Accordingly, for to promote entrepreneurship amongst women, the following measures (success factors) are indicated. 

· Presence of female mentors, trainers and advisers, to provide role models; 
· Group-based and individual measures, to give women a chance to network; 
· Start-up supporting measures on sectors that can provide women an adequate income; 
· Development training (to foster confidence and belief in women’s abilities as entrepreneurs); 
· Encouraging young women to become entrepreneurs; 
· Dedicated access to credit.
Learning activity five
· Students will brainstorm, the instructor will give lecture for students, students will discuss in group to share their experience about the role of gender.
Continuous assessment
· Quiz (5%)
Summary 

As part of their over all human resource development, many developing countries have been focusing on women entrepreneurial development. This is mainly because many Small and Medium Enterprises (SMEs) are well operated through women and though it is less recognized. To achieve this target, there is a need to identify the motivational factors which influence women to become entrepreneurs. Some of the factors that trigger women to become entrepreneurs include: lack of appropriated women role models in entrepreneurship; lack of entrepreneurial experience; lack of relevant networks and societal positions; lack of wealth and competing demands on time. As afar as the measures to be taken to improve the role of women as entrepreneurs, presence of female mentors, trainers and advisers, to provide role models; group-based and individual measures, to give women a chance to network; start-up supporting measures on sectors that can provide women an adequate income; development training (to foster confidence and belief in women’s abilities as entrepreneurs); encouraging young women to become entrepreneurs and dedicated access to credit are priority areas of focus.

4.1.3.7.  Section VI: Role of small –scale agro industries in economic development
Pre-test
What do you think about the role of small scale agro-industries in economic development?
……………………………………………………………………………………………………………………………………………………………………………………………………
Section content
· Introduction 
· Major roles of small agro industries in economic development 
· Learning activity six
· Summary 

Introduction 

Before going into detailed role of small scale agro industries in economic development, it is worthwhile to define what agro-industry is. Accordingly, agro-industry refers to an industry that uses or processes agricultural products as raw materials in its production process. This will help to promote the growth of the agricultural sector through the increased demand for agricultural products.

Small scale agro-industries, i.e. the processing, preservation and preparation of agricultural production for intermediate and final consumption performs a number of crucial functions that support development and poverty alleviation. For this, agriculture in connection with industry needs to be recognized by senior-level policy makers and industry leaders as a competitive, value-adding business sector that has a positive development impact and contributes to economic growth. Rather than focusing on agricultural productivity only, policy makers must consider the competitiveness of the entire agro-value chain. A comprehensive approach could include e.g. supporting small agro-producers and SMEs, enabling market access and developing a supportive institutional environment.

Major roles of small agro industries in economic development 

Employment and income generation: Small scale agro-industries play a fundamental role in employment creation and income generation. Particularly the food and beverages processing sector remains important at all levels of economic development. In addition to the direct employment effect, small agro-industries will generate employment in downstream and upstream sectors such as agriculture, commerce and services. Moreover; small scale agro-industries play a major role in pro-poor growth strategies, particularly in developing countries where more than half of the poor live in rural areas. As possibilities for income generation are restricted in rural areas, rural non-farm earnings from trading, agro-processing, manufacturing, commercial, and service activities constitute a significant part of household income. Furthermore; the development of small scale agro-industries can also have an important impact on the local agricultural sector as well as the livelihoods of small holder farmers, provided they can produce on a stable basis, supplying regular quantity and quality. The importance of agro- industry for employment is further emphasized by high and increasing levels of female involvement, especially in the non-traditional, high-value agro-chains (i.e. horticulture, fruits and fish products).

Ensuring food security: Agro-industry ensures food security.  It has a vital role in improving the poor people’s access to food or their purchasing ability, both in rural and urban areas.  The ability of agro-industries to promote the low-cost preservation, processing, marketing, and transportation of food will help provide the poor with cheaper food.

Promotion of socio-economic development: In this aspect, strong synergies can exist between small agro-industries, agriculture and poverty alleviation. Agro-industry provides capital and services to farmers (e.g. seeds and equipment, training, production and market information), promotes entrepreneurship, raises demand for agricultural products and connects farmers with markets through the handling, processing, marketing and distribution of agricultural products. As a result, productivity and quality of agricultural production, farm returns, and economic stability for rural households, food security and innovation throughout the value chain can be enhanced. Efficient agro-industry can therefore spur agricultural growth, and accompanied by a strong link with smallholders, reduce rural poverty.

Stabilization and regeneration: The development of rural agro-industries can play a major strategic role in stabilizing and regenerating countries and in consolidating rural and regional development. It can do this by providing employment and supporting wealth creation and economic growth in a decentralized manner in areas that have been affected by internal conflicts, natural catastrophes or out-migration resulting from uneven regional development. Developing agro-industry in such areas promotes a more balanced, decentralized growth within the country by generating productive employment alternatives. It thus not only reduces migration, especially of young unskilled labor into crowded cities, but it can even reverse migration trends by offering new employment opportunities in those affected areas, thereby alleviating social pressures and demands on public services within the city.

Integration into global markets: By introducing and accelerating technical innovations, promoting entrepreneurship and improving business practices along the chain, agro-based SMEs not only provide access to new domestic market outlets, but can essentially act as a launching pad for the integration of developing countries into global markets.  Developing countries have a natural comparative advantage in global markets in many agro-industry sectors. They have shown that they can be competitive in traditional tropical crops, but also in non-traditional exports and in components of the animal protein complex. Non-traditional food exports such as fruits, horticulture and fish products, as well as livestock products, have already become an important part of exports. 

However, due to protective trade regimes and distorted tariffs in developed countries, developing countries have been unable to increase their overall market share in world agricultural trade (including agricultural raw materials, fisheries, processed food, beverages and high-value products) since the 1980s.  Despite continuing barriers to trade, it is believed that developing countries can identify and explore export market opportunities by developing their agro-industry. The markets for organic, fair trade and origin products, for instance, are high-value outlets for agricultural products and demand from developed and some middle- income developing countries has been growing strongly over recent years. With the help of a competitive agro-industry that increases value-added and improves product safety and quality, the efficiency of technical processes and business practices, access to such potentially lucrative specialty markets would be facilitated. Crucial for successful integration into global agro-markets, however, are also issues such as adherence to standards, quality consistency, volume requirements and timely delivery.

Contribution to GDP and manufacturing: In countries like Indonesia, Chile, Brazil and Thailand, the agro-processing sector roughly account for more than a one third of the GDP. This figure ranges between one fifth and quarter in Sub-Saharan countries. In line with this, the production of primary goods and commodities, marketing and retailing, account for more than half of developing countries’ GDP. Furthermore; some trends illustrate that there are large value-adding opportunities in small scale agro-industries relative to agriculture. In low and middle income countries, the food processing sector is typically one of the largest industrial activities in terms of value-adding. Within manufacturing, the agro-processing sector occupies a significant position in overall turnover and value added in developing countries – though huge heterogeneity may exist among them. On average, productivity levels in food processing are above the manufacturing average, making it one of the more efficient economic sectors in least developed countries.

Learning activity six
· The instructor will provide lecture in the class room preceded by students brainstorm

Continuous assessment

· Quiz (5%)

Summary 

Agro-industry refers to an industry that uses or processes agricultural products as raw materials in its production process. In developing countries, in particular, small scale agro-industries perform a number of crucial functions that support economic development and poverty alleviation. Among other, employment and income generation; ensuring food security; promotion of socio-economic development; stabilization and regeneration; interrogation into global markets and contribution to GDP and manufacturing can be considered as major roles of small scale agro-industries.
4.1.3.8.  Section VII: Common problems in organizing agribusiness 
Pre-test
· What will you understand from agribusiness?

…………………………………………………………………………………………………………………………………………………………………………………………

· Discuss some of the problems that can be faced in organizing agribusiness?

…………………………………………………………………………………………………………………………………………………………………………………………

Section content
· Introduction
· Main problems in organizing agribusiness

· Learning activity seven 
· Summary 

Introduction
Despite the high role of agribusiness in economic development process of developing countries, they are constrained by many factors. As a result of which, agribusiness in these countries are unable to contribute as expected. Hence, identifying these problems will help to create enabling environments for agribusiness and small scale agro-industries. Some of the common problems in organizing agribusiness are discussed below.

Main problems in organizing agribusiness

Lack of access to finance: to organize agribusiness, enterprises are in need of better access to capital coming from investments, grants and loans as well as in need of better conditions for borrowers. Entrepreneurs require better credit mechanisms with regard to the treatment of collateral and a lowering of interest rates. Banks should also improve procedures and offer more information to increase transparency about the real risks faced by entrepreneurs; this also would contribute to providing capital under better conditions. An increase of capital in the financial market, possibly through foreign investments, could help lower interest rates. 

Lack of improvements in risk management strategies: The development of contracts, improvements in the agribusiness linkages, the use of futures markets and more transparent intervention by the government in markets will lead to improved risk management mechanisms. The reinforcement of risk management is considered as an important factor to stimulate new investments in the agricultural sector. 

Absence of Institutional support for food management and food safety systems: Improvements in laboratory facilities, the support for public-private cooperation, as well as the harmonization of standards used in the food sector, are initiatives that must be addressed.
 Lack of consulting and information support services: It is important to create consulting and information support services in order to make useful information available within the entire agricultural supply chain. Better development of information and knowledge management capabilities, as well as increased networking between scientific institutions and producers, will contribute to the benefits of the agribusiness services.   

Lack of developing strategies and legal frameworks to attract foreign direct investment: Legal frameworks, supporting and providing guarantees for foreign direct investments should be elaborated in order to attract capital for organizing agribusiness in developing countries. The resulting increase in the availability of money could also favour other components of enabling environments for agribusiness such as infrastructure development and the decrease in interest rates for credit. 
Underdevelopment of infrastructure and wholesale markets: In relation to improvements in infrastructure and the development of wholesale markets, the provision of cold storage facilities and improvements in roads are considered to be the most important aspects. Additionally, public-private partnerships are recognized as an effective mechanism to achieve the changes required in infrastructure as they allow a correct identification of needs and the surfacing of hidden capital constraints.  

Lack of creating marketing organizations to assist producers and processors: Among the institutions and services required for the creation of enabling environments for organizing agribusiness, the foundation of agencies specialized in market development and marketing should be supported in order to help producers to become more market-oriented and to facilitate sales.
Outdated technology: One major challenge in organizing agribusiness is use of outdated processing technologies and a limited range of marketable products that inhibit market expansion. As a result, there is a need for innovation in production technologies and the adoption of food safety standards such as traceability, use of stale dates and increased standards of health and hygiene. 

Frequently changing market demand: There is a gap between market demand or expectation for higher quality or diversified products and the products available on the market. This result a barrier in organizing agribusiness by making imported products to dominate domestic producers. This happens, because local producers in developing countries can not compete effectively in frequently changing consumers demand due to lack of the associated capacity to produce goods with a higher value-added component.
Lack of strong business connection between SMEs and large agribusiness enterprises: In order to improve the transfer of technology, inflow of innovation, arrangements and sub-contractor contracts, there is an immense need to create incentives for large firms to develop cooperation with SMEs. Otherwise, the gap will diminish the growth rate of the agribusiness sector. 
Lack of proper policies, tariffs and quotas for import products: imported products are directly in competition with products from the local industries. However; policies, tariffs and quotas should be implemented selectively with regard to their impact on availability and access to inputs and equipment relevant for agribusiness and agro- industries.
Others: Beside above listed constraints for organizing agribusiness, Other aspects such as the reinforcement of vertical and horizontal business linkages, the clarification of the state’s role regarding the agricultural sector and public-private cooperation for scientific research and development are also factors to be taken into account in the creation of enabling environments for organizing agribusiness.  
Learning activity seven  

· Students will brainstorm through pre-test question and the instructor will give lecture

Continuous assessment
· Quiz (5%)
Summary 

Even if agribusinesses play significant role in economic development process of developing countries, organizing agribusiness is confronted with many challenges. Accordingly, lack of access to finance, lack of improvements in risk management strategies, absence of institutional support for food management and food safety systems, lack of consulting and information support services, lack of developing strategies and legal frameworks to attract foreign direct investment, underdevelopment of infrastructure and wholesale markets, lack of creating marketing organizations to assist producers and processors, outdated technology, frequently changing market demand, lack of strong business connection between SMEs and large agribusiness enterprises and lack of proper policies, tariffs and quotas for import products are considered to be major ones.

Proof of ability
· Different types or methods of assessment will be put to use as proof of ability. This includes written exams, seminar, individual and group assignment and presentation. The total value of proof of ability is 50%. 
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