LECTURE 1: Nature and Development of Entrepreneurship
· Earliest Period: 
          An early example of the earliest definition of an entrepreneur as a go-between is Marco Polo, who attempted to establish trade routes to the Far East. As a go-between, Marco Polo would sign a contract with a money person (forerunner of today's venture capitalist) to sell his goods. A common contract during this time provided a loan to the merchant-adventurer at a 22.5 percent rate, including insurance. While the capitalist was a passive risk bearer, the merchant-adventurer took the active role in trading, bearing all the physical and emotional risks. When the merchant-adventurer successfully sold the goods and completed the trip, the profits were divided with the capitalist taking most of them (up to 75 percent), while the merchant-adventurer settled for the remaining 25 percent. 
Example:
Imagine Sarah wants to open a small bakery but doesn't have enough money to buy the oven, ingredients, and other supplies. So, she finds a business partner, Tom, who has the money to invest in her bakery.
· Sarah is the entrepreneur because she runs the bakery, does all the work, and takes the risk that the business might fail.
· Tom is the capitalist because he provides the money for Sarah's bakery but doesn't actually bake the goods or manage the shop. He just invests and expects a return.
When the bakery makes profits, Tom gets a larger share (say, 75%), while Sarah gets the remaining 25% for doing the work and taking the risks.
· In the Middle Ages
       The term entrepreneur was used to describe both an actor and a person who managed large production projects. In such large production projects, this individual did not take any risks, but merely managed the project using the resources provided, usually by the government of the country. A typical entrepreneur in the Middle Ages was the cleric-the person in charge of great architectural works, such as castles and fortifications, public buildings, abbeys, and cathedrals. Ie They just supervised and made sure the project got done.
Example
Imagine in the Middle Ages, Tom is in charge of building a cathedral. Tom is hired by the king to manage the project, and the king provides all the money and resources. Tom doesn’t have to worry about losing money; his job is just to organize the workers and ensure the cathedral gets built. Tom is an entrepreneur in this situation, but he doesn’t take any financial risks.
· 17th Century 
The re-emerging connection of risk with entrepreneurship developed in the 17th century, with an entrepreneur being a person who entered into a contractual arrangement with the government to perform a service or to supply stipulated products. Since the contract price was fixed, any resulting profits or losses were the entrepreneur's. One entrepreneur in this period was John Law, a Frenchman, who was allowed to establish a royal bank. The bank eventually evolved into an exclusive franchise to form a trading company in the New World-the Mississippi Company. Unfortunately, this monopoly on French trade led to Law's downfall when he attempted to push the company's stock price higher than the value of its assets, leading to the collapse of the company. Richard Cantillon, a noted economist and author in the 1700s, understood Law's Ris- take. Cantillon developed one of the early theories of the entrepreneur and is regarded by some as the founder of the term. He viewed the entrepreneur as a risk taker, observing that merchants, farmers, craftsmen, and other sole proprietors "buy at a certain price and sell at an uncertain price, therefore operating at a risk."
Example (John Law):
Now, imagine Sarah in the 17th century who is given a contract by the king to run a bank. The bank grows, and she decides to create a company that will have the exclusive right to trade in a new land (like America). However, Sarah makes the mistake of inflating the value of her company’s stock, and in the end, her company fails because it was worth far less than she claimed. Sarah took a risk because the profits or losses depended on her actions and decisions.
Cantillon’s Risk-Taking Entrepreneur:
Lastly, imagine James, a merchant who buys spices from another country. James buys the spices at a fixed price, but when he tries to sell them in his own town, he’s not sure how much people will pay. He’s taking a risk—he doesn’t know if he’ll make a profit or suffer a loss, but he hopes he’ll sell them for more than he paid. This is the kind of risk Cantillon described for entrepreneurs.
· 18th Century 
        In the 18th century, the person with capital was differentiated from the one who needed capital. One reason for this differentiation was the industrialization occurring throughout the world. Many of the inventions developed during this time were reactions to the changing world as was the case of Thomas Edison who was developing new technologies and was able to finance his inventions himself. He raised capital from private sources to develop and experiment in the fields of electricity and chemistry.  He was a capital user (entrepreneur), not provider (venture capitalist). A venture capitalist is a professional money manger who makes risk investments from a pool of equity capital to obtain a high rate of return on the investments
Example: Think of an entrepreneur like a start-up founder who has a great app idea but needs money to create the app. The venture capitalist is someone who has money to invest in the start-up, hoping that the app will succeed and they will earn money back from their investment.
In short, the entrepreneur creates and works on the business, and the venture capitalist provides the funding, hoping to make money from the business’s success.
· 19th and 20 th Centuries 
           In the late 19th and early 20th centuries, entrepreneurs organize and operate an enterprise for personal gain. He pays current prices for the materials consumed in the business, for the use of the land, for the personal services he employs, and for the capital he requires. He contributes his owb initiative, skill, and ingenuity in planning, organizing, and administering the enterprise. He also assumes the chance of loos and gain consequent to unforeseen and uncontrollable circumstances. The net residue of the annual receipts of the enterprise after all costs have been paid, he retains for himself (2). Andrew Carnegie adapted and developed new technology in the creation of products to achieve ecenomi vitality. He descended from a poor Scottish family, made the American steel industry on e of the wonders of the industrial world, primarily through his unremitting competitiveness rather than his inventiveness or creativity.
In the middle of the 20th century, the notion of an entrepreneur as an innovator was established: 
“The function of the entrepreneur is to reform or revolutionize the pattern of production by exploiting an invention or, more generally, an untried technological method of producing a new commodity or producing an old one in a new way, opening a new source of supply of materials or a new loutlet for products, by organizing a new industry” (3)


Example of 19th and 20 th Centuries: Imagine a student named Sara who wants to open a small bakery.
1. She buys ingredients like flour, sugar, and eggs.
2. She hires one helper to assist in baking and selling.
3. She plans the business carefully: what to bake, how much to sell, and how to attract customers.
4. She takes a risk—if no one buys the bread, she could lose money.
5. At the end of the month, whatever money is left after paying all costs is her profit.
Sara is like Andrew Carnegie in the sense that she organizes, works hard, takes risks, and keeps the rewards of her efforts. She may not invent a new kind of bread, but she uses skill, effort, and smart decisions to succeed.
Sara is an entrepreneur because she:
1. Organizes the business (plans what to bake and how to sell it).
2. Takes risks (spends money on ingredients and hiring a helper, even though sales aren’t guaranteed).
3. Uses her skills and effort to run the bakery.
4. Keeps the profit after paying all costs.
Even though she didn’t invent a new kind of bread, she creates value and earns from her initiative, which is what makes her an entrepreneur.
Example of the 20 th century: Think of Steve Jobs. He didn’t invent the computer or phone, but he used technology in new ways, created products like the iPhone, and opened a whole new market for smartphones. Jobs is an entrepreneur because he innovated and organized a new way of doing business.
