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Abstract
As we know nhnovation is the key ofconanic growth and developmerin rural areasnnovationfor the pooris more
likely to occur through smaldscaleand cottagendustriesand entrepreneuisomparatively are more prone to the same
thanindustrialresearch and development. if we view the past earlier rural development pelicies wasfocaisdy on
agricultural based businesa fact this is due tdhe most ruralpoor have nofagricultural larehd therefore unlikely to
getbenefit greatlyfrom such type of businesksteadmost poor are entreprensyrunningnicro ventures generadly
subsidence levels in both agricultural field and ragricultural sectors. Although ‘mostof the rural\ poor are
entrepreneurs due to theiecessitypnly a few areopportunity entrepreneuesnd in result they aneursuing a profitable
business and innovaitj and looking their growthThese are thefgrowth orientedtrepreneurghat aredikely to have a
greaterindirect effect on the poguopulationby providingthem variouskinds of employment oppertuniis as well as
improved life Thispaper discusses tleencept okentrgpreneurbased innovatienfin'Indiby reviewing existing literature
on ruralentrepreneurship, innovation and rural economic development

Keywords Rural poor,nnovation, entrepreneurshig; rurahdevelopmecbnomic developmersustainale livelihood
nonfarm sector, developing countries.

1. Introduction: Innovation and Economig/Development

Rural development is more than ever before“linked tofentrepreneurship; Institutions and individuals promoting ry
development and presently syreneurship as a“strategic development intervention that could accelerate the ru
development process. It is a vehicle to improve the quality of life for individuals, families and communities and
sustain a healthy economy angyenvironmbmtovationandeconomic developmeEdquist, 1997, Freeman, 1987, Hall

et al., 2003Lundvall, 1992, Spielman;2005ave specifiénterestyin developing countries tinral areas fomost of the
poor families(WB, 2008).while thepreviousyruradevelopment thory and innovatiorrelated policy, hasocused more

on agriculture, the reason forist thatthe mostof the,rural poer aréandless andtheycannotearn for their families due

to illiteracy, their lifetherefore unlikely togetbenefitdirectly from suchtype ofagriculture based businessésstead
most poor are entfepreneurs, runnifg micro ventures generally at subsistence levels in both agricultural field and
agricultural sectors.

In a largegnumber afural poer are entrepreneurs out of resity (Lingelbach et al., 200nd thereforehas very less
capacityor,willingness to ta& the risks associated with the large scale of bustoestake areal impact on the rural
population Only there are a‘fewy who are relatively less poorog@atunity entr@reneurs pursuing some profitable
business regardingnovationand‘a looking tgrow than normal These growtloriented entrepreneu¢sazonick,2005)
are likely to haveia greaterdirectimpacton the poor by providinthememployment opporturigs as wll as improved
life and servicecanditions. This paper focuséise view that these growdbriented butsocially relevantentrepreners
who are engagedtin ithe act pbor entreprenetbased innovation have great significance to for ¢batinuous
developmat andalleviationof poverty in most backward rural areas through employment creatimeasing income
level ard providing improved quality dife andotherservices.

This paper is based on the entrepreneurial role of innovation and economic dew¢loppeor rural areaa way to
more concretely focus oantrepreneurialnnovation pertinent to economaevelopment and poverty alleviation. The
first part of this paper discusabout ruralinnovation aghe historicalliterature whist the other part iselated tosome
relevant entrepreneurship theories andfithaly both part are joint together to discube concepbf ruralinnovation
and economic development

2. Rural Innovation and Economic Development Theoretical Perspective
Rural developmentas, for most of théime since its inception hdecusedalmost exclusively on agriculture and how
improvements in agriculture can lead to econoddeelopmentHere innovation is defined as the continuous process of
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upgrading using new knowledge or thewcombination of existing knowledge, that is new to the local area (Hall, 2003;
Spielman, 2005). Thénnovation process thus emerges from a system of actors whose interactions, behaviour g
patterns oflearning are conditioned by institutions (Freem#®87; Lundvall, 1992; Edquist, 1997As noted in the
World Development Report (2008) which is focussed on rural and agricuttexalopment through innovation.
Reynolds, 2004 in Lingelbach & de la Vina, 2005 notes that whilst necessity entreprenieuiste entrepreneurship
because of external shocks such as unemployment, opportunity entrepreneutisemaken choice to create a venture
because of an identified unexplored market nice or busomsstunity.

If we differentiate thepportunity ad necessity obntrepreneurship, guggesta different set omotivation and benefit
For instance, necessity entrepgars may be willing to take lovisk in comparison topportunity entrepreneurgrowth,
and development and decreased levels of ppvBelieved that agriculture contributegs Capital, supply of labor, foreign
exchangec o u n tstrugtuasdevelopment food and market indigenouslprodugéd industriaboods (Johnston and
Mellor, 1961). Aseconomic growth and delgment of a country isuk to the net flow ef resources, labioom
agriculture toindustry (Mellor, 1966). Thisdual sectormodel (Lewis, 1955)awhich idarge, scaleindustrialized
agriculture over subsistence agttove was based on the assumption that lasgpaide farming wold reap ‘economies of
scale that would enhance thductivity andefficiency.But it is also correct to sayth&@tnallscale subsistence farming
have no active roleather providing resources for the industrializedss@et@conomic developmewf the cantry.(Ellis
and Biggs, 2001However, by the mid 1960s it was clear that little improvement had been maddiwintheonditions
of the poor andhe old theories had natorked for itin practice.

3. Innovation & Economic Development through Technolog Transfer

Schultz (1964)hasover the change in agriculturttieory thatsubsistencdarmers were  alreadyffeciently allocating
resources instead perceiving them as passive providers,of capital &3ahattz put subsistence farnes the ceter of
the agriculture whocontributesthe active role dfprocess ofeconomic developmentHe believed that smadicale
agriculture improves production and spegdthé growth oflabor intensive ndarmgactivities by rural growth oriented
activities (Ellis and Bigg, 2001;Mellor, 1966).)lt has kelieved by Mellor thatincreases in agriculturalvould be
magnified by variousactivities of the nofflarm sector, (Mellorpd976; Mellor, 1966). Thimall but efficientparadigm
shift inthe 1 9 6 0 6 salled Borsenhancetvestmentyin research andidevelopment relevant to scalsector of
agricultureso that farmers could acquire more efficient, new technologies togethenevitfarm sectorskills to use
them.

Furthermore, in accordance with the Induced Innovationothgsis the abundatgbor would be substituted for scarce
land in smaliscak farming. The Induced“innovation Hypothesidased on t American agricultural model regarding
extension and diffusiethat is related tehanges-in relativesprices of facs of production will inducethe development
andadaptationof new technalgy to economizeelatively' moreexpensive factors of production (Ahmad, 196@yami
and Ruttan, 1970). It.is evident thdte’'scarcity offactors of production can induce innovati which resulting in
technical changeThus, itbecame generally accepted thhtough the use of improved technologies and enhanced
practices that transferred from national and international agricultural research organizatiatiscale farmes in
deweloping countries could improveroduetivity substantially by using existing resources more efficieatig
effectively (Binswanger, 1978; Hayami and Ruttan, 197f)the meartime, somenew highyielding varieties (HYV)
varieties which, couldncreasefoad production were developed and introdu¢Bthswanger and Ruttan, 1978ayami
and Ruttan, 1974). Through using tmwdified seeds, farmers would be able to drasticatigrove the production
(Lipton and Longhurst, 1989)."Fhis reseanghs originatedn international researchenterslike the Philippines and
CIMMYT, IRRI, Mexice4,which'led to a moréncrease in output isome selected paof South Asia such as the Punjab
and Haryana n t“h einJdd& 6tvd@sknowrt h e ARG vweelnut i o mach of theeraral tewveloprmeater
decadesAlthough this washeavily criticized later on, The Green Revolution and the HYV wetaown to root oua
severe humanitarian cfisis 8buth Asia and stiltodaythis rural and agricultural policy in South Asiaountriesare
oftenfocusedon supply rather than demand led innovation.

During the period of Green Revolution, lmear model of innovation and diffusiowas emerged through the
internationalcentersof the Consultative Group for International Agrittwrhl Research (CGIARhaddeveloped generic
technologies such addgh yielding varieties of seeds thatuld subsequentlyvas adapted by the national research
system befor@ational extension agenciaadtransferred them to farmers (Biggs, 1990) who weiting to usethe rew
technologies This wasa hierarchical model of innovation withliaear oneway flow of information and technology
from top to bottom. Roles within tretructure are clearly defined and networking and linkages outside of thechiear
top-downpath are limitedBiggs1990).
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Informal research and farmparticipation and innovation by anyone other than thérakscientists are dmportance to
central research (Biggs, 1990uch transfer of technologyodelsarerestedon theassumption that throughe time a
new crop or technolggreached the extreme lewahdit have noneed to be further adapted by the farmers (Clark, 2002;
Douthwaite, 2002)In parallel with themainstream but separatelymallfarm efficiency focusedtheories on rural
development isan alternative movement called Appropriate Technology emerged, based Sc humacher 6
Beautiful book (Schumacher, 197%)ritics have been made by Schumachetttan generaheoclassical emphasis on
blueprints,transferof technology andnass production to developimguntries and the arguments have been made that
such an approach never dithke economies sustainable. Schumabtlaee alsacreated a separate paradigm regarding
stresses, neetbr technologies to beppropiate for local economicconditions, to he, adapteid currentresource
conditions andto avoid envirormental degradation. Thefurther highlighted prodetionsusing local resources to
established locatconomic needs that is theost effectiveway for of humandevelopment.

Underthis model, technologies and theise thereof are dependent on #ttddes;habits,andneeds of the @ss and
producers. Schumacher wadso well known for critic of economic growth“and, constimption as)ya measure for
development ah well-being (Schumacher, 1973; Society, 200Becently the appropriaté technology debate has been
re-emergingwithin especially many ators in the third sector have findil®jc h u ma‘c h, eappéaing andlespesally
microfinance which focuses on selfnployment whicHinds that jtconcretevi t h  they reafli ty of
scale business incontext of specfic solutions which provide livelihoods for the rural ypoptlationHowever,
Schumacher 6s emphaszaekngicearimpand smakchnologicalselutiongnoring theother social and
policy measuresAt that time farmers wereonsideredas consetvative and neaxperimentalwhich is crucial since
Sth u ma c h e r 6 mtended &mpyin@ areorganizatiorand growthofthe economy.The other aternative school

of thought whichalsohasemerged in the shadow ofsth@ainstream linear innovation jmodel is indigenous technology
knowledge (ITK) and indigenousinovation (Chamberst al.y 1989; Richards, 1985). Theajor part of contribution
with respect topoor rural innovation that emerged fromithis field is thatyby Anil" Gupta (1997) who devetbped
concedt of grassroots innovation. His foeus is, on grassremid social innavation thaémergs from developing

c 0 u n temtrepeesedirs,nsall scalefirms andNorrgovernmentyorganizationdl(G O)) as an internatourceof growth

in poorrural areas.

Today, oftend g rraosost s ,.i nnooorectly tpairednw@ththe fashionable notion of Bottom of the PyraniROP)
innovation, as stately Prahalad(2006). Hovever, it should'bewoted thBtr ahal addés Bottom of
based on MNC, as i transfer ot e’¢ h'my0 | 0 gi e s, Gu p t aréchose gorthe BERbnuapttdevelapediino v
this research paper. In tlneo t i Y0 n sroofsiwi g o \a @iyen by Ardl Gupta carbe considered as the endogenous
andintrinsic versionoP r a h a | \a d &hetopedawinygersioraofl BOP innovation (Fu et al., 2010).

4. Approaches toDevelopment& Participatory Models

Even withthe continuoghdomination ofithe smatarm first paradigm, rurabconomicdevelopmenscholars began to
heavily criticize the Transfer offe c hmol ogy model f o simply &g passig¢éechrmlbogy adgptefs a r
(Biggs and Clay, 1981) and for considerthgéxogenous technologicehangs only . Bvidence suggested that farmers
havepaturalexperimenters anldave a lot gf contributiom the innovation process by-reorking generic technologies to
fulfill their“particular needs (Biggs and Clay, 1981)also ells that farmers aralwaysactively involved inthe process

of and by implication that emerges from differesources. Bigggenerates a multiple source model in whimhovation

has many differentisources inCludifaymers,researchers, extension ag&axiNGO6 s the private
centers(Biggs, 1990). In addition, Biggs (Biggs, 1990) highlights the importance of institidlensOthercriticism of

the transfer of technology,modeT OT) model focused on how the model allow theientiss to set research priorities
andthe fact that it operatesnherently resists change. The TOT model \wasnged in a manner that underestimates
farmer knowledge andlsothe fact that farmers arésk prone heterogeneous, face complisgsues, innovatioriBiggs,
1990,Chambers et al., 198%ccording to Shultz,s ithout challenging the centrality of the farnfest approachthe
continuous criticism in a paradigm shift in rural development takifrgm the topdown reseaitt and intervention
approach wrgh transferred generic technologiesBgogenous technology case being theansfer of technologfrom
international and nationaésearchecenters.The technical change, innovation & rurdévelopmentdrom alinear, to a
participatory resulfinally systemic approach takehe move from the linear model of innovation (Schumpeter, 1939)
throughthe chainlink model (Kline and Rosenberg, 1986,dgstemic perspectivesf t dFfegmgad,d987;undvall,
1992; Nelson, 1993jarmers, to a bottomp apprach wherethe farmers are not only enders contributorén the
innovaton process. The change was very cleartficeable in the variouparticipatory approaches in the field of
agriculural development that appear&that is common withthese methodard effort to increasehe suitability of
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technologies through involving farmeirs the R&D processlirectly (Mosse et al., 1998)As we know thapracticaly,
the result ofthe actualparticipation varietbetween projects, managers and agendibese methds weremost often
dependent as the success of a particular appeoratiappearethore dependent on specific local histamnd institutions
thantheyactualy, or the theoreticyl. (Biggsand Smith1998).

Thetransferand diffusion of participatory reaech methods was not more successfutesultthan theinnovationmodel
of leanertechnology trangf. Participatory models were alsaore criticized for being at some leveb puton a wide
range of activities wit no clear conceptual backgroufi®iggs and Smith, 1998) This notablenodelresearch ghasizing
amongincreased gras®ot participation isFarming System Research (FSR). This maalsb introduced a systems
perspective to agriculturaksearch with an objective to improve its importatcearners (Chambers et al., 1989;
Norman, 1989Norman and Collinson, 1986). This modedes a, participatgr holisticanduinterdisciplinary approach
(FAO, 2001). As peFarming System Resear(iSR) the important Farmer First model ©hambers (1989) focusése
ability of farmers to learmanalyze, adapand improve on theiown with the help®f outsidéhanoutsidersThis Farmer
First is a set of principles whickhould be adapted falfill specific local needs with the help decentralizedesearch
model(Chambers et al1989:182183). As the 1990s approached, thaBevemodelsemphasizindoth participation of
end usersnd tolook overat issues from a systemp®int of view andreeognizingthat innevatiorfrom several sources,
startto significantly nfluence rural economic developmeAtfurthersesult of the shift tozbottonmp development and
participatory methodsvas result inrise of norgovernmentabrganizationgNGO) as a“source alral’development
(Ellis andBiggs, 2001).Today, NGOs wereoninuouslytaking/@n more responsibility onithgsound and as well as
gainingmuch importance in the field ofiral economicdevelopment and appropriate.interventions.

5. Rural Poor: Livelihood Perspectives

Farming System Research describeswo directionsgrelevant for this researchirstly, researcltontinued taking on a
sectorsystens dimension of farming systemeséarchinresult of Agricultural Knowledge and Information Systems
(AKIS) and later agricultural innovatiogystems (AlS). Secondlyhe famingysystems research have intenttadards
an integrated on andff-farm view of rurale€onomicactivities, resulting in the (Rural) Susiable Livelihoods. Other
off-farm activities of rural livelihoods, especiallyythroughpRural Nesrm Sector (RNFSjesearchtook on more
significance as Ofrarm Research (OFRParticipatay Technology Development (PTDRarticipatory Action Research
(PAR), Participatory Rural Appigal (PRA) and various othe@pproachedOn response of the shortcomirafsprevious
patticipatory models, authors like Roling (1986988) andBiggs (1990) ban to work onsystemic approaches to
agricultural development bgnalyzingthe significance andatureyof instutions for innovation and also the relationships
between innovation arttie institutional envenment.

This set researchersrargued that'ih absence“ohshiutional environment, participatogpproaches would fail. d&ly
systemic model isg¢the Agricultural Knowledge and InformaBystems (AKIS)incorporates ideas from éhstudy of
knowledgeeconemicsiRoling, 1986;Rolling and Engel, 1992)mphasizeshat knowledgeprocesses are social which
seels to influence the each other through interaction. Sknowledge and sharing thereof étosely linked with
communication and formation (Engel and Salomon, 1997). AKIS heeencriticized for not considerindnistorical and
cultural €ontexts in which'th@novation proeess takes and alacking in understanding of the different kindsaators
involved (Engel and Salomon, 1997alHand et al., 2001Engel (1997develogda methodology based on AKIS called
Rapid Appraisalof Agricultural"Knowledge Systems (RAAR) as a tool for considerintpe socialorganizationas
innovation and capacity building.

Recent development in tlegea of rural economic developmehts been t@onceptualize arural innovationwithin the
umbrella ofof Innovation, Systems theory. Throughe Schumpeteriaperspective of innovatioand technological
change anctreative destruction (Schumpetdi934) as wll as evolutionary economics antheories of systemsan
innovation systemBamework was forme¢Dosi et al., 1988; Freeman, 1987; Metcalfe, 1988; Nelson, 1983pn and
Winter, 1982).The Innovation Systems researchexsuld study National System dfinovation (NSI) (Freeman, 1987;
Lundvall, 1992; Nelson, 1993) to knowow thedifference atnationallevel impacts innovation. As under thSI,
innovation is a ongoing@rocess where institutions (habits and practices)nilegrand networks play a criticrole in
creating innovation&echnological change (Edquist, 1997; Freeman, 1987; KlindRasdnberg, 1986; Lundvall, 1992).
Subsequently thessimilar ideas of a systems perspective inhovation & technological change haapplied to
devdoping counties (OECD, 1997)Agricultural Innovation System (Al€ncept given byClark, 2002; Hall et al.,
200420032002;2001builds on theNSI to focus specifically on this.
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In many developing countrigbe researchepursued mainly epirical work on innovatiorhas beersummed up by
Derayangala, 2006 and includ&e know thatéchnologies are not easily transferadtel alsadechnologicaknowledge

is often impartedwith institutions and intermaapability (Oyelaran Oyeyinka, 2003; Mytelkal999).There were dot

of technological change occilelow international innovatiofrontier in developing countries andlso adaption and
modification ofdiversetechnologies anéhnovation takes placéBell & Pavitt, 1992; Katz, 1987; Lall1987).These
technological adtities takeplace due ta variety of factors such dke ability to learn and obtain relevant knowledge,
skills and the capabilitto use the(Bell 1984; Bell & Pavitt 1992; Lall, 2000)need for innovation and speed up
development in agriculture from aystems perspectiveenergizing political social and economicimensions of
knowledge enhancemeand innovationHall et al., 2003). lwidensthe analysis of thatreates innovation from a top
down linearmodel to a complex system through whapents ad their interactions are influenced by institutiomsich
result in a significant effecin the innovation process.

Studies on AIS in rural areas India (Clark et al., 2003Hall et al., 2004) focused atfe feles of actors and their
relationshipsovertime. It stateghat the system reqeis enough flexibility togrowith the changing requirementsnd
needs of these new relationstapd partnerships.An individual plays véry important role ithin partnershipsand
networksrather than organizationstef play an important role. Furthgrartnerships‘evolve witbhared values artdust
which have built up over a long timeersonal and professional netwerksthereforeare vital. This type of partnerships
should be made up of actors with variety kafowledgeand capaifities so that each can contribusemething new to
others within the network. Knowledgend learning are important so that actors can adjust toynew’challenges or improy
theway they are workingyith existing ones.

From the point of vier of the current study, as a framework for rgpabr innovation‘AlS sufferstwo shortcomings
Firstly, it is highly focuson theagriculture sector. However, it has long besostrecognizedhat the rural non farm
sector (RNFS)s a important pillaof the rural econemyand is\als@xpected that mostof the poverty alleviatargions
are to come from this comparatively thihe agficulture sector (Start, 2001)nSecendls is not explicitlycenterecbn
direct solutions e.ggoods, services or incamfonthe rurapoor and nodoes itfocus on wéther an innovation, or an
establishing of an innovation systdor poor rural as (Spielman, 2005) notéa:few researctstudies in the emerging
literature on innovatin systems in developing agricultdraloromies askhe fundamental question: whether the said
innovation is welfaréncreasing, meaning there wise whetherinnovation increases efficiency in productorenhance
knowledge directly applicablé, those goods and servicesich is used by thep o or €, or wh eidnh e r
improves thesocial surplus in aimannérat isb e n e f i ¢ inalr .tUlkimatelly, &y pfacdng mripvatiorathaythan
povertyat thecentreof developingcountrysagiculture, the inngvatioframeworkis limiting its importanceand value to

developingc ountry aghti cul thud2eBerdggue 2008 Hescabpgor imdvdtién:systémesfi a  mu | tfi

stakeholder socidearning process that provides andyputs’to applicatioreafknowledge an@éxpands the capabilis
and opportunities @f theural poor. Taking these some shortcomings in attention féewing section goes expandse
understanding gboor rural occupational’activities by/usitige perspective ddustainable Rural Livelihoods.

6. Sustanaple Livelihoods andNon-Agricultural Sector

There are several principal which does\het’have similarity in commonswitainable livelihood (SL) approaeiith
innoyation systes models, including the focus multilevel targeting, partnerships to eradicatgerventions and the
dynamic nature of rurgdoor livelihoods. Inaddition, sustainable livelihood providaspeoplecentered approach which
focuses on participation and responsivengfssiserswhilst more emphasizing orconomic,social, institutional and
environmentalstability ( Ca £ hpe' v , 1998). SL defines 061 i veltanakeatving as
(Chambers and Conway, 1992) and plalee household at the centretbis analysiso empower theural poor (Ellis and
Biggs, 2001). Slconsistsyofsa range abgetherfarm and na-farm activities which provide different typed income
strategies (Chambers et dl989). This approach aldwings together earlier theoribasedon farming system research
(Chambers, 1983Chambers et al1989) relating tdood security and famine analysis school (SE381) as welbks the
participatory approaches apdverty alleviation (Haug, 1999).

The SL approach does not exclusively focus on farming activitieg bigo includethose of tle rural ron-farm sector
(RNFS), that works fototal activities ofrural household (Ellisrad Biggs, 2001). The RNFS, that is related to rural
activitiesexcept agriculturd includes all economic activities rural areaglivestock, fishing anthunting(Lanjouwand
Lanjouw, 2000:3)js important becaesit has the potential to enhance rural surplusrla@ma help diversify riskend
enhanceemployment opportunities withithese rurahouseholds (Davis and Bezemer, 2004). In flieseopportunities
for growth am employment crean have much importance mong t he S MESS(Startp Z001:601) Ehé
RNFS ischaracterized by great diversificatiand varying degrees giroduction which havereatly influenced by the
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access to capitahoverty alleviationjnequality, poverty educatiogendercaste, ethnicityinfrastructure and access to
markets (Lanjouw and Lanjouw, 200Davis, 2004).

As theinnovation system approaches focus on innovationitlstill tends tobe agriculture and in particular smd#rm
focused. Te rural sustainable livelihood approanbre focuses oa holistic view of the rural sector including tfreral
nonfarm sector) RNSF, but ndbcus oninnovation. Theetwo approaches are important and ideas flmth will be
used in this @searchThe literaturereview isrelated to rural nofiarm sector has providetiat poverty alleviatn and
growth is likely to generatin the RNFSon account ofentrepreneurs and smaltale industriesHowever, neither
innovation systems nor sustainablelihood approabkes focus omntrepreneurships a wayto empowetthe rural poor
or as rural innovation.nhovdion system theories more emphasie innovation atthe firm or agricultureelated
innovation sustainablelivelihoods The study of RNFS ds failed to explicitly emphasizen the importance of
entrepreneurs and entrepreneurship.

7. Entrepreneurship Theories and Rural Economic Development

As theprevious rural development policies hawere focusedon smaltholder agriculturepdt in fact that most rural
poor are landiss poor and therefore unalitegenerate benefirom agriculture based policies. Inatk many poor are
entrepreneurs; they ameinning smallventures, ofterat subsistenceglevels in bo#uriculture related and nearm
sectors. Evident that hugenumber ofrural poor are entreprengurs out ofswhich many ofythem kagmly relevant
innovation, whether they are acommercial, financial or NGQ sectdihe scale of business operatiam by the poor
arenormally operate at @ery small scale ih little resourceg¢Banerjee et al.,.2006Ranerjee‘and Duflo in eesearch

study on the economic lives of theqr statesthatii a | | over theywopld a substa
entrepreneurs in the senseeshancinghe capital, carryingout the investment, and being the full residual claimants for
theearmmigs 0 (Banerjee et admmm 2006)

8. The Entrepreneur: From the Classical Point of View

As per Shumpeter,nérepreneurship sharestwithyinnovation systems theoryd@atmmon origin(Schumpeter, 1944;
Schumpeter, 1934; Sampeter and Opie, 1961) andaak ofdeclarity on underlying terms and characteristigarly
wor k of S ¢ h u mp the entrepreneuh aspale indsi@ual @isSrupting existing equilibrium by creatawy
combinations okxisting esources througmnovation:Later it was suggested by Schumpeter |#tet it was nothe
lone entrepreneur thavas theginnovator but the firmutsgiBchumpeter 1943, 1950 in Lazonic2)08 where the
entrepreneuracts & the leader for, the wholbusiness:Recenty” Wennekers and ThuriK1999) explain that
Afentrepreneur s hitp Midgwilingress ofnmaimidudlsebstheir cavb, iinlteansy withannand outside
existingorganizations tgerceive and create newcgmmicoppaortunities in terms afew produts, production methods,
productmarket, orgapizational schemasd todntroduce,thetelated ideas in the market to remaneertainty and other
obstacles, by makindpcation economic, creating and teplicaton of resources and institutisno

The entrepreneur is“theyperson who have caparcigking respnsibility for makingdecisions thaaffect the locations,
resourcesfermsand thetuse,of goods and institutions ( H e r hieky 1889:31).Id other waythe entrepreneur is an
agent for change and growtl{Wennelersgand Thurik, 1999). The factors that relaetrepreneurship tdNon
Schumpeterian sdols on entrepreneurship hatlee neeclassical school, represented Bharshall and Knight, that
entreprenauas,leadethe market to, equilibriunthrough hisactivities. Meanwhile, the Austriamaidition under Kirzner
has stated N tyh e e nabilitetp pereaive new éng untapped opportunities and binese opporturiigs together
to meet such needgizner, 1985Marshall, 1961). Therefore, entrepreneurship definebadls the creation of new
opportunities and“to 'eope with existing challenges #r&l entrepreneur ithe person whrepared to face risks
uncertainty (Henreksen, 20p7Using evolutionay theory, the authors focuses the importance of innovation aradso
transformation of information into knowledge while thtechnical change is the driving forcethre economysupported
by underlying institutions (Wennekers and Thurik, 1999443}.

9. Developing Economiest Entrepreneurship

Entrepreneurship is dividebetween the west and developing cwies most of theentrepreneurs are opportunity in
developed countrieseflecting many of théraits of the classal entrepr@eur notedby the success @ilicon Valley. In
developingcountries, due to high necessémtreprerurs hold the gregiromisefor employmenteconomicgrowth &
devdopment while onlyfewer entrepreneurs thabuld act upon perceived opportunitiest herefore, his difference
betwesn opportunityentrepreneurand necessity entrepreneurs suggests a diffeetrafsdrivers and incentives. The
necessity entrepreneurs may be willing to take flisksin compared to opportunitgntrepreneurs. Nadue (2008) examine
this into an evidnt lack of interesr poorin seeking ouentreprerurial opportunitiesalthoughhe explore that this
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would be due to the assumption of high risktriying to exploitgrowth opportunitiesubject touncertainty may be
unacceptable as the potential losaes it may outweigh the potentiglains. Thusfamily businesseshouseholds and
managerownersenterprises ofteaxperience difficulty in innovatin and adopting new technology (Naudé, 2008

Further, itis become difficult to setip a business due to higimtey costs,high corruption, severereguations and
bureaucracycosts However, the opportunity entrepreneun® more likelyto be prepared to undertale business
opportunity as well as they have capacity to take risks and likely to grogvomgh entrepeneurs. It is obvious that
entrepreneurshiflourish with growth and innovation potentiah most of the small busines@JNDP, 2004),growth
oriented entrepreneurs have muahportan@ in developing countries and due to market conditions, tgeseth
oriented entrepreneurs differ from those in developed courftriegelbach et al., 2005). Novthe challenge for new
firms in dewloping countries is rather providirignovation, to climb the valuadded ladder in ordeiotenhance
economic level of the cotny (Lazonick, 2008 Necessitiesentrepreneurs enter’intentrepreneurship due to some
reasons wch as unemploymenpoverty etc.these opportunity entrepreneunate a venture,because of an identified
unexplored mardét niche or other business oppoityrfReynolds, 2004 in Lingelbach & de la Vina, 20@eeBanerjee

& Duflo, 2007). Necessity entrepreneurs are basedicro credit or micro finance that isftefi not sustainabli®r long
term or leads to growth in business and incoapportunitiesof the rural poor in_thedong termkurthermore, the
productivity of entrepeneurs in a country varies than the acnfaéntrepreneurs, this ishdue to the major differences
between thallocations of productive activitiegsuls in innovation -and growth andunproductiveactivities such as tax
evasion dows down or eradicateompetition (Baumol, 1990).

It is evident from the analysis that tbpportunity entrepreneurs‘pursSué a profitable business, innovateaknb grow
in future. These growth orientedtiirepreneurs (Lazonick, 2005) are‘likelyto a laagel“havendirect effect on the poor
by providing them variousemployment opportunitieswas, well as improved gaodl servicefor their livelihood.
Therefore poorentreprenewbased innovation igssentialiniyespecially in developing countries ftie continuous
developnent and poverty alleviation in rural areas by providing them empleymefitrgindved goods and services
their livelihood

10. Entrepreneur-Based Innovationfor Rural Poor:

Theabovereview arrives at is an emphasis on innovation through entreprenetishim someway is beneficial to the
poorfocused towaran adjusted view of rural developmentwhich moves away &omltholder agriculture and farms
as the main beneficiaries of apiverty fighting measureand tewards the fa¢chat many poor are not farmers ashal
not even necessarily wish to become ammeartoepreneur. Aeotherview that the enepreneurs have mugiotential
for poverty alleviatiorare thosevh@ innovateseek,otinew opportunities, have new ideas would supponovation in
manufacturingor other activities at'the micra’level must provide thastancemicrofinance.

Finally, poor entfeprenetivased innovation moves beyond the common facuagriculture suppbto instead look at
the broader rural idea ofyentreprendasednnovation. It avoids innovative activities by considerihg entepreneur at
the centrépto agriculture and neagriculture based opportunities.

11. Conclusion

Through the perspectivef aeveloping countries particular emphasis on Indfee aboveliterature review it has
discussed thaguch entreprenedrased innovative activities aneostessential fothe continuousievelopment as well as
poverty alleviation in rural afeasgparticdjaof the developingeconomies byreating employment opportunitiesnd
proving themmprovedygoods and servicéa.thefirst sectionof the research that found historically theal innovation
has been possible ‘mostlygWitgricultural innovation as i was particularly the successase dung the Green
Revolution and associated technology transfer progr&uch suppHed theories were latariticized for emphasizing
only on exogenous technical change in a linear manner, leaving farmers as padsigers. Instead there was a
paradigmshift to participatory approaches and theory using systemichalistic views. Two strands here which is
systems theory that wagewed agriculturainnovaion, andthe other onesustainable ral livelihoods theorywhich
discussedbeyondthe agriculture relating tboth on and off the farm.

As agricultural innovation theories centre around agriculture and the liveliapprbach on the ral household, this
paper discusses that theral entrepreneurs and smallnfis areessential torinovation andlevelopment of the country
The above and exitingntrepreneurship literature makes a distinction between necessity and oppertrgpyeneurs
by focusing on that thepportunity entrepreneurs are more likely to beavacin theinnovation process-inally, the
paper argued that a different approach to rural development is neddsd shifts emphasiaway from agricultural
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smaltholders on the oneideandindustrializationon theotherside to insteadocusing on rual entrepreneurs, whether
agriculture or noffarm entrepreneur

Furthermore forffuture research, there is a need to chahgesupport mechanisms financially or Aamancially as well
government policy that bettesuit to opportunity entrepreneurs apdovide themsomething forfuture research and
policy debatesieed taexplore the opportunity
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