






















































The Essence of Enterpreneurial Function and 

the Role of Manager. 
Won-Soo Kim* 

1. Preface 

Modern manager is now regarded as an essential leader of a business enterprise 
and he has taken over the position of entrepreneur in the industrial society. As 
P. F. Drucker has noted, we now talk about the "responsibilities of management" 
rather than the "responsibilities of capital". The term "management and labor" 
has generally replaced "capital and labor" in the business bibliography. 

The discussion of management's public responsibility today tends to begin 
with the consideration of management as a leader in business enterprise. 

It was not, however, disclosed by business students why business manager 
has become the real leader of business. Did he get his position through 

"Managerial Revolution"? If then, what is his weapon to facilitate such 

revolution? It seems that the clear-cut answer for these arguement would be 
given by understanding of his functional burdern. In these sense, the purpose 
of this article is to find out what should be the essential entrepreneurial function 

and clarify how and why this function was transferred to the manager. 
In a sense, I am intending to apply a frame of thought which had 

been developed in the field of the "Sociology of Knowledge." This approach is 
to analyze the relationship between the knowledge of a certain age and the 
corresponding environmental conditions, which seemes to have a critical 

influence to the thought of student of the age. And thus we could recognize 

the historical relativity of knowledges and sciences. Because human being 
always understands the meaning, namely the essence, of certain social facts, 

not with his a-priori consciousness but his immanent cosciousness which had 

been socially framed, specified and filled. They are living in a certain social 
order and understand all of social facts under the frame of such a social 

order. We may call this approach as an ontological thinking. 

2. Some considerations on Business Enterprise. 

(1) The essential pattern of business enterprise may be hypotheticlly defined as 
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a socio-ecomomic organization which would be formed by the decision-making 
of promotor-entrepreneur. They have anticipated that the return on investment is  
sufficient enough to satisfy his own economic want, and that is obtainable 
through the performance of production and marketing of other's want-satisfying 
goods. 

Thus we can find that a business man performs production and marketing 

function as a means of getting revenue from consumer. Consumers are a 

differentiated economic subject. Business revenue comes from the sales of its 
products, so that what business endeavors to get revenue is fulfilled by the efficient 

performance of these functions. In this sense, we may understand that business 
has to produce goods or sevices which consumers are to consume and must 
earn some profit margin that can be able to satisfy the enterpreneurial 
want. 

For the entrepreneur, production and marketing of goods and services are 
not his ultimate objective, but it is only a translated means for his ultimate 

objective. He aims to obtain want-satisfying materials for his own want, not 
for consumer's. 

But he  cannot earn that directly, because the division of labor and specialization 

is generaly prevailed. At last, he decides to get his own want-satisfying 

material in a round-about way. In other words, in order to get his own 

want-satisfying materials, he produces goods and sells them to other. The 

general pattern of want-satisfying materials could be espressed as a profit margin 

in terms of monetary unit. Profit margin is a universal and general type of 

want-satisfying material. 

Now, we could understand that business enterprise is formed through the 

purposeful or tacit intention of entrepreneur to cooperate with differentiated 

consumer. It might, therefore, be defined that the business enterprise is an 

organization of cooperation which is done by producer with consumer, namely 

customer. 

(2) When we think about the initial formation of a business enterprise, we 

could not deny that the business enterpise could not be established without the 

carrying out of decision-making function by entrepreneur. Why they decide 

to form a business? Why they have a will to cooperate with consumer, whether 

it is conscious or not. The economic cooperation is usually derived by economic 

interest, especially in a stage of the lower satisfaction of human wants. For the 



entrepreneur, the economic interest means a possibility to be able to get a profit 

margin and it compels him to bear the prouction and marketing function. 

This economic interest, instinctive or not, is derived by his general life, which 

is not only economic but cultural and social, etc.. 

The economic aspect of life itself is necessary as well as a foundation of 

other life. Without the consuming of goods, human being could not sustain any 

kind of his life. 

Therefore, in the process of business formation, human willingness to earn 

profit plays a vital role and his willingness becomes the essential function of 

entrepreneur. These initial decision seems to be derived by the intention of 

round about satisfaction of his own want. 

(3) Decision is a course of action chosen by the decider as the most effective 

means at his disposal for achieving the goal or goals he is currently faced 

to solve the problem that is bothering him. Consequently, the goals 

become embodied in the means employed to achieve them. Therefore, once he 

see his goals and describe them, some appropriate means of furthering them 
will usually come to mind, if and only if he knows what he wants, he can choose 

his means more accurately, and do not waste effort on unproductive means; he 

shoot at a selected target. 
Why human being becomes a functionalistic entrepreneur and for what purpose 

they make up their mind to form a business? They establish economic institution 

for the purpose of the attaining their economic objective. In other words, 
their economic decision would be made up with the hope of acquiring want- 

satisfying materials. As has been stated, profit margin is a general pattern of 
want-satisfying materials expressed in monetary term. 

Decisions generally involve a consideration of both means and ends, and 

ends become emodied in the means.An entrepreneur selects a some specific means 

to achieve his economic objective. In business decision, the selected means is 
production and marketing in abstract term. But with the production and 

I marketing as an abstract concept, entrepreneur could hardly understand how 

these function would be practised in specific quality and qnantity. They have, 
in turn, made up their mind to find or forecast these categories or a frame of 

business operation for the fulfilment of the business objective and their antici- 
pation. Here, we can see that entrepreneur has to forecast the creative, and 

innovative adaptability in the series of controllable means to their changing 



conditions. This forecast will induce to invest capital, and a business enterprise is 

materialistically formed. And then they must decide what kind and how much 

of production factors should be selected, prepared, arranged, and mixed under 

the execution process. This is a management decision for the control of 
production factors. 

In these sense, the translation of ends into means is a continuous process 

and we could find that serial decision is made for the attainment of ultimate 

business goals, and such decision about means becomes again ends, in turn, for 
the next decision in connected series of decisions. They framed a means-end 

chain. 

A means-end chain is simply a way of viewing the decisions we have already 

made: a way of connecting them up in an orderly pattern to make sure that all 
the steps necessary for reaching our objectives are included. 

In these sense, decision making as a entrepreneurial function should be a 

continuous and serial selection of best means for the attainment of ultimate 

end. In other words, It is a serial process of translating the abstract and 

ultimate end into the more concrete and specific means. 

(4) Decisions does not evolve from the plan of man which is relevant to a 

employing controllable means, but from the force of circumstances which 

entrepreneur could not control. Business decision always made up on the balance 

of business environment and business capacity. Therefore, entrepreneur must 

forecast what is the best creative, and innovative adaptability of controllable 

means to its circumstances. Here, we may develop a tentative model for the 

adaptation pattern of business decision. At the earlist days, it seems that 

entrepreneur always have passively adapted to its environment. The adaptation 

pattern might be as follow; 

M=f(E) (M: mean. E: environment.) 

In  a functional basis, business means is composed of production, marketing, 

procurement, personnel, finance, office work, etc. The  adaptation pattern 
would be specified as follow in regard to its functional or operational 

aspect. 

M,(Pd, Mr, PC, Ps, F, 0)  =f(E). (Pd: production, PC: procurement, F: finance, Mr: 

Marketing, Ps: personnel, 0: officework) 

These operations or functions can be done by mixing up business resources 



available. Business resources are composed of human, physical and technical 

resources. The adaptation pattern might be specified again as follow with regard 
to resource aspect. 

M(H.P.T.) =f(E). (H: human P: physical T: technical) 

Under the passive pattern of business decision, entrepreneur is only to try 
to forecast the change of environment for the running of his business. 

In modern times, however, situations are drastically changed. Traditionally, 

human resources were considered and treated like a physical resources and 

it is assumed that they would be managed at will. But, in a developed society, 
it is often pointed out that "the scientific management pioneers emphasized the 
importance of scientific techniques in maximizing the productive capacities of 

machines and men, their concepts of human behavior were strongly founded 

in the rabble hypothesis and the concept of economic man." It implies that 

human being is a rational thinker drived by only economic inducements. But, 

C.I. Barnard asserts that he did not understand human behavior in organiza- 

tions until he had relegated economic theory and economic interests to a secon- 

dary (though indispensable) place, and he found that non-economic motives, 

interests, and processes, as well as economic, are fundamental in behavior 

of the boards of directors as well as the rank and files. 

What does it mean? It might be possible to make an analogy. First, human 

resources were considered as a complete controllable business means, but it 
becomes an imperfect controllable one for the modern entrepreneur. Second, 

human resources have restored their leading position in the operational process. 

Because the knowledge of management is useful only to the extent that people 

are willing to cooperate, and the best methods and technical processes will not 
give good results without cooperation. And thus, the pattern of business 

decision is changed dynamically, and entrepreneur could not help, to some extent, 

considering the human situations as an independent determinant in his forecast- 

ing process. 

It is evidenced by C. I. Barnard that there are some inducements which 
make a man to cooperate willingly. It is no doubt that most of the people 

are willing to cooperate for the material or pecuniary inducements, especially 

they are in the situation of the lowest standard of livings. But, in the 

level above the lowest standard of living, it is evident that another 
inducements such as personal, nonmaterialistic inducements, ideal benefactions, 



social compatibility, feeling of participants, condition of communion, etc., have 

to be given them in order to instigate their cooperative willingness. 

It may strengthen a hypothesis developed by ontological thinking. In an 

economy oriented by poorly satisfied society, human behavior is usually 

motivated by economic drive, but in a well-satisfied society, human hehavior 

is activated by other inducements, as well as economic one. 

An innovation and technical progress in the field of means enable an 

entrepreneur to have an oppotunity to change his environment through well 

devised business operations. Through his trade association, for example, he 

may be able to secure legislation that is favorable to his line of business. By 

working through his elected representatives in government, he may obtain 

favorable laws or prevent the establishment of unfavorable regulations. IIe may 

be able to institute advertising and sales policies that will cause a change in  

the market in which he is operating. 

Consequently, the pattern of business decision is changed once again. For the 

modern business manager, an environment is considered to some degree to be the 

one which has a imperfect controllable feature. Moreover, imperfect controllability 

in human resources, frequent and rapid innovation of resources and 
technique, all of these facts have made the function of forecast more difficult 

and complex. 

(5) As a result of this discussion, it may be concluded that an initial entre- 

preneur of one-man-business had to bear two different types of function.: 
one is decision making function and the other is execution function. The 

former function is divided into three type of sub-function: 

1. investment function 
2. forecast function 

3. management function 

In an one-man-business, for example such as a truck jobber, the entrepreneur 
performs integratedly these four differentiated function. This small scale business 

was, however, inefficient to meet in developing of large scale economy and widened 
trade area, so that more efficient type of larger scale business has been evolved. 

Now, let's remind again that a n  entrepreneur is a decision maker of business. 

In a contemporary business, the number of entrepreneur as a decision 

maker, have increased progressively, and the entrepreneurial group of a 

modern business becomes multipolar one. E. Gutenberg has studied the 



phenomenon of multipolar aspect of entrepreneur group as a decision maker. 

He categorizes the principle of decision-making according to the difference of 

the composition of its group as follows: 

1. Principle of single decision-making 

a. business in which decision is made by owner only 

b. business in which decision is made by owner and manager 

2. Principle of cooperative decision making. 

a, business in which decision is made by owner, manager and laborer 

b. business in which decision is made by national representatives 

c. business in which decision is made by planning board 

With this fact, we can find that the entrepreneurial function is now 

borne by investor as well as other peoples, and manager, laborer, and national 

representatives (represents the public interest) are eventually become a member 

of decision-making group in modern business, and they perform the function 

of forecast through participating in shop committee or Betriebsrat. 

3. Divisional undertaking process of entrepreneur function. 

In an one man business, such as a truck-jobber, all the decision making functions 

were integratedly borne by owner, and even execution functions were done by 

his own effort. But, evolving of cooperative business has effectuated the 

delegation of initially integrated entrepreneurial function. First, the execution 

function was delegated to the employed laborer. This group of employed 

laborers is so small that its management can be effectively undertaken through 

the simple intuitions of leadership. Each member of the group can be directed 

personally, but after Industrial Revolution, along with the growth of specia- 

lization and the increasing size of firms, large number of persons are working 
together and their activities must be coordinated toward the attainment of comany 

objective, and managerial problem becomes the key to success or failure of 
the group. In the other hand, the separation of the worker from control over his 

work and his metamorphosis from a member of a intimate group to a member 

of a large group of specialists have atlered and complicated the job of manag- 

ement. And thus, secondly, management functions delegated to the professional 
manager. 

In this stage. entrepreneur who was formerly owner-manager, came to 

hold two different functions. Then we can see that three different functional 



position is set in hierarchical order. It may be called as a functional hierarchy. 

Even though all human being were same anthropological existence, because 

of their different performing function, they were orderly framed into the 

functional mechanism with hierarchical relationship of command and obedience. 

As management function is a lower means to fulfil the forecast function and 

execution function, in turn, is lower means to fulfil the management function, 

so they could be framed in a business means-end chain. 

Now, we have to define what is the essential entrepreneurial function. That is 

forecast function; a function to find out the possibility of the creative and 

innovative adaptability of means to a changing environment. It is composed 

of contiriual innovative selection courses of means corresponding to its envir- 

onmental conditions, under the willingness of enterpreneur. Investment function 

seems, therefore, to be a complimentary function which would be induced by 

the result of forecast function. 
This essential entrepreneurial function is originally performed by owner 

of bunsiness, and the meeting of stockholders functions initially as a mechanism 

of decision making in joint stock company. Since the vote for decision is in 

proportionate to the amount of investment, it is of no concern and hardly 

possible for the small amount investor to participate and takes a role of decision 

making in a situation of wide dispersion of stock. Hence, they become a 

shareholder and their forecast function is centered in the hand of a few 
managing shareholders. 

The  Frequent and rapid change and innovation both in the environmental forces 

and the factors of business means have, however, made the forecast function 

more complicated and specialized task. Managing shareholder has formed the 

board of drectors, and functionally substitute it with the meeting of stockholder. 

But as has been stated, since the task of forecast becomes more and more 
complicated and specialized, they realized the importance of the participation of 

executive manager as a member of board of directors, and it has been practised. 

Their specialized knowledge and functional ability and the keen insight into 

the dynamic situation of business means have well qualified the executive 

manager as a best bearer of forecast function. In America, it has been evide- 

nced that they becomes functionally the real leader of business through perfor- 
ming the forecast function more rationally. 

4. Conclusion. 



Managerial revolution is explained, by Burnham J.M., as a result of the 

separation of control over access from control over preferential treatment in 

distribution. Essentially, it is doubtful that only control over access instead 

of ownership enable manager to become a powerful leader of business society. 
Because production instrument is only a part of production factor and it 

constitutes physical and technical resources. If there is no entrepreneurial 

and oprational willingness of man, does the other two business resources can 
automotively be mixed up and produce something? In these sense, it is true 

that they are utilized by man as an auxiliary element in operational process. 

As has been stated, however, human resources except entrepreneur considered 

strictly on a functional basis, as an element of perfect controllable means. Even 

they have a same physiological function as a human being, but they are 

compelled to subdue industrial hierarechy and they are forced to make their 

cooperation with entrepreneur, not in the relation of equal position but in 

hierarchical obedience. And thus it effectuates the mechanization of human being. 

But, according to the development of society and prevailing of industrial 

democracy, traditional industrial stociety is gradually break down into the 

modern democratic society and the phenomenon of bearing of entrepreneurial 

function by labor is advented in well-developed capitalistic society. 
I 

As a conclusion of these discussion based upon ontological approach, we may 

define that the preferential treatment in distribution for the investor is not 

justified by his investment but by his perfomance of essential entrepreneurial 

function. Now we may answer to the question why professional manager 

becomes real industrial leader and with this hypothetical conclusion we may 

understand why we have to approach the business as a cooperative system. 

It is a resuslt of liberation of man from machine and meterial and Renaissance 

of human being from the burial in the functional hierarchy in industrial society. 


