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Course Objectives

To introduce students to entrepreneurship and its growth in India.

To impart knowledge on innovation, its types, role of technology in
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To enable students to prepare a feasible business plan
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UNIT =1 - INTRODUCTION TO ENTREPRENEURSHIP

INTRODUCTION TO ENTREPRENEURSHIP

Introduction: The Entrepreneur — Definition — Characteristics of Successful
entrepreneur. Entrepreneurial scene in India; MSME; Analysis of entrepreneurial
growth in different communities — Case histories of successful entrepreneurs.

Similarities and Distinguish between Entrepreneur and Intrapreneur.

Unit Objectives

To introduce students to entrepreneurship and its growth in India.

SECTION 1.1: Introduction

1.1.1 - Entrepreneur

Hello... Budding entrepreneurs...... Hope you going to enjoy entrepreneurship....

Welcome you all by creating a supportive environment that nurtures their creativity,
providing resources and networking opportunities to help them thrive in their
endeavours. Encourage collaboration, offer mentorship, and celebrate their innovative

spirit to foster a vibrant community of entrepreneurship.

Entrepreneurship is the dynamic process of creating, developing, and managing a
business venture with the aim of making a profit. It involves the identification and pursuit
of opportunities, taking calculated risks, innovating, and leveraging resources to build
and grow a successful business. Entrepreneurs are at the core of this process, driving
innovation and economic growth by bringing new ideas, products, or services to the

market. Entrepreneurship encompasses a diverse range of activities, from starting small
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businesses to launching innovative tech startups or pursuing social enterprises focused
on creating positive change in society. The entrepreneurial journey involves overcoming
challenges, embracing uncertainty, and seeking solutions to problems while adapting to

changing environments to achieve long-term success.

Meaning of Entrepreneur: b

";"t,,,,:vif'on g M MESS

An entrepreneur is an individual who creates a -«*«’“"-“""5'E

new business, bearing most of the risk and enjoying most Enttept_gll_e—g!

of the rewards. The entrepreneur is commonly seen as \. of'ﬁf‘émnce
. . . TEAN S
an innovator, a source of new ideas, services and ASSERTIVENESS
LEADE‘RSM'?

business or procedures. Entrepreneurs play a key role in an economy, using the skills

and initiative necessary to anticipate needs and bring good new ideas to the market.

Entrepreneurs are business people who can deduct and send the availability of
business opportunities in each scenario. They will utilize this opportunity to create new

products by employing new production methods in different markets.

Definition of Entrepreneur:

According to J. b say, An entrepreneur is a person who shift economic resources

out of an area of lower productivity into an area of higher productivity and greater yield.

According to Cantillon, An entrepreneur is the agent who buys means of
production at certain prices in order to combine them into a product that he going to sell

at prices that are uncertain at the moment at which he commits himself to his costs.

According to Joseph A. Schumpeter, “entrepreneur as an individual who carries

out new combines of means of production by which there occurs disequilibrium.”
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Types of Entrepreneurs:

v' Innovative Entrepreneur: These are the ones

Innavating
Entrapruneurs

who invent the new ideas, new products, new production

Imnitative
Ertraprangirs

methods or processes, discover potential markets and

Entraprenaue

reorganize the company’s structure. These are the
industry leaders and contributes significantly towards the economic development
of the country. The innovative entrepreneurs have an unusual foresight to
recognize the demand for goods and services. They are always ready to take
a

risk because they enjoy the excitement of a challenge, and every challenge has

some risk associated with it. Ratan Tata is said to be an innovative entrepreneur,
who launched the Tata Nano car at a considerably low cost.

v' Imitating Entrepreneurs: The imitating entrepreneurs are those who
immediately copy the new inventions made by the innovative entrepreneurs.
These do not make any innovations by themselves; they just imitate the
technology, processes, methods pioneered by others. These entrepreneurs are
found in the places where there is a lack of resources or industrial base due to
which no new innovations could be made. Thus, they are suitable for the
underdeveloped regions where they can imitate the combinations of inventions
already well established in the developed regions, in order to bring a boom in
their industry.

v' Fabian Entrepreneurs: These types of entrepreneurs are skeptical about the
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changes to be made in the organization. They do not initiate any inventions but
follow only after they are satisfied with its success rate. They wait for some time
before the innovation becomes well tested by others and do not result in a huge
loss due to its failure.

v' Drone Entrepreneurs: These entrepreneurs are reluctant to change since they
are very conservative and do not want to make any changes in the organization.
They are happy with their present mode of business and do not want to change

even if they are suffering the losses.

This Section Briefly explains about
Entrepreneurship, types and Etc

Entrepreneurs: Visionary individuals who create,
manage, and take the risks in business endeavors.

Small Business Entrepreneurs: Start and operate
small-scale businesses.

Social Entrepreneurs: Focus on social or environmental
change.

1.Serial Entrepreneurs: Start multiple ventures over time.
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1.1.4: CHARACTERISTICS OF SUCCESSFUL ENTREPRENEUR

Successful entrepreneurs often exhibit the
following characteristics:

v' Create new :The entrepreneur is
concerned with creating new initiatives

with new ideas. In order to meet the

inadequate demand in the market, such initiatives begin as a small businesses.
These new initiatives create new prices, create new markets, and new
customers.

v Leadership :An entrepreneur has a vision. However, this approach takes a lot of
resources to implement. One of these organizations is a person who performs
various tasks like entrepreneurial production, supply, accounting, etc.

A single person can not perform all the tasks and so it is important
for some people to do this. This makes leadership very important because a
leader provides the necessary instructions for the workers’ efforts. Without proper
leadership, everyone will work independently without achieving deliberate results

v' Open-minded: A good entrepreneur can understand that each situation can be a
business opportunity with the personality traits of an entrepreneur. Thus, it can
be used for the benefit of the organization. For example, PETMA understands
the significance of demonetization and during this time the requirement for online
transactions was much higher than before hence it is widely used and increased
during this period.

v' Courage to take risks: This is the first and foremost feature of the entrepreneur.

Failure to start a business involves a significant amount of risk. Thus, the
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courage and ability to take risks for the entrepreneur are essential.

v" Innovative:In a world, where almost everything has been done, inventions are
an invaluable gift. Innovation basically creates a new concept through which you
can start a business and earn a lot of profits.

Innovation can be in the form of a product, for example, launching a
product that no one sells on the market. It can also be processed, i.e., make

the

same work more effective and profitable with 10 characteristics of an
entrepreneur:

1. Dreamer :Everyone with the qualities of a good entrepreneur will be a visionary.
Without any aspect of the future of his venture, from the attributes of an
entrepreneur, he will continue to work successfully without any success.

2. Networking capability:

One of the characteristics of successful entrepreneurs is developing a strong
network with common traits of entrepreneurs.Although schools and events can
provide a role, successful entrepreneurs should know how to increase these
opportunities for developing connections with experienced people through strong
fielding of their field, investor, or advisors. Characteristics of entrepreneurship
describe the essential skills of a successful entrepreneur.

3. Profit potential:

“‘Possible level of profit is the possible level of return or compensation to
entrepreneurs to risk the development of a concept in real business ventures.”
Without the prospect of profit, entrepreneurs’ attempts will only be abstract and
theoretical retirement activities with characteristics of an entrepreneur with
examples.

4. Flexible:Entrepreneurs know how to adapt to unfamiliar situations. If they need
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their business they can learn how to create a website or send invoices, they will
do it from four primary characteristics of successful entrepreneurs. Whatever it is,
the organizers are ready and willing. With important characteristics of a
successful entrepreneur, a person always brings things with an open mind and is

willing to change them if necessary.

5. Take risks and challenges: The business may create problems, but no matter
when. Entrepreneurs do not shy away from challenges or conflict. Instead, they
face them and come up with solutions. They know how to effectively solve the
problem.Entrepreneurs also know what to do most for them. Time, money, and
effort are not used unnecessarily. Everything has a plan and a purpose of the
characteristics of Richard Branson as an entrepreneur.

6. Dedicated:One of the characteristics of successful entrepreneurs is an emotion
which is essential for a business owner or professional success. Without passion,
there is no reason for your work and there is no drive to do it with the business
gualities of a successful entrepreneur.They are highly dedicated to business
operations. To be successful, you must be confident in yourself and your
business and you will be active with what you do and how you do it with key
personal attributes of entrepreneurs.

7. Perseverance: In an interview with The Computerworld Smithsonian Awards
Program, Apple founder Steve Jobs said, “I'm sure about half the pure
perseverance to separate successful entrepreneurs offline. “Because of their
emotions toward their ideas, entrepreneurs are willing to start a successful new
business and work long hours and hard work as a part of the different
characteristics of a successful entrepreneur.Are you self-transmitted? The

organizers have their own boss, which means that there is no one to work on
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them with the main characteristics of successful entrepreneurs.You will be
charged for your own time and how you spend it for four main characteristics of

successful entrepreneurs.

8. Persuasive:To be successful in business, you need to know the business. If you
are a man and know how people listen to you, you can become a successful
entrepreneur. Characteristics of entrepreneurship describe the essential skills of
a successful entrepreneur.Especially when they first start, the entrepreneurs will
buy their big ideas from those around them with the traits and skills of successful
entrepreneurs.

9. Decisive: There is no room for procrastination in business. Entrepreneurs know
what to do and do not hesitate to take a successful direction based on the
important qualities of an entrepreneur.They do not let the opportunity pass by
them; Instead, they seized the day and completed the job to describe the
characteristics of a successful entrepreneur.

10.Future Focused: Entrepreneurs focus on going forward, they are always looking
forward to the future with the qualities and characteristics of a successful

entrepreneur.

1.1.5 ENTREPRENEURIAL SCENE IN INDIA

The entrepreneurial scene in India was quite dynamic and evolving rapidly. India had
become one of the world’s fastest-growing startup ecosystems. Here are some key

aspects of the entrepreneurial scene in India:
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% Diverse Sectors:Indian entrepreneurs were active in a wide range of sectors,
including technology, e-commerce, fintech, healthcare, education, and renewable
energy.

% Government Initiatives: The Indian government had launched several initiatives
to promote entrepreneurship, such as “Startup India,” which provided benefits

and support to startups.

X/
o0

Investment: India had a growing venture capital and angel investor community,
with investments pouring into startups from both domestic and international

investors.

X/
o0

Unicorns:India had produced several unicorn startups (companies with a

valuation of over $1 billion), including companies like Flipkart, Ola, Paytm, and

Zomato.

% Tech Hubs: Cities like Bangalore (often called the Silicon Valley of India),
Mumbai, Delhi-NCR, and Hyderabad were prominent startup hubs.

% Innovation: Indian startups were known for innovation, developing solutions
tailored to the unique challenges and opportunities in the Indian market.

% Challenges: Despite the growth, Indian entrepreneurs faced challenges like

regulatory complexities, infrastructure issues, and intense competition.

1.1.6 MSME

MSME stands for Micro, Small, and Medium Enterprises. These are small and
medium-sized businesses that play a significant role in economic development and
employment generation in many countries. The classification of MSMEs varies from one

country to another, but it typically depends on factors like turnover, investment in plant
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and machinery, or number of employees. They are often eligible for various government

incentives and support programs to promote their growth and sustainability.

MSME — Micro, Small, and Medium Enterprises are the backbone of the Indian
economy. They account for nearly 8% of the country’s GDP, around 45% of the total

manufacturing output, and approximately 40% of the country’s exports.

In accordance with the Micro, Small and Medium Enterprises Development
(MSMED) Act of 2006, the Indian government has introduced MSME, or Micro, Small
and Medium Enterprises. These businesses specialize in the manufacture,

manufacturing, processing, or storage of products and commodities.

1.1.7ANALYSIS OF ENTREPRENEURIAL GROWTH IN DIFFERENT
COMMUNITIES

Entrepreneurial growth can vary significantly among different communities due to a wide
range of factors, including economic conditions, cultural norms, access to resources,
and government policies. Here's a brief analysis of entrepreneurial growth in different

communities:

v Urban vs. Rural Communities
e Urban areas often have better access to infrastructure, capital, and a

larger customer base, which can foster more entrepreneurial activity.

e In rural communities, agricultural and agribusiness ventures are common,

but access to resources and markets can be a challenge.
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v" Cultural and Social Factors:
Cultural norms and social expectations can influence entrepreneurship. In

some cultures, risk-taking and innovation are encouraged, while in others,
stability and tradition may be emphasized.
v" Economic Conditions:
e Communities with stronger economies tend to have more opportunities for
entrepreneurship.
e In poor areas, entrepreneurship can be a means of economic
empowerment and poverty reduction.
v" Access to Education:
Communities with better access to education and vocational training often
produce more entrepreneurs with the skills needed to start and run businesses.
v" Government Support and Policies:
e Government policies, such as tax incentives and access to funding, can
significantly impact entrepreneurial growth in a region.
e Investigate local government policies and regulations that affect
entrepreneurship, such as taxation, licensing, and zoning laws.
e Examine incentives or programs for startups, like tax breaks or grants.
v' Technology and Connectivity:
Communities with better internet access and connectivity may have an
advantage in tech-driven entrepreneurship and online businesses.
v" Demographics:
The demographic composition of a community, including age, gender, and

ethnicity, can influence the types of businesses that emerge.
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v Local Industry and Specialization:

Some communities are known for specific industries or sectors, which can
drive entrepreneurship in those areas. For example, Silicon Valley in the U.S. is
renowned for tech startups.

v" Collaborative Ecosystems:

The presence of networking opportunities, incubators, and co-working

spaces can facilitate entrepreneurial growth.
v Globalization:
In today’s interconnected world, communities with global connections and
export opportunities may see more entrepreneurs looking beyond local markets.
v" Access to Resources:
e Examine the availability of funding sources like venture capital, angel
investors, and small business loans.
e Assess the presence of startup incubators, co-working spaces, and
business support
v Industry Clusters:

Identify any industry clusters or sectors that are particularly strong in the

community, as these can stimulate entrepreneurial activity.
v" Infrastructure:

Evaluate the quality of infrastructure, including transportation,
communication, and technology, as these factors can impact business
operations.

v" Market Demand:
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Assess local market demand for various products and services. A
community with unmet needs may offer opportunities for entrepreneurs.
v" Networking and Community Support:
Investigate the presence of networking events, business associations, and

mentorship programs that can support aspiring entrepreneurs.

1.1.8 CASE HISTORIES OF SUCCESSFUL ENTREPRENEURS

v" Puneet Gupta

The most reputable astrological forecasting app,
Astrotalk, is owned and operated by Puneet Gupta, who
also serves as its founder and CEO. Puneet, who is
from Delhi, the nation’s capital, introduced a novel
business concept that connected customers with trusted

astrologers. The top astrologers who offer consultation

services via audio call and chat are listed on Astro talk, which offers free consultation
services to new customers. The start-up, which was established because of an
astrological forecast, now plans to broaden its reach into other markets. The tech-
astrological platform places a strong emphasis on privacy, reaffirming customers’ trust
and assisting them in maintaining the proper balance by providing solutions and
remedies for a range of life issues. Puneet is a fervent proponent of and adherent to the
business maxim “Talk to Your Customers,” which has been credited with his significant

success and early billionaire status.
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v' Sachin Bansal &Binny Bansal — Flipkart

Flipkart was started by Sachin and Binny
. Bansal as a small eCommerce business in
their garage, and the rest is history. In 2018,

one of India’s wealthiest businessmen sold

75 % " . j Flipkart to Walmart for $16 billion.The 1T
graduate helped Binny move books by himself and helped start the eCommerce
marketing craze. The company’s SEO, design, marketing, and content were all within

Sachin’s purview. Binny managed the backend operations and delivery well. What
started off as an INR 4,00,000 venture quickly gained recognition and, eventually, an

astonishing bid from Walmart. The initial version of the website was the first thing that
Bansal built from scratch. He has been actively investing through the company he
currently works for, Navi Technology. One of India’s most successful startup success
stories is without a doubt Flipkart. Everyone would be familiar with the Bansal’'s’ way,
which they called “Flipkart.” Both of them, who have IIT-D degrees and have worked for
Amazon in the past, pitched a similar idea to the Indian market. Only starting to sell
books online in 2007, Flipkart has now grown to sell almost anything, from household
goods to personal care items, books, and office supplies. Mobile has been at the core of
Sachin’s strategy from the start, and it currently accounts for more than half of Flipkart's
revenue, according to an article on Yourstory.com. According to a Quora.com post,
Sachin acknowledged in an interview that founding Flipkart was the most foolish thing
he had ever done and that everyone else thought he was crazy. However, it recently
paid almost INR 2000 crore to acquire Myntra. According to a Wall Street Journal
article, Flipkart has been elevated to the top five-billion-dollar start-up club and has a

worth of $11 billion.
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v' Mr. Saurabh Pandey

Saurabh Pandey is one of the most reputed and well-
read personalities in the field of digital marketing who

is also the founder and CEO of “Brandveda” a digital

marketing institute. He is a self-made visionary man who has built this huge empire with
continuous hard work and efforts. . He started his teaching career 18 years ago with just
5 students in a 100 square foot room in Ahmedabad and since then he has not

looked
back and made consistent efforts to train students. Till now he has trained 50000+

students in his 18 years of journey. Today he has a desire to train 60000+ students.

He has been an excellent support and mentor to all of this student. With more than 18
years of excellent expertise in the field of digital marketing, he has the foresight to give
people top-notch learning opportunities and experiences relevant to the sector.
Brandveda, which he founded with just 5 students, is now Ahmedabad’s top digital
marketing school because of his relentlessness and his tenacity. His diligent efforts
have made him reach to such platform where he has been awarded by times top

education and optimal media. His work has also been published in newspapers.

v" Mr. MukkaObul Reddy

The chairman and managing director of the real
estate and construction firm Honey Group are Mr.
Mukka Obul Reddy. His empire currently has
more than 500 employees and over 100 active

projects, and it is expanding daily. The business

adheres to the principle of keeping up with market

developments and technology while keeping homes accessible to the average person.
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Mr. Reddy has demonstrated that perseverance and hard effort are rewarded by
starting his dream organization after working as a door-to-door salesperson. He is
regarded as a modest individual whose ambition of assisting hundreds of families
includes offering free health and education benefits to guarantee total support for his

employees and their families.

v" Bhavish Aggarwal — Ola Cabs
Bhavish Aggarwal — Ola Cabs — Top Indian Entrepreneur’s Success Stories

While serving on the Microsoft research

team for two years, Bhavish Aggarwal

O oLA

Bhavish Aggarwal

Olo Caobs Founder

continued on his illustrious path. He

founded the multibillion-dollar enterprise Ola

Cabs. Bhavish, an IIT Bombay alumnus,

paved the route for his achievement with his energy and vivid vision. Along with co-
founder Ankit Bhati, Bhavish was the youngest person on Forbes’ list of the richest
people in India in 2015. He founded his own taxi company after experiencing overpriced
and unsatisfactory cab services. Ola makes it simple to get a cab from any location in
the nation. Bhavish’s appeal expands as more local and big cities adopt it. Since then,
he has made a name for himself as a prosperous businessman. The most successful

taxi company in India is Ola Cabs, which has more than a million users.
v' Anirban Bhattacharya

e

Anirban, an English Language and Literature graduate from

Calcutta University has always been interested in learning

more about the lucrative sector of entrepreneurship. He

worked as an internet marketing associate after earning his
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MBA, and then as a freelancer doing digital marketing and

content creation. Later, he was hired as the Operations Manager at Google Spider
thanks to his skills. Anirban has more than 10 years of expertise in the marketing
and advertising industry. The pandemic was the catalyst for him to start The Rank
Company, a business that provides all-inclusive digital marketing solutions and jobs

specifically to those who were unemployed during the outbreak.

v' Ritesh Aggarwal — Oyo Rooms

Ritesh Aggarwal had no problem taking
chances or trying new things. And he has been

handsomely compensated thanks to the

success of Oyo Rooms, which he started
in

2013. In the year of the epidemic, he rose to become the second-youngest billionaire in
the world.Ritesh did not go to college the way most people do. Before finishing his
study, he left the Indian School of Business and Finance. Isn’t that terrifying? The fact
that Ritesh lacks a college degree has no bearing on his achievement. When Oyo
received the Thiel scholarship, he put the past behind him and focused on the
future.Always, offering affordable housing was his top priority. Regardless of location,
Oyo still provides. By 2020, the value of Oyo is anticipated to have climbed to more than
$1.1 billion. Ritesh has come a long way despite being only 27 years old.The largest
budget hotel chain in India is called “OYO Rooms,” and it has over 500 hotels and
50,000 rooms. Ritesh Agarwal launched it in 2012 with the goal of offering
straightforward, reliable lodging, and since then, it has transformed the Indian hospitality

sector. An article on Yourstory.com claims that the business now collaborates with
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4,200 hotels across 170 different cities, reserving up to a million room nights each
month.Since it is committed to tackling the issue of low-cost hotel availability,

cleanliness, and affordability nationwide, OYO Rooms has experienced enormous
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success. In order to secure rooms that can be rented out to people who want to use its

services, OYO works with a number of hotels.
v" Mr. Anant Agarwal

The area of healthcare is the one that is now I )

advancing the most quickly. Indoriv Clinical, a
clinical research organization founded in 2012,
was founded by Mr. Anant Agarwal. Since
being offered a freelance position by his first
client, Mr. Anant has established his company
brick by brick without any prior knowledge of the practicalities of remaining in the
market.According to Mr. Agarwal, the secret to sustainable development is
perseverance, discipline, and determination. After dominating the market for ten years,
Indoriv Clinical is best recognized for being a hybrid CRO that works in three different

industries. It has a significant impact on the drug development process.

v Nandan Reddy, Rahul Jaimini &Sriharsha Majety — Swiggy

Swiggy, which competes with Zomato for

the title of the most well-liked meal delivery

service, has grown rapidly. On the other

| hand, when it first entered the market, meal

delivery lacked a strong
foundation.In

actuality, it was supposed to be a Bundle courier service by Reddy and Majesty. But
when they met Jamini, they thought differently. As a result of its effective

network
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building, Swiggy was established. Since its launch in 2013, Swiggy has raised a
significant amount of cash. Customer satisfaction has always been a top objective for
business owners. Customers receive their meals on time thanks to Swiggy’s effective
logistical practices. Swiggy has overcome the challenge of hiring remote workers who
deliver food on time. With the three founders, the unicorn start-up is exploding and is

currently operating successfully.

v Vijay Prakash

The platform GVD Wealth Professional Pvt
Ltd, which teaches people how to trade and
invest in the stock market utilizing the “5

Minute Millionaire Pro Trader” system, was

co-founded and 5 directed by
Vijay

Prakash. He is known as the King of Swing Trading by his mentees. He works as the
head trainer at Wealth Architects Academy and is a wealth coach. He is the inventor of
the SMMPT SYSTEM, which makes stock market trading easier for regular people. He
has been trading for more than sixteen years, and he has made it his goal to enable the
common person to trade and profit.Over 50,000 people have been inspired to trade his
thoughts and concepts through his seminars and workshops. Along with being the co-
author of the Amazon number one bestseller “Slumdog Investor- Crack the Code of
Money Making in 9 Easy Steps,” Vijay has received the Wings Publication Golden Book
of the Year award.He was named the Financial Literacy Ambassador and Influencer of
the Year by MS Talks India, and over the previous 12 months, he has won over 12

awards and recognitions, including the Entrepreneurs Forum of India’s award for the
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best stock market strategist.By the year 2030, he wants to teach one million people to

become professional traders and investors.

v' Vijay Shekhar Sharma — Paytm

Paytm was founded by and is still run by Vijay
Shekhar. And there is no doubt that Paytm’s
popularity has catalyzed a nationwide explosion in
digital payments.As a student at DTU when he
created Indiasite.net, Sharma has a history of

generating brilliant work. For that, he received $1

million. Later, he established One97 Communications,
which evolved into Paytm.Digital payments have undergone a revolution thanks to
Paytm, and that trend is not about to stop anytime soon. Vijay Shekhar’s reputation
consequently keeps growing.WithoutPaytm money, we wouldn’'t have phones, which

proves that Paytm has effectively engaged its audience and will do so in the future.

v' Swati Vakharia

Swati is the brains behind Nabhi Sutra and Women
Planet and holds an outstanding master’'s degree in
business management. She owns an IT company,

works in digital marketing for almost fourteen years,

R ‘,‘{r and manages a campaign called Muskaan to inform

4 ;‘ women in rural regions about menstruation hygiene.

When Swati realized the value of holistic health in
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2019 and frequently found herself drawn to traditional medicines for answers, she
founded Nabhi Sutra. She attempted to offer a solution for everyone by reintroducing
the unique, natural, and pure Ayurvedic practices and age-old traditions after learning
the necessary knowledge of Ayurvedic medications with the aid of her cousin. Given
that the navel is thought to be the site of healing and transformation, the healthcare
start-up offers a multitude of treatments through “belly button oils. "On its website and
various online marketplaces including Amazon, Etsy, Flipkart, and others, Nabhi Sutra
sells its items using interactive digital catalogs. The business will soon open physical
storefronts in various regions of the nation. The Femina Power brand for the year 2022
was given to Nabhi Sutra, which has served more than 15,000 clients in India to date.
The company wants to earn Rs. 5 crores in revenue and recruit investors in later
rounds.

Deepinder Goyal — Zomato

Nobody remembers the name Foodiebay. Despite having started it, DeepinderGoyal is
more recognized for Zomato, which is a renamed version of Foodiebay. Online food

reviewers launched Zomato in the beginning. Meal bloggers were urged to provide frank

assessments of the level of service and food quality
at each establishment. In addition, it gave
Deepinder's coworkers access to menu cards,
which inspired him to start Zomato. He attended IIT
Delhi and worked at Bain & Company
before

founding Food ie bay. In the past ten years, Deepinder has emerged as one of India’s
most well-known food entrepreneur success stories. The company now has operations

in Portugal, New Zealand, and Qatar in addition to India. Zomato also acquired Urban
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spoon and started a food delivery service in Australia and the United States.

They lacked the financial resources when they originally began Zomato, but as they
say, perseverance pays reward. We all know how successful Zomato is right now. A
Yosuccess.com article claims that it is the biggest media outlet of its kind in Asia and
among the best worldwide, with a consistent and unified presence in more than 10,000
cities across 22 countries. We all know that Zomato’s marketing plan is one of its most
important benefits. Once the notice is turned on, you will start receiving complete urging
messages in your native language, which will greatly aid the business’s future
expansion. In order to let Indians discover new tastes in a range of foods, this online
restaurant platform was established in 2008. For all of your appetites, whether for food,
beverages, or alcohol, “Zomato” is a one-stop store. It is an internet restaurant directory

that also lists coffee shops and nightlife.

v’ Sanjeev Sarna

Sanjeev, an ayurvedic healer with more than thirty
years of expertise, is one of the co-founders of
Teachers Grace Scientific Ayurveda. He has 35 years
of experience in the field of brand communications and
has held various successful positions at some of the

top advertising companies in the nation. Sanjeev has

successfully managed a boutique brand
communications firm thanks to his sharp mindset and ethical business principles. He
became a Vaidya after entering the field of Ayurveda as a result of a personal meeting.
As a gesture of gratitude to his guru, Sanjeev has provided free Ayurvedic treatment to
more than 1,50,000 people.Teachers’ Grace has become one of the most reputable
brands in the industry thanks to his expertise in Ayurveda and brand-building

techniques.

_ Perivar University — CDOE]| Self Learning Material




v" Varun Alagh and Ghazal Alagh — Mama Earth

The founders of Mamaearth are Ghazal and Varun, who
are also partners in real life. Mamaearth is an online-only
business model that depends on advertising deals on
direct-to-consumer platforms like Amazon, Flipkart, and
others and its unavoidable agreements, together with the

suggestion of products seen in real-world regular stores.

Since they trained a young child to maneuver

cautiously, Varu and Ghazal knew that the infant’s skin was damaged by the newborn
care products they ran over and that there were no other safe options. The couple
decided to import reputable childcare products created overseas that were otherwise
identical because they couldn’t discover anything in India that was trustworthy.In a
strange manner, MNCs like Himalaya and Johnson and Johnson are competitors of
Mamaearth, as are online electronic marketplaces like Nykaa. Mamaearth Products,
which sells a variety of child-related items such as frills, apparel, and toys, directly

competes with a few established and up-and-coming organizations.

v" Praveen Malhotra

By aiming high, you could just succeed in doing so.
Praveen Malhotra, a Fulbright scholar from Carnegie
Mellon University, has worked for STAR India Pvt Ltd,
Radio City, and Big FM and was nominated for a

News Corp global excellence award in 2004. She was

also a founding member of Radio City and Big Fm
and

a member of the Kaun Banega Crorepati (2000) launch team. To see through the true
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market issues, she naturally has a knack for business planning and revenue. Known for
developing cost-effective P&L and distribution partners while keeping a close watch on
income growth She diligently acquired knowledge for 30 years, leading to the successful
introduction of Teachers Grace Scientific Ayurveda, in an effort to reinvigorate the belief
in Ayurveda, the art of healing, and the splendor of our ancient medicinal sciences. A
start-up in the wellness and personal care space, the company of 2019 has a catalog of

4 wellness-related products and 5 premium personal care products that are also sold by
Apollo Pharmacy, TATA 1MG, Amazon, Flipkart, 24-hour retail chain, Sodhi’s, and will

soon be available on Nykaa and Purpple.com.

v' FalguniNayar — Nykaa

Nykaa, one of India’s major organizations for

. h beauty and design, was founded by Falguni Nayar.

“ The founder and President of Nykaa is renowned
‘: for being the most lavish independent woman in
India and is listed as the eighth most extravagant
independent woman in the entire globe.The overall
value of Falguni’s holdings could change by as much as Rs 57 crore in a single year.
The organization soon attracted attention with its slogan, “Your Beauty, Our Passion,”
which caught the attention of both women and children. We are aware that Nykaa’s
successful marketing assets for gaining consideration through the distribution of sizable
and persuasive offers contributed to their success. When Nykaa was founded in 2012,

everything got started. Falguni Nayar discovered a problem with the Indian market for

beauty products when searching for a promising business opportunity there. Despite
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strong demand, the Indian market for beauty products lagged behind that of other
countries due to a lack of item accessibility in many areas. She was inspired by this to
work with her boyfriend Sanjay Nayar to launch Nykaa. Starting out as a web-based
cooperation, the stage eventually evolved into an omnichannel alliance with Amazon,
Flipkart, and many other retailers. Before embarking on her groundbreaking project
when Nayar was approaching 50, Falguni spent more than 25 years working in the

business sector.
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1.1.9 SIMILARITIES

AND

DISTINGUISH

BETWEEN ENTREPRENEUR ANDINTRAPRENEUR
Basis Intrapreneur Entrepreneur
Authority An intrapreneur is just an idea generator. The | An entrepreneur is the
decision to execute/realize the idea lies with the | ultimate decision maker.
entrepreneur/owner of the organisation He works independently
and hold the complete
authority to whether/not
execute a plan.
Work Being an associate at the organization, an | An entrepreneur sets the
environment | intrapreneur has no option but to accustom himself in | work culture and the
accordance to the pre-existing organizational culture. | environment for his
employees
Finances An intrapreneur plays within an organization. Thus the | The entrepreneur raises
company raises funds required to deploy an idea. funds required to

execute/run the enterprise.

Responsibility

An employee upgrades to an intrapreneur. Thus, he
knows his area of work and is responsible only for the

assigned tasks.

However, an entrepreneur
is the owner. He oversees
activities

all running/

affecting his organization.

Risk

since, an intrapreneur is ultimately an employee, he

does not bear much risks involved.

The entrepreneurs is the
ultimate risk bearer, being

the owner of the enterprise
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Rewards

Since, an intrapreneur may or may not receive
applause for sharing his idea/execution of a plan. The

decision of sharing success is solely company’s call.

An entrepreneur being the
decision maker decides if
he wishes to share the

success/reward with his

employees.

Motivation An intrapreneur is often motivated with the | An entrepreneur is self-
perks/incentives that he may receive post the task is | motivated and has nothing
completed. Or, with the speech of his superior. but a zeal that motivates

him.

Conduct An intrapreneur works within the organization An entrepreneur may not
necessarily operate from
within the organization

Unit- "Entrepreneurship is the dynamic process of identifying, creating, and pursuing

Summary business opportunities. Entrepreneurs innovate, take calculated risks, and utilize

resources to establish and manage ventures, aiming to create value, solve
problems, and achieve success. It involves the development of new ideas,
products, or services, requiring resilience, adaptability, and a proactive approach
to overcome challenges and foster growth in a constantly evolving business
landscape."”

Check your 1. c) Process of identifying opportunities and creating value
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Progress

2. ¢) Avoiding innovation

3. a) Strengths, Weaknesses, Opportunities, Threats

4. b) Micro, Small, and Medium Enterprises

5. b) Agriculture and Agribusiness

6. b) Entrepreneurship that includes diverse social and economic groups

Glossary Startup: A newly established business venture, often characterized by innovation
and scalability.
Entrepreneur: An individual who starts and manages a business, taking on
financial risks in pursuit of opportunities.
Pitch: A brief presentation where an entrepreneur explains their business idea to
potential investors or partners.
Profit: The positive financial gain or earnings made by a business after deducting
expenses.
MVP (Minimum Viable Product): The basic version of a product with just
enough features to satisfy early customers and provide feedback for future
development.

Self- Essay Type Questions

Assessment 1. Define entrepreneurship and list three characteristics of a

Questions successfulentrepreneur.
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2. Describe the current entrepreneurial scene in India, with a focus on MSMEs
(Micro, Small, and Medium Enterprises). What challenges and opportunities do
they face?

3. Analyze the entrepreneurial growth in different communities in your region.
Provide examples or case histories of successful entrepreneurs from these
communities.

4. Explain the similarities and differences between an entrepreneur and an
intrapreneur. How do their roles and responsibilities vary within an
organization?MCQ

What is entrepreneurship? a) Employment in a large organization b) The
process of starting and running a business c) Investment in stocks and bonds
d)Government service

Answer: b) The process of starting and running a business

2. What is a business plan? a) A marketing strategy b) A document outlining
thegoals and strategies of a business c) Financial statements d) A legal contract

Answer: b) A document outlining the goals and strategies of a business

3. Which of the following is a characteristic of successful entrepreneurs?
a) Risk aversion b) Resistance to change c) Proactive mindset d) Reliance on a
singlesource of income

Answer: c) Proactive mindset

4. What does SWOT analysis stand for in the context of entrepreneurship?
a)Strengths, Weaknesses, Opportunities, Threats b) Sales, Workforce,
Operations, Technology c) Savings, Wealth, Organization, Training d) Strategic,
Winning, Outstanding, Tactics

Answer: a) Strengths, Weaknesses, Opportunities, Threats
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5. Which type of innovation involves introducing a new product or service
tothe market? a) Process innovation b) Business model innovation c¢) Product
innovation d) Incremental innovation

Answer: ¢) Product innovation

6. What is the primary goal of market research in entrepreneurship? a)
Increasing production efficiency b) Identifying potential customers and their
needs c) Reducing operational costs d) Enhancing employee morale

Answer: b) Identifying potential customers and their needs

7. What is bootstrapping in the context of entrepreneurship? a) Using
external funding to start a business b) Starting a business with minimal external
resources c) Collaborating with competitors d) Investing in high-risk ventures

Answer: b) Starting a business with minimal external resources

8. What is the term for the legal protection granted to an inventor for a new
and useful invention? a) Copyright b) Trademark c) Patent d) Trade secret

Answer: c) Patent

9. What is the significance of a unique selling proposition (USP) in
entrepreneurship? a) It defines the legal structure of a business b) It outlines
thefinancial goals of a business c) It differentiates a product or service from
competitors d) It determines the market share of a business

Answer: c¢) It differentiates a product or service from competitors

10. What does ROI stand for in the context of business and
entrepreneurship? a) Return on Investment b) Rate of Inflation ¢) Revenue
fromOperations d) Risk of Insolvency

Answer: a) Return on Investment
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Case Study /

"Airbnb: Disrupting the Hospitality Industry”. This case study explores the story of Airbnb, from

Activity its humble beginnings as an idea to its evolution into a global accommodation and travel
platform. It delves into how the founders identified a gap in the market, their innovative
business model, challenges faced, and the company's growth through disruptive innovation.

Suggested Reddy, N., Entrepreneurship: Text and Cases, Cengage Learning, 2010.

Readings
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MBA — Entrepreneurship Development Unit 2

UNIT 2— INNOVATION IN BUSINESS

UNIT 2— INNOVATION IN BUSINESS

Types of Innovation — Creating and Identifying Opportunities for Innovation
— Design Thinking- The Technological Innovation Process — Creating New
Technological Innovation and Intrapreneurship — Licensing — Patent Rights

— Innovation in Indian Firms

Unit - Il Objectives

To impart knowledge on innovation, its types, role of technology in innovation, patents and licensing.

SECTION 2.1: Innovation in Business

Introduction to Innovation

Hi Future Entrepreneurs......!l!

Welcome to the WORLD of ENTREPRENEURSHIP....

We are very happy to present this Self-Learning Material on
Entrepreneurship to you.

It is our great pleasure and privilege to give you a wonderful experience in
the journey of learning the various concepts and contexts of

Entrepreneurship innovation in detail.
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INNOVATION...

You would have heard this term in your life at many places.

What does the term innovation mean to you?

Innovation refers to an individual or organization
creating new ideas, such as new products, workplace

processes and upgrades to existing services or products.

In business, innovation can promote growth, help
ensure the organization can compete with new market trends

and help generate profit.

Today‘'s competitive landscape heavily relies on

innovation. Business leaders must constantly look for new

ways to innovate because you can't solve many problems with

old solutions.

Innovation is critical across all industries; however, it's
important to avoid using it as a buzzword and instead take

time to thoroughly understand the innovation process.
Why is innovation important in business?

Innovation can add significant value to your business by
finding more profitable ways of doing things, introducing

popular new products or services, or optimizing your

operations. All these things will ultimately result in an increase

in profit.
Innovation in business example:

This is when you transform business operations. Ride-

sharing platforms, such as Uber or Lyft, are an example of

this. They took the taxi and car service companies' business

model and altered it to a peer-to-peer, digitized model.
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Definition of Innovation:

According to Alan Altshuler and Robert D. Behn, innovation includes original
invention and creative use. These writers define innovation as generation, admission
and realization of new ideas, products, services and processes.

Drucker defined innovation as the task of endowing human and material

resources with new and greater wealth-producing capacity.

Everett Rogers' diffusion of innovation theory describes the patterns of how
innovation spreads throughout a population. Innovation refers to new ideas, products,

services, or behavior.

Merriam Webster defines 'Innovation as the introduction of something new, a

new idea, method or device'.
Types of Innovation:
Innovation in business can be grouped into two categories:

v/ Sustaining innovation: Sustaining innovation enhances an organization's
processes and technologies to improve its product line for an existing
customer base. It's typically pursued by incumbent businesses that want
to stay atop their market.

v' Disruptive innovation: Disruptive innovation occurs when smaller
companies challenge larger businesses. It can be classified into groups
depending on the markets those businesses compete in. Low-end
disruption refers to companies entering and claiming a segment at the
bottom of an existing market, while new-market disruption denotes
companies creating an additional market segment to serve a customer

base the existing market doesn't reach.
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Patience: Recognizing that developing new business ideas

takes time.
TRAITS OF
Proactive problem-solving: Seeking solutions to challenges INNOVATION IN
using innovative approaches
ENTREPRENEURSHIP

Effective communication skills: Conveying ideas and

networking with industry professionals

1.Determination: Overcoming obstacles and persevering in
the face of challenges.

Adaptability: Embracing change and incorporating evolving
market trends into business plans.
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SECTION 2.2: CREATING AND IDENTIFYING
OPPORTUNITIES FOR INNOVATION

Dear Learners, we had the basic understanding about the meaning and
definitions of Innovation in the first section. In this section, let's have the understanding

about important innovation opportunities that lays the foundation for all the processes.

When we carefully analyse the concept and definitions of innovation, there are

certain steps for generating new Business opportunities.
Three ways to identify opportunities for Innovation

Fostering innovation is sometimes easier said than done. The following are some things
that businesses can do to help.

+ Focus on the Right Areas

% Revenue: Just because a singular point of transaction works this month
doesn‘t mean a subscription-based offering won‘t be popular later. Pay
attention to how other companies are charging for their services and ask
your customers for feedback on how they prefer to make payments or pay
for their services and update accordingly.

% Products: You wouldn‘t get rid of your most popular service or item, but
that doesn‘t mean you can‘t branch out regarding what you offer and/or
produce. Pay attention to opportunities for exciting ways to surprise your

customers with new products or services when it makes sense to do so.

K/
L X4

Business Model: Don‘t be afraid to throw out the book completely if it
doesn‘t make sense or serve you anymore. If in-office business is down,
consider home visits. If you‘ve always had a storefront but moving to an
online-only or a third-party seller would save you money, it may be time to

make the shift.
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+ Get the Right Input

% Advice from your staff and stakeholders can help guide you in the right

direction, but feedback from your customers is equally as essential.

% Offer incentives for customers who leave input through things like online

reviews, surveys, calling customer service numbers or sending emails.

X/
°e

In this case, it can be especially helpful to reach out to people who are no
longer your customers to find out why they stopped using your business,
and what sort of innovation the companies that now get their business are

adopting.
%+ Foster an Atmosphere that Applauds Innovative Thinking

% Rather than just expecting your employees to come to you with innovative

ideas, actively seek them out.

% This could mean allowing employees to devote a percentage of their
workday to researching the areas of innovation that interest them most, or
creating a reward system that celebrates successfully implemented

innovative ideas.

% When employees do come up with innovative ideas, be sure they know
where to go with those ideas. Whether that's through a weekly or monthly
meeting to gather ideas or by appointing a Head Innovation Engineer,
ideas that aren't shared due to a lack of organization are sure to include

missed opportunities.

Sources of Innovative Opportunities

“This is a new era of opportunity, but only for those who are willing to
acceptchange as an opportunity, not for those who are afraid
of it".
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- Peter Drucker

P. Drucker deeply believes that systematic innovation is the necessity and that it

can be inspired by the following seven sources of innovative opportunities:

INNOVATION OPPORTUNITIES

\2 Oy,
e S0, 7Sy
T\ (o’ (o]
50"“& Up%f

1. The unexpected 5. Demographics

2. The incongruity 6. Change in perception,

mood and meaning

3. Innovation based on
process need 7. New knowledge,
both scientific and
nonscientific

4. Change in
industry structure
or market structure

1. THE UNEXPECTED

The ever-changing business world is full of surprises. Yet, not only
the unexpected failures but also the unexpected success, or even events that occur in
the organization can trigger innovative ideas and become the creative sources of
innovation. Unexpected situations can have a very powerful influence and can inspire

an organization to gain another, new, perspective on the situation.

Does your organization have some success/failure that needs to be further

explored?
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2. THE INCONGRUITY

When our reality doesn‘t meet our expectations, we can discover
new insights and gain new perspectives. Incongruity is a dissonance between what is
and what it is supposed to be. It can be a great source of innovative ideas as
itcompares what is and what everybody else assumes it to be. Of all incongruities, the
dissonance between perceived and actual customers’ expectations is maybe the most

common one.

Do you use your customers’ feedback to determine incongruity and create the

opportunity for innovation?

3. INNOVATION BASED ON PROCESS NEEDS

The weak spots in your organization workflows, processes and
systems provide practical opportunities for innovation. Innovation based on process
needs is a task-focused rather than situation-focused. It improves the process that

already exists, redesigns existing, old processes and reinforces the weak links.

Have you spotted some inefficiencies in your processes?

4. CHANGES IN INDUSTRY STRUCTURE OR MARKET STRUCTURE

As the business landscape evolves, every organization has to adapt. Changes in

industry shake-up businesses, yet they can inspire people to explore and create new
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ideas as well. Generally, industry or market structure is ever-changing and it can create

great opportunities for innovation in order for organizations to adapt and adjust quickly.

Do you track market changes and treat them as opportunities?

5. DEMOGRAPHICS

Changes in demographics are defined as changes in population,
size, age structure, employment, educational status and income. They are the most
reliable indicators of future trends and offer diverse opportunities for innovation. Each
new generation demands new and unique products and services. These changes affect
the market as they determine the need for products, the target population who are

buying those products, as well as the number of products being distributed.

Have you explored what can Millennials bring to your innovation process?

6. CHANGES IN PERCEPTION, MOOD AND MEANING

With the growth of technology, there are significant changes in the
way people perceive the world. People change their perception about a certain product,
brand or even industry. This is basically the question "Is the glass half full or half
empty?". Changes in perception are based on the mood rather than on the facts.
Changing your perception from "half empty" to "half full* opens up incredible innovation

opportunities.

Do you follow changes in perception among today’s consumers to improve your

products and services?
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7. NEW KNOWLEDGE, BOTH SCIENTIFIC AND NONSCIENTIFIC

Every year new ideas are discovered and developed and a lot is
added to the existing knowledge base. Knowledge has always been a source of
innovation yet knowledge-based innovation has long lead time and convergence of
knowledge. Technological and scientific breakthrough are the source of innovation that
can‘t be neglected. New knowledge can be applied in every aspect of the organization,
starting from learning more about emerging trends, customer expectations, knowing

how to use new technology, to improving customer service and supply chain.

Are you applying new knowledge to generate new ideas?

Steps for Generating New Business Opportunities

Generating new business opportunities is essential for the growth and success of any
organization. Here are some steps to help you identify and pursue new business

opportunities:

1. Market Research:

o,

% Understand your current market: Analyze your existing customer base,
competition, and industry trends to identify gaps or opportunities for
growth.

% Identify target markets: Explore new markets or customer segments that
may be underserved or overlooked.

% Keep an eye on emerging trends: Stay updated on industry trends,

technology advancements, and changes in customer preferences.

2. SWOT Analysis:

s Conduct a SWOT analysis (Strengths, Weaknesses, Opportunities,
Threats) to assess your company's internal strengths and weaknesses, as
well as external opportunities and threats.
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3. Customer Feedback:

% Gather feedback from existing customers to identify pain points and unmet
needs. This can provide valuable insights for new product or service
development.

4. Brainstorming:

% Organize brainstorming sessions with your team to generate innovative
ideas for new products, services, or business models.

5. Networking:

% Attend industry events, conferences, and trade shows to connect with
potential partners, customers, and collaborators who may lead to new
opportunities.

6. Strategic Partnerships:

s Explore partnerships with complementary businesses to expand your
reach and offer more value to customers.

7. Technology Assessment:

% Evaluate how new technologies, such as Al, blockchain, or IoT, can be
leveraged to create new business opportunities or enhance existing
operations.

8. Competitive Analysis:

% Study your competitors to identify gaps in their offerings and customer
service, which you can address with your own products or services.

9. Market Entry Strategies:

% Consider new market entry strategies such as geographical expansion,
diversification, or vertical integration to access untapped opportunities.

10. Product/Service Innovation:
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% Innovate your existing products or services to meet evolving customer
needs or create entirely new offerings based on market demands.

11.Pilot Projects:

% Test new ideas with small-scale pilot projects before committing significant
resources. This allows you to validate concepts and learn from early
feedback.

12.Financial Analysis:

% Conduct a thorough financial analysis to ensure that pursuing a new
opportunity is economically viable and aligns with your budget and
financial goals.

13.Business Plan:

% Develop a comprehensive business plan outlining your strategy, goals,
and the resources required to seize the identified opportunities.

14.Marketing and Sales Strategies:

*

% Create marketing and sales plans tailored to the specific opportunities,
and identify the channels and tactics to reach your target audience.

15.Execution and Adaptation:

% Implement your strategies and continuously monitor progress. Be ready to
adapt to changing market conditions and customer feedback.

16.Risk Management:

o,

% Assess and mitigate risks associated with pursuing new opportunities, and
have contingency plans in place.

17.Measurement and Evaluation:

% Set key performance indicators (KPIs) to measure the success of your
efforts. Regularly evaluate and adjust your approach based on the results.

_ Perivar University — CDOE]| Self Learning Material




CDOE - OLDP MBA — Entrepreneurship Development Unit 2

18.Feedback Loop:

% Foster a culture of continuous improvement by encouraging feedback from
employees and customers, which can lead to the discovery of further
opportunities.

Remember that generating new business opportunities is an ongoing
process. Stay agile and open to change, and be prepared to pivot or refine your

strategies as you learn and adapt to the dynamic business landscape.
Steps in Identification of Business Opportunities:

v' Conduct market research to identify industry trends, customer needs, and
potential gaps in the market.

v" Analyze the competition to understand their strengths and weaknesses.

\

Identify potential target markets and customer segments.
v Evaluate the feasibility of the opportunity, including a financial analysis of the
potential revenue and expenses.

v" Develop a business plan outlining the strategy for pursuing the opportunity.

<\

Test and validate the opportunity through market research and pilot projects.
v/ Take the necessary steps to capitalize on the opportunity, like acquiring

funding or assembling a team.
Stages of Opportunity Recognition:

The opportunity recognition process is a step-by-step procedure of how an
entrepreneur identifies an opportunity and makes it a viable business idea.
Entrepreneurs must learn the industry's background, recognize opportunities when they
present themselves, and actively look for new opportunities. The role of opportunity

recognition in innovation is highly significant to an innovative firm. There are five stages
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in the process of opportunity recognition. The opportunity recognition process helps
equip them with the skills they need in each step. They include getting the idea,
identifying the opportunity, developing the opportunity, evaluating the opportunity, and
finally evaluating the team.

=+ Getting the idea: The first stage is for the entrepreneur to get the business idea.
An individual can generate a business idea from a niche in the market. A niche is
a gap left unfulfilled by those currently serving the market. It provides a chance
for other people to add value that was unmet. It allows the new entrepreneurs to
perform differently and compete with already existing businesses.

%+ Identifying the Opportunity: Opportunity identification is when an individual
realizes a business idea with good returns that has not been discovered. It
requires keen scanning of the business environment, being alert about the

changing information, and the ability to use the information effectively.

+ Developing the Opportunity: Developing an opportunity requires the
entrepreneur to modify the idea to suit the current market needs. During this
stage, research is conducted to identify whether the business idea can be
converted into an actual business. The entrepreneur begins the process of
acquiring resources for the opportunity.

#+ Evaluating the Opportunity: Opportunity evaluation is the stage where the
potential risks are assessed. It is identified whether the risks will be worth the
investments made. Profitability is also scrutinized to find out how long the
payback period is after an investment.

#+ Evaluating the team: The final stage involves having a skilled team to bring the
business idea to realization. Employing capable people is crucial because they

are the people who will work to make the opportunity economically viable.
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2.3 Design-Thinking
Meaning:

Design thinking is a non-linear, iterative process that teams use to
understand users, challenge assumptions, redefine problems and create innovative
solutions to prototype and test. Involving five phases—Empathize, Define, Ideate,
Prototype and Test—it is most useful to tackle problems that are ill-defined or

unknown.
Importance:

If you think like a designer, it can transform how your organisation develops
products, services, processes, and strategies. It brings together the desirability from the
customer’s perspective with what is technologically feasible and economically viable. It
also provides various opportunities for people who aren't trained as designers to utilise

creative tools so that they can tackle a vast range of problems/challenges.

= The main objective is to solve the customer’s requirements
» Helps in tackling ambiguous and challenging problems
» Drives people to create innovative solutions

* It helps organisations to run faster with more efficiency
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PRINCIPLES OF

DESIGN THINKING

Iterative

Realizing that a non-linear repetitive
process will work best to eliminate
failures and reach towards an effective
end goal.

Ambiguity

Design thinking aims at resolving
the wicked or an ill-defined
problem and it starts by accepting
the obscurity of the problem.

Creative

The crux of design thinking is
innovation- the ability to think like a
creator rather than executor and
create solutions that are predictive.

Curiosity

The next step entails a curiosity
towards understanding the
requirement and ideating along
those lines.

1. The Human Rule: —All design is social in nature.ll The problems must be solved

by satisfying the human requirements and recognizing the human element in all

technologies.
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2. The Ambiguity Rule: —Ambiguity is inevitable.ll We perform experiments to the
limits based on our knowledge, control events based on our limits, and liberty to
see things from different perspectives.

3. The Redesign Rule: —All design is redesign.ll In today‘s world, technology and
social events have been consistently evolving. We must study and analyze how
the requirements of humans were met in earlier times.

4. The Tangibility Rule: —Making ideas tangible facilitates communication.ll If we
make our ideas tangible for prototypes, it facilitates designers to communicate

effectively.

Stages of Innovation and design thinking process:

Design Th|nk|ng. A 5-Stage Process

e —— e

e & < E B

Empathize Deflne Ideate Prototype Test
H

——————

Interaction Design Foundation
interaction-design.org

%+ Empathize: Design thinking begins with empathy — to gain an insight into the
problem that it sets out to resolve. However, more than understanding the
problem, this step is crucial to understanding the requirements of the user, to
deliver a more customized solution. This step involves observing and engaging
with the user to understand their behavior patterns, inclinations, preferences, and
likely reactions to situations. Only when businesses have fully grasped the user
environment and behavioral patterns, will they be able to tailor solutions to fit
user needs.

%+ Define: The next step in the process is organizing all the information collected
during the previous phase. This will eventually help you to define the problem

statement from a more human-centric perspective. Define stage not only helps in

_ Perivar University — CDOE]| Self Learning Material




CDOE - OLDP MBA — Entrepreneurship Development Unit 2

breaking down obscure ideas and issues but also helps to form a structured
approach towards solving it. This is when you lay down the plan and frame
guestions that need to be answered in order to resolve the issue at hand.

+ Ideate: This is probably the most crucial phase of all and interestingly, allows a
lot of room for creativity. This is when you think radically and prepare for
experimentation to champion the user experience. It's important to bring fresh
perspectives to the table at this stage and think of new ways of resolving the
issue. It's also equally important to consider probable obstacles both from the
user‘s end and environmental while suggesting these solutions.

%+ Prototype: Prototyping involves curating your best ideas and putting them into
shape. This stage allows designers to test the effectiveness of the solution
internally in a small-scale environment before presenting it for implementation.
This could also mean executing all the probable solutions and checking for their
effectiveness. An important part of this phase is eliminating all the failed/ less
effective options and moving forward with the best ones. Prototyping allows
designers to understand how users would typically behave or react to any
particular solution, thereby helping them form a more realistic solution that can
be adopted on a larger scale.

+ Testing: The final stage of design thinking involves testing the best solutions of
the previous stage. Since this is an iterative methodology, the results of this
stage are used to refine the end solution further. More often than not, the
solutions identified in the prototyping phase undergo major changes or are even
discarded to fit the real environment user needs. The end result of this phase is
then a tried and tested solution that will endure the environmental hindrances

and user expectations.
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2.4 The Technological Innovation Process

Technological Innovation System:

The technological innovation process consists of a series of phases necessary to

implement improvements or develop a new production process, product or service.

There are two ideas about the origin of technological innovations. One argues
that the technological push comes from the scientific research and development
sectors, with no commercial purpose and the other (Market Pull), more accepted today,
affirms that it's market needs that instigate companies to develop new technologies that

satisfy the demands of consumers and businesses.
Importance of Technology in Entrepreneurship:

Following is a list of reasons of why entrepreneurs should incorporate

technology in their businesses:

o Communication: Good communication is necessary to allow efficient flow of
information in a business. Technology provides multiple channels for businesses
to communicate both internally and externally. Whether it's setting up virtual
workspaces where employees can interact and develop ideas, or connecting to
international businesses through the use of video conferencing, technology can
be used as an outlet which allows businesses to collect feedback from their
customers, which can used to improve or alter a product to suit the needs of the

customers better.
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o Research and Development: Through the use of technology, businesses can
research the market through the use of secondary data. This is extremely useful
as it provides businesses with in-depth knowledge about markets before
penetrating them. Along with secondary research, businesses can use
technology to conduct primary research in addition to using online surveys and
customer feedback.

o Web Based Advertising: One the most beneficial use of technology is
advertising to millions of people around the globe just at a click of a button. Web
based advertising consists of websites and social media. Websites can be built
using DIY tools such as WordPress or SquareSpace or professional web
developers can be hired to create them. Unlike websites, social media accounts
are very easy to build for your business and provide exposure on a wide
variety

of platforms such as Facebook, Twitter and YouTube.

1.4.3 Stages of Technological Innovation Process

Eight Stages of Technology Development and Innovation Process

This slide represents the eight stages of succe elopment, engineering, manufacture, marketing, promotion and

continuous improvement

ssfultechnology andinnovation development process. It includes eight steps of basic and applied research, dev

1. Bcslc Research 2.Applied Research 3 Development 4 Engineering

oMN oM oMM oo NN

o Study and research of technologies
and their impact on their organization
by the R&D team

o This stage is conducted in large
companies

o Add text here

5.Manufacture

oM

o Defining the best way to deliver
effective and quality product to the
consumers

o Add text here

o Identification of customer needs that
could help organization in gaining
competitive edge

o Research of suitable technology for
helping organization with their
strategy

o Add text here

6.Markefing

oMM

o Market and concep\ testing of
products at the time of its market
release

o Identification of changes or
adjustments to be made in the
product

o Add text here

This slide is 100% editable. Adaptit to your n

eds and capture your audience’s

Development of product which is to
be marketed or employed to
consumers

o Protype development and its testing
with the help of end consumers

o Add text here

(3>
Rapid Iaunchmg of products and
services with the help of
technological methodologies

o Add text here

attention

o Turning of product into scalable one
and its mass production for meeting
the industry requirements

o Search of transportation and storage
facilities

o Add text here

8.Confinous Improvement

0o

o Measurement and analysis of
procedures and methods

o Improvement and upgradation in
products for achieving objective of
customer satisfaction

o Add text here
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2.5 Creating New Technological Innovation:

Meaning

Technological innovation refers to the development and implementation of new
or improved technologies, processes, products, or services that bring about significant
advancements or changes in various industries and sectors. It involves the creation and
application of novel ideas, techniques, or methods to solve problems, meet needs, or
improve existing systems. Technological innovation can occur in various fields,
including information technology, healthcare, manufacturing, energy, transportation, and

more.
Key characteristics of technological innovation include:

v" Novelty: It introduces something new, whether it's a completely new invention or
an enhancement to an existing technology.

v/ Utility: Technological innovations are designed to address specific needs or
problems, making them practical and useful.

v Impact: They have the potential to significantly impact industries, economies,
and society as a whole, often leading to increased efficiency, productivity, and
improved quality of life.

v Advancement: Technological innovation represents progress and advancement
in a particular field, contributing to its evolution.

v' Adaptability: Innovations often evolve and adapt over time, responding to

changing circumstances and user feedback.
Stages of Technological Innovation:

The stages of technology innovation typically follow a structured process
that includes several key phases. While the exact terminology and number of
stages may vary depending on the source, here's a general framework for the

stages of technology innovation:

%+ |dea Generation: This is the initial stage where innovative ideas are
conceived. It can come from various sources, including research and

development, market analysis, brainstorming sessions, or individual
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creativity.

%+ Concept Development: Once an idea is generated, it needs to be
developed into a viable concept. This involves defining the problem the
technology will solve, outlining potential solutions, and identifying the
benefits and risks associated with the concept.

%+ Feasibility Assessment: Before investing substantial resources, it's
crucial to evaluate the technical, economic, and market feasibility of the
concept. This stage involves conducting preliminary research, creating
prototypes, and assessing the potential for success.

%+ Prototype and Testing: A working prototype is often created to test the
concept's functionality and practicality. This phase allows for refinement
and adjustments based on testing and user feedback.

+ Development and Design: With a validated concept and prototype, the
technology undergoes more detailed development, including design,
engineering, and coding (for software). This stage prepares the
technology for production or deployment.

+ Pilot Implementation: In many cases, a pilot or small-scale
implementation is carried out to assess the technology's performance in a
real-world setting. This can help identify and address any issues before
full-scale deployment.

%+ Full-Scale Implementation: After successful pilot testing, the technology
is deployed on a larger scale. This can involve manufacturing and
distribution for physical products, or launching and scaling for software
and digital solutions.

%+ Market Entry: At this stage, the technology is introduced to the market.
Marketing and sales efforts are ramped up, and the focus shifts to
customer acquisition and market share.

%+ Growth and Expansion: Once the technology gains market acceptance,
the focus turns to scaling and expanding its reach. This may involve
entering new markets, forming partnerships, or pursuing additional

applications.
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=%+ Continuous Improvement: Innovation doesn't end with the initial launch.
Continuous improvement is an ongoing process, involving updates,
upgrades, and enhancements to keep the technology competitive and
relevant.

%+ Obsolescence or Evolution: Eventually, every technology becomes
obsolete or evolves into something new. At this point, the organization
must decide whether to phase out the technology or invest in its evolution
to meet changing demands and stay competitive.

+ Feedback Loop: Throughout the innovation process, feedback from
users, market trends, and emerging technologies is essential. This

feedback loop informs ongoing development and innovation efforts.
Elements of Successful Innovation:

Successful innovation is a multifaceted process that involves various
elements. These elements, when combined effectively, can lead to innovation
that has a positive impact and achieves its intended goals. Here are some key

elements of successful innovation:

1. Clear Vision and Strategy: Having a well-defined vision and a clear
innovation strategy is crucial. This includes setting specific goals and
objectives, understanding the market, and identifying the direction for
innovation efforts.

2. Leadership and Commitment: Strong leadership at all levels of an
organization is essential for fostering a culture of innovation. Leadership
should be committed to supporting and promoting innovative initiatives.

3. Diverse and Creative Teams: Innovation thrives in diverse teams with
members who bring a range of skills, backgrounds, and perspectives.
Creativity and the ability to think outside the box are essential.

4. User-Centric Approach: Focusing on the needs and preferences of end-
users is fundamental. Innovations that address real problems and provide

value to customers are more likely to succeed.
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5. Open Communication: A culture of open communication that
encourages idea sharing and feedback is critical. It allows for the
exchange of ideas and collaboration among team members.

6. Resource Allocation: Adequate resources, including time, funding, and
talent, should be allocated to innovation efforts. This ensures that
innovation projects are supported and can progress effectively.

7. Rapid Prototyping and Testing: The ability to create prototypes quickly
and test ideas is key to refining and improving innovations. This agile
approach allows for learning from failures and adapting to changing
circumstances.

8. Risk Management: Innovation inherently involves risk. Successful
innovators understand the risks and have strategies in place to manage
and mitigate them.

9. Market Research: A thorough understanding of the market, competitors,
and emerging trends is crucial. This informs the innovation process and
helps identify opportunities and gaps.

10.Intellectual Property Protection: In some cases, protecting intellectual
property through patents, trademarks, or copyrights is essential to
safeguard innovations and gain a competitive advantage.

11.Sustainability and Responsibility: Innovations should consider
environmental and social sustainability. Ethical and responsible innovation
is increasingly important to consumers and stakeholders.

12.Customer Feedback and Iteration:Continuously gathering feedback
from wusers and stakeholders and using that feedback to make
improvements is vital. Iteration is a common element of successful
innovation.

13.Measurable Metrics: Defining key performance indicators (KPIs) to
measure the success of an innovation project is essential. These metrics

should align with the goals set in the strategy.
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14.Collaboration and Partnerships: Collaborating with external partners,
such as other companies, research institutions, or startups, can bring
fresh perspectives and resources to innovation projects.

15.0rganizational Culture: A culture that encourages and rewards
innovation is crucial. It should celebrate creativity, experimentation, and
learning from both successes and failures.

16. Adaptability:Successful innovators are flexible and adaptive, ready to
pivot or make changes based on evolving circumstances and feedback.
17.Time Management: Effective time management and project planning are

necessary to ensure that innovation projects progress on schedule.
18.Legal and Regulatory Compliance: Innovations must comply with

relevant laws and regulations to avoid legal issues and disruptions.
4 Cs of Innovation:

Building innovations sometimes comes about by stretching an
organization‘s horizons, testing the thresholds of risk, applying lateral thinking and doing

an evaluation of organizational purpose.

The beginning of the process starts with having a meeting with the top level of
organizations who will be responsible for the culture and the overall direction on the
innovation process. This team will look at innovation from a macro perspective.While
there is significant importance to working with the people in the trenches, nothing
compares to the importance of working with larger instruments of scale that need to be

agreed to by an executive management group or board.

This is where the four C's of Innovation originated.

o Context
o Culture,
o Capability and
o Collaboration.
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Context:

Context was the last of the pillars to evolve, but turned out to be the most
important. It's easy to find an enthusiastic individual to drive innovation in an
organization. And that individual will likely see the rationale and be able to promote the

remain C's within the organization.

No innovation process starts off with all of the answers, and it's near impossible
to create new strategic options that ever scale beyond an experiment without context.
That is because most experiments have challenges as soon as an organization tries to
integrate them back into _business-as-usual.” This is where the initiative faces the battle

of fitting into incumbent standards, processes and procedures.

The Innovation Context aims to lay the foundations of success right from the

start. It involves considerations for:

Organization Structure
Financial Structure
Physical Space and Location

Identity and Values

AR NEE N NN

Performance Targets and Incentives
Culture

With the foundation of context in place, an organization needs to work on
creating a culture that will empower an innovation process to thrive. This involves
potentially creating a _safe place’ where the culture is most risk tolerant, thus developing

a sense of courage. Key elements of innovative culture include:

Curiosity
Experimentation
Maker / Hacker
Starting with Why

NANEENEE NN

Learning through failure
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v" Problem discovery

Each of the above are deep topics in themselves which take a lot of time to discuss and
agree upon. But one must accept that without embracing and enabling an innovation

culture, it will result in an uphill battle when you finally start your innovative initiatives.
Capability

Once the pillar of innovative culture starts to flourish, ideas will start to get thrown
on the table. This is where you need structured methods to identify and evaluate those
that you want to invest in. Borrowing from the worlds of design thinking, lean startup and
venture capital, an organization can build a set of tools that guide individuals and
initiatives through a framework that empowers individuals to become _interpreneurs’ —

catalysts of internal ventures that could become strategic options.
Collaboration

The quickest way to get into trouble is to invest resources (time and or money) in
areas of weakness or an adjacent industry. In the long term, an organization may
consider developing new internal competencies, but while an idea is in its infancy, the
default should be to collaborate with organizations with aligned interests (and potentially
a better solution than could be developed internally. Certainly, finding a collaborative

partner can speed up the overall process.

When done well, the collaboration should create an extension of the value chain
the organization participates in. For this reason, it's easy to find simple value chain

adjacency partners that help create a superior joint offering.
Types of collaboration include:

v Shared risk initiatives
v Adjacent capability value chains

v Best of breed offerings
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v Think Tank — Open Innovation Partnerships

v' Capital initiatives
Key Pillars to Innovative Management

Innovation management is a structured approach to generating, nurturing, and
implementing innovative ideas within an organization. There are several key pillars or

components that are essential for effective innovation management:

1. Leadership and Culture:
Leadership commitment: Top management should support and champion
innovation efforts, setting the tone for the entire organization.
Innovation culture: Foster a culture that encourages creativity, risk-taking, and
continuous learning. Employees should feel empowered to propose and
experiment with new ideas.

2. Strategy and Vision:
Clear innovation strategy: Define your organization's innovation objectives,
including short-term and long-term goals.
Alignment with business strategy: Ensure that innovation efforts align with the
overall business strategy and objectives.

3. ldea Generation:
Idea collection: Establish methods for gathering ideas from employees,
customers, partners, and other stakeholders.
Diverse sources: Encourage input from various departments and levels of the

organization, as well as external sources.

4. ldea Screening and Selection:
Evaluation criteria: Develop a set of criteria to assess the feasibility, potential

impact, and alignment with strategic goals of each idea.
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Prioritization: Select and prioritize the most promising ideas for further
development.

5. Resource Allocation:
Budgeting: Allocate financial and human resources to support the development
of selected ideas.
Resource flexibility: Be prepared to adjust resources based on the evolving
needs and potential of each project.

6. Innovation Teams and Structures:
Cross-functional teams: Form teams that include members with diverse
skills,backgrounds, and perspectives to foster innovation.
Innovation labs or units: Establish dedicated units or departments focused on
innovation and new product development.

7. Prototyping and Experimentation:
Rapid prototyping: Develop prototypes or minimum viable products (MVPs) to
test and iterate on ideas quickly.
Controlled experimentation: Use controlled experiments to gather data and
refine ideas before full-scale implementation.

8. Collaboration and Partnerships:
Open innovation: Collaborate with external partners, such as suppliers,
customers, universities, and startups.
Ecosystem building: Build an innovation ecosystem that connects your
organization to a network of innovators and resources.

9. Intellectual Property and Protection:
Intellectual property strategy: Safeguard your innovations through patents,
copyrights, trademarks, or trade secrets.

IP management: Develop processes for managing and protecting intellectual

property.

10.Implementation and Scaling:
Project management: Use effective project management techniques to ensure

successful execution of innovation projects.
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Scaling up:Expand successful innovations to achieve broader impact within the
organization.

11.Metrics and Evaluation:
Key performance indicators (KPIs): Define and track relevant metrics to
assess the effectiveness and impact of innovation initiatives.
Continuous improvement: evaluate and adjust innovation processesbased on
performance data and feedback.

12.Learning and Adaptation:
Continuous learning: Encourage a culture of learning from both successes and
failures.
Adaptability:Be flexible and willing to pivot or abandon initiatives that are not

delivering the desired results.

2.6 INTRAPRENEURSHIP
Definition:

Gifford Pinchot lll: Gifford Pinchot Ill is often credited with coining the term
“intrapreneur.” He defines intrapreneurship as "dreamers who do. Those who take

hands-on responsibility for creating innovation of any kind, within a business."

Howard Edward Haller: Howard Edward Haller defines intrapreneurship as "the
practice of a corporate management style that integrates risk-taking and innovation
approaches, as well as the reward and motivational techniques, that are more

traditionally thought of as being the province of entrepreneurship.”

The process by which individuals inside organizations develop new products, services,

ideas, systems, and methods for doing business. These individuals take direct

responsibility for turning an idea into a profitable finished product through assertive risk-

taking and innovation."
- Jeffrey A. Covin and Dennis P. Slevin

Intrapreneurship is "the process of creating and exploiting innovation within an existing
organization. It involves the development and implementation of new ideas, products,
services, processes, or markets within an existing corporation. The intrapreneur may

also create a new venture within an existing corporation."”
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- Donald F. Kuratko

Meaning of Intrapreneurship:

The term intrapreneurship refers to a system that allows an employee to act like
an entrepreneur within a company or other organization. Intrapreneurs are self-
motivated, proactive, and action-oriented people who take the initiative to pursue an
innovative product or service. An intrapreneur knows failure does not have a personal
cost as it does for an entrepreneur since the organization absorbs losses that arise from

failure.
Characteristics of Intrapreneurship:

Innovation: Intrapreneurs are focused on generating new ideas, products,
services, or processes that can lead to growth, improvement, or competitive advantage

for the organization.

Risk-Taking: Like entrepreneurs, intrapreneurs are willing to take calculated
risks, challenge the status quo, and explore uncharted territories to achieve their

objectives.

Resourcefulness: Intrapreneurs often work with limited resources and find

creative ways to accomplish their goals within the constraints of the larger organization.

Ownership: They take ownership of their projects and are highly motivated to

see them succeed, even if it means overcoming obstacles and setbacks.

Alignment: Intrapreneurial efforts are typically aligned with the organization's
goals and strategic objectives, ensuring that the innovations contribute to the company's

mission.
Types of Intrapreneurship

Intrapreneurship can take on various forms within an organization, depending on
the nature of the projects and the goals of the company. Here are some common types

of intrapreneurship:
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%+ Product or Service Innovation Intrapreneurship:

This is one of the most common forms of intrapreneurship. Intrapreneurs
work on developing new products or services within the existing organization.
They may identify market gaps, design and prototype new offerings, and bring
them to market.

%+ Process Innovation Intrapreneurship:

Intrapreneurs focus on improving internal processes and systems. They
seek more efficient and effective ways of doing things, often leading to cost
savings or enhanced productivity.

%+ Marketing or Branding Intrapreneurship:

Intrapreneurs in this category work on marketing and branding initiatives,
creating innovative strategies to reach and engage customers in new and
creative ways.

+ Corporate Social Responsibility (CSR) Intrapreneurship:

Some intrapreneurs focus on CSR initiatives, developing and

implementing socially responsible projects and programs that benefit

communities or the environment.

%+ Digital Transformation Intrapreneurship:

Intrapreneurs in this category drive digital innovation within the
organization. They might be responsible for implementing new technologies,
enhancing online presence, or creating digital solutions to improve customer
experiences.

#+ Sustainability and Green Intrapreneurship:

These intrapreneurs focus on developing and promoting sustainable
practices within the company. They may lead efforts to reduce environmental
impact, improve energy efficiency, or create eco-friendly products.

%+ Open Innovation Intrapreneurship:

Intrapreneurs work on collaborative initiatives that involve external
partners such as startups, universities, or other organizations. They aim to
leverage external resources and ideas to drive innovation within the company.

#+ Internal Venture or Startup Intrapreneurship:

In some cases, intrapreneurs create internal ventures or startups within

the larger organization. These ventures operate independently and are

responsible for developing new products or services.
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%+ Change Management Intrapreneurship:

These intrapreneurs focus on organizational change, helping the company
adapt to new market conditions, technology, or shifts in strategy. They may lead
cultural or structural transformations.

%+ HR and Talent Development Intrapreneurship:

Intrapreneurs in the HR department may drive initiatives related to talent
development, employee engagement, and organizational culture. They aim to
create a more innovative and employee-centric workplace.

=%+ Supply Chain or Logistics Intrapreneurship:
Intrapreneurs in this category seek innovative ways to optimize the supply

chain, reduce costs, and improve the efficiency of logistics operations.

Role of Intrapreneurship in Corporate Innovation

Intrapreneurship plays a significant role in corporate innovation by fostering a
culture of creativity, risk-taking, and adaptability within organizations. It empowers
employees to act like entrepreneurs within the corporate structure, driving innovation,
and contributing to the company's long-term success. Here are some key roles of

intrapreneurship in corporate innovation:

v' Idea Generation and Innovation: Intrapreneurs generate new ideas,
identify market opportunities, and develop innovative products, services,
and solutions. They can be a valuable source of fresh and creative
concepts that drive innovation within the organization.

v' Risk-Taking and Experimentation: Intrapreneurs are willing to take
calculated risks, test new concepts, and experiment with novel
approaches. This culture of experimentation is essential for innovation, as
it encourages learning from both successes and failures.

v' Competitive Advantage:Intrapreneurship allows organizations to adapt
quickly to changing market conditions and maintain a competitive edge. It
helps companies stay ahead of competitors by continually introducing new
and improved offerings.

v' Market Expansion: Intrapreneurs can help companies identify untapped
markets or niches and develop strategies to expand the business into new

areas.
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v' Customer-Centric Innovation: Intrapreneurship often leads to customer-
centric innovations. Intrapreneurs are more likely to understand customer
needs and preferences, leading to the development of products and
services that better resonate with the target audience.

v' Cost Reduction and Efficiency: Intrapreneurs may also focus on
process innovation, finding ways to streamline operations, reduce costs,

and improve efficiency, which can free up resources for further innovation.

v' Cultural Change: The presence of intrapreneurship can bring about a
cultural shift within the organization. It encourages a mindset of
continuous improvement and adaptability, which is essential in a rapidly
changing business environment.

v’ Talent Attraction and Retention: Companies that embrace
intrapreneurship are often more attractive to innovative and
entrepreneurial individuals. This can help attract and retain top talent,
further enhancing the company's ability to innovate.

v' Collaboration and Networking: Intrapreneurship may involve
collaboration with external partners, such as startups or academic
institutions, expanding the organization's network and sources of
innovation.

v' Long-Term Growth: Intrapreneurship is not just about short-term
innovations; it can also lead to sustainable, long-term growth by
continually introducing new products and services that meet evolving
customer needs.

v Strategic Alignment: Intrapreneurial efforts are typically aligned with the
company's strategic objectives, ensuring that innovation is directed toward
achieving the organization's overall mission.

v' Employee Engagement: Intrapreneurship can boost employee
engagement by giving employees a sense of ownership and
empowerment, leading to increased job satisfaction and commitment to

the company's success.
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How to identify Intrapreneurial Talent?

Identifying intrapreneurial talent within your organization is crucial for
fostering a culture of innovation and driving corporate growth. Intrapreneurs are
individuals who exhibit entrepreneurial traits and behaviors while working within
the confines of a larger company. Here are some strategies and characteristics

to help you identify intrapreneurial talent:

o Innovative Thinking: Look for employees who consistently generate fresh and
creative ideas for products, services, processes, or improvements within the
organization. They should be willing to challenge the status quo.

o Problem-Solving Skills: Intrapreneurs excel at solving complex problems and
finding novel solutions. They have a knack for identifying opportunities within
challenges.

o Initiative: Intrapreneurs are proactive and self-starting. They don't wait for
permission to act; they take the lead and drive projects forward.

o Risk-Taking: Look for individuals who are willing to take calculated risks in
pursuit of their ideas. They're not afraid to try new approaches, even if it involves
some uncertainty.

o Adaptability: Intrapreneurs are adaptable and open to change. They can
navigate and thrive in rapidly changing environments.

o Passion and Drive: A deep passion for their ideas and projects is a common
trait among intrapreneurs. They are highly motivated to see their initiatives
succeed.

o Resourcefulness: Intrapreneurs can make the most of limited resources. They
find creative ways to achieve their goals, whether it's by leveraging existing
assets or building new connections.

o Effective Communication: The ability to communicate their ideas clearly and
persuade others is essential for intrapreneurs. Look for individuals who can
articulate their vision and inspire others to join their cause.

o Cross-Functional Collaboration: Intrapreneurs often work across departments
and collaborate with colleagues from various backgrounds. They should be able
to build effective cross-functional teams.
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o Track Record: Review an individual's past projects and accomplishments.
Intrapreneurs typically have a track record of successful projects or innovations
within the organization.

o Customer-Centric Focus: Intrapreneurs understand and prioritize the needs
and preferences of customers. They seek to create solutions that add value and

resonate with the target audience.

o Intrapreneurial Projects: Encourage and support employees to pitch and work
on their intrapreneurial projects. By giving them the opportunity to pursue their

ideas, you can quickly identify those with intrapreneurial potential.

o Intrapreneurship Programs: Establish intrapreneurship programs or initiatives
within the organization. These can provide a structured environment for

employees to showcase their entrepreneurial abilities.

o Mentoring and Training:Provide training and mentoring to help employees
develop intrapreneurial skills and behaviors. Mentorship can guide individuals in

developing their ideas and projects.

o Feedback and Recognition:Regularly provide feedback and recognition to
individuals who exhibit intrapreneurial qualities. Acknowledging their
contributions can motivate and further develop their talent.

Opportunities and challenges of Intrapreneurs:
Opportunities for Intrapreneurs:

v' Innovation: Intrapreneurs have the opportunity to drive innovation and
creativity within the organization, leading to the development of new
products, services, and processes that can keep the company
competitive.

v' Professional Growth: Intrapreneurs often experience personal and
professional growth as they take ownership of projects, learn from

successes and failures, and gain valuable experience in various aspects
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of business.

v Influence and Impact: Intrapreneurs can have a significant impact on the
organization by introducing game-changing ideas, improving processes,
and contributing to the company's success.

v' Job Satisfaction: The ability to pursue one's own innovative ideas can

lead to increased job satisfaction and motivation among intrapreneurs.

v' Recognition and Rewards: Successful intrapreneurs are often
recognized and rewarded for their contributions, which can include
promotions, bonuses, and increased visibility within the organization.

v’ Talent Attraction and Retention: Organizations that support
intrapreneurship are more likely to attract and retain top talent, as
innovative and entrepreneurial individuals are drawn to such
environments.

v' Adaptation to Change: Intrapreneurs help organizations adapt to
changing market conditions, technology, and customer preferences,

making them more agile and resilient.
Challenges for Intrapreneurs:

v' Resistance to Change: Many organizations resist change, making it
challenging for intrapreneurs to introduce new ideas and practices.

v' Bureaucracy: Excessive red tape, rigid structures, and bureaucratic
hurdles can hinder intrapreneurial initiatives.

v' Resource Constraints: Intrapreneurs often need to work with limited
resources, which can make it difficult to pursue their ideas effectively.

v' Risk Aversion: Risk-averse corporate cultures may discourage
intrapreneurs from taking necessary risks, even if they are calculated.

v' Lack of Autonomy: Intrapreneurs may have to navigate hierarchies
and obtain multiple levels of approval, limiting their autonomy and
slowing down the innovation process.

v' Failure Stigma: Fear of failure can be a significant barrier to
intrapreneurship, as the consequences of failed projects may affect an
intrapreneur's career or reputation.

v' Conflict with Organizational Goals: Balancing personal goals and

the organization's objectives can be challenging, especially when

there's a mlsallgnment between the two.
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v Internal Politics: Navigating organizational politics can be
challenging, as intrapreneurs may face resistance from colleagues or
managers who are threatened by their innovative ideas.

v/ Sustainability and Scalability: Ensuring that an innovative idea is
sustainable and scalable within the organization can be a complex
challenge for intrapreneurs.

v Time and Energy Commitment: Pursuing intrapreneurial projects can
be demanding in terms of time and energy, potentially leading to
burnout or work-life balance issues.

2.7 icensing What
is licensing?

Licensing in innovation refers to the practice of granting or obtaining permission
to use, develop, or commercialize intellectual property, such as patents, trademarks,
copyrights, or trade secrets, owned by one entity (licensor) by another entity (licensee).
It is a strategic approach that allows organizations to leverage external resources,

technology, or expertise for various purposes.
Here are some key objectives of licensing in innovation:

+ Technology Transfer: Licensing can facilitate the transfer of technology,
knowledge, and intellectual property from one organization to another. This can
include the licensing of patents, software, proprietary processes, or other
intellectual assets.

%+ Access to Expertise: Licensees often gain access to the expertise and know-
how of the licensor, which can be particularly valuable in industries that require

specialized knowledge and skills.
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%+ Market Expansion:Licensing enables companies to enter new markets or
geographical regions by leveraging the local expertise and established
relationships of a licensee. This can be especially valuable for international
expansion.

%+ Cost Savings: Instead of investing in extensive research and development, a
licensee can save time and resources by licensing existing technology or
intellectual property.

#+ Risk Mitigation: Licensing allows companies to share the risks associated with
innovation. For licensors, it provides a source of revenue and can help offset
research and development costs.

%+ Competitive Advantage:Securing exclusive licenses or access to specific

technology can provide a competitive advantage in the market.
Licensing methods in business:

Licensing is a method in business that involves granting permission or
rights to another party to use certain assets, typically intellectual property, in
exchange for fees, royalties, or other forms of compensation. Licensing can take
various forms and is commonly used in a wide range of industries. Here are

some of the common types and methods of licensing in business:

1. Patent Licensing:Patent licensing allows a business or individual (licensor)
to grant others (licensees) the right to make, use, sell, or import a patented
invention. This is a common method in the technology and pharmaceutical
industries.

2. Trademark Licensing:Trademark licensing involves allowing other
businesses to use a company's trademark, logo, or brand name for their
products or services. This can include franchise agreements, co-branding, or
merchandising.

3. Copyright Licensing:Copyright licensing permits the use of copyrighted
material, such as software, music, books, or artwork, for specific purposes,

often with limitations on the extent of use and the duration of the license.
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4. Franchise Licensing:Franchise licensing allows individuals or businesses to
operate under the brand and business model of a franchisor in exchange for
fees and royalties. This is common in industries like fast food, hospitality, and
retail.

5. Software Licensing:Software licensing permits the use of computer software
under specific terms and conditions, such as end-user license agreements
(EULAS). It may involve one-time purchases, subscription models, or usage-
based fees.

6. Manufacturing Licensing:Manufacturing licenses allow a business to
produce products using another company's design, specifications, or
technology. This method is often used in industries where specialized
manufacturing processes are required.

7. Technology Licensing:Technology licensing involves granting access to
specific technologies, such as software, hardware, or proprietary processes. It
is common in industries like telecommunications and biotechnology.

8. Content Licensing:Content licensing enables the use of digital or media
content, such as images, videos, articles, or data. Content providers often
grant licenses to media outlets, websites, or advertisers.

9. Distribution Licensing:Distribution licenses permit a business to distribute
and sell products or services in a specific territory or market. It is common in
industries like automotive, consumer goods, and technology.

10.Intellectual Property Licensing:Intellectual property (IP) licensing can
encompass various types of IP, including patents, trademarks, copyrights,
trade secrets, and industrial designs. These licenses can be exclusive or non-
exclusive and may involve complex terms.

11.Territorial Licensing:Territorial licensing allows a business to grant rights for
the use or distribution of its products or services within a specific geographical
area or region.

12.Co-branding Licensing:Co-branding licensing agreements involve two or
more companies collaborating to use each other's brand names, logos, or

intellectual property to create a joint product or service.
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13.Merchandising Licensing:Merchandising licensing permits the use of a
brand's or character's image or likeness on products, such as clothing,

toys,or collectibles.
Functions of Licensing Authority

Licensing authorities are responsible for regulating and overseeing various
activities, industries, or professions by issuing licenses and permits. Their

primary functions include:

%+ Granting Licenses: The fundamental role of a licensing authority
is to issue licenses to individuals, businesses, or organizations that
meet the necessary qualifications and requirements. These
licenses grant permission to engage in specific activities or
operations.

+ Enforcing Regulations: Licensing authorities enforce laws, rules,
and regulations related to the activities they oversee. This includes
ensuring that licensees comply with legal and safety standards.

4+ Reviewing Applications: Licensing authorities evaluate and
process license applications, verifying that applicants meet the
required criteria, such as qualifications, training, background
checks, and financial solvency.

%+ Inspections: They conduct inspections, audits, or site visits to
verify that licensees are operating in compliance with applicable
regulations, safety standards, and quality control measures.

%+ Monitoring Compliance: Licensing authorities continuously
monitor the activities of licensees to ensure ongoing compliance
with regulations. This may involve conducting routine inspections or
investigations.

%+ Renewing Licenses: Many licenses have expiration dates, and

licensing authorities are responsible for processing license
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renewals. Licensees must demonstrate ongoing compliance to
renew their licenses.

%+ Revoking or Suspending Licenses: Licensing authorities have
the power to revoke or suspend licenses in cases of serious
violations or non-compliance with regulations. This is done to
protect the public interest.

%+ Setting Fees: Licensing authorities establish licensing fees, which
can include application fees, annual fees, renewal fees, and fines
for non-compliance. These fees often support the operations of the
licensing authority.

%+ Educating and Informing: Licensing authorities may provide
educational resources, guidelines, and information to help
applicants and licensees understand and meet the requirements for
licensing.

%+ Handling Complaints: Licensing authorities often receive and
investigate complaints from the public or other stakeholders
regarding issues related to licensees. They work to resolve
complaints and, if necessary, take corrective actions.

%+ Public Safety: Many licensing authorities are focused on
safeguarding public safety. This includes overseeing licenses for
professions like healthcare, law enforcement, transportation, and
construction to ensure that the public is protected from substandard
or unsafe practices.

+ Promoting Professional Standards: Licensing authorities
promote professionalism and ethical behavior within their regulated
industries. They may set standards of practice and codes of
conduct for licensees.

%+ Data Collection and Reporting: They collect and maintain data
related to licensees, including their qualifications, compliance
records, and other relevant information. This data can be used for

reporting, analysis, and transparency.
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%+ Policy Development: Licensing authorites may work with
legislators and policymakers to develop and update regulations and
licensing requirements to reflect changes in industry practices and
technologies.

%+ Consumer Protection: One of the primary functions of many
licensing authorities is to protect consumers from unqualified or
unethical service providers. This is especially relevant in industries

where public health and safety are at stake.
Approaches to Software licensing:

Software licensing is a legal agreement between the software owner
(licensor) and the user (licensee) that governs the use, distribution, and other
aspects of the software. There are various approaches to software licensing, each
tailored to meet the needs of both software developers and users. Here are some

common approaches to software licensing:

1. Proprietary (Commercial) Licensing:Proprietary software is typically subject to
restrictive licenses, where the software owner retains all rights and grants the
user a limited right to use the software. The terms of use, restrictions, and pricing
are defined by the licensor. Users are often required to pay a fee or purchase a
license to use the software.

2. Open Source Licensing:Open source software is licensed under terms that
allow users to view, modify, and distribute the source code freely. Different open
source licenses, such as the GNU General Public License (GPL), the MIT
License, and the Apache License, dictate the specific rights and obligations of
users. Some open source licenses require derivative works to also be open
source.

3. Freeware Licensing:Freeware is software that is distributed for free, but it is still
subject to licensing agreements that define how it can be used. Users are not
required to pay for freeware, but the licensor may place restrictions on

distribution, modification, or commercial use.
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4. Shareware Licensing:Shareware software is typically provided for free on a trial
basis. Users can evaluate the software for a limited period and are
encouragedto purchase a license if they wish to continue using it beyond the trial
period. Shareware licenses vary in terms of trial duration and usage limitations.

5. Subscription Licensing:Software is made available to users through a
subscription model, where users pay regular fees, often monthly or annually, to
access and use the software. The software is typically hosted by the licensor,
who maintains updates and support.

6. Perpetual Licensing:Perpetual licenses grant users the right to use the software
indefinitely after a one-time payment. While perpetual licenses do not require
ongoing payments, they may come with limitations on software updates and
support.

7. Concurrent Licensing:Concurrent licensing allows organizations to purchase a
specific number of licenses that can be used concurrently by multiple users or
devices. This is common for software used in networked environments.

8. Volume Licensing: Volume licensing is designed for organizations that require a
large number of software licenses. It typically offers cost savings and centralized
management of software licenses.

9. Educational Licensing:Educational institutions, such as schools and
universities, can obtain special licensing terms for software that allows students
and faculty to use the software at reduced costs or with specific educational
usage rights.

10.Per-User or Per-Device Licensing:Some licenses are based on the number of
users who have access to the software or the number of devices on which the
software is installed.

11.Site Licensing:Site licenses allow organizations to install software on an
unlimited number of computers within a single location or site.

12.Cloud Licensing (SaaS):Software as a Service (SaaS) providers offer cloud-
based software accessible over the internet. Licensing is often subscription-
based and hosted by the provider, with users paying for access rather than

ownership.
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2.8 Patent Rights
What is patent right in business?

Patent rights in business refer to the legal protections granted to inventors or
businesses for their innovative and novel inventions or discoveries. A patent is a
government-granted exclusive right that allows the patent holder to exclude others from
making, using, selling, or importing the patented invention for a specified period,

typically 20 years from the date of filing.
Benefits of Patent Rights:

Patent rights offer several significant benefits to inventors, businesses, and the
broader economy. These benefits contribute to innovation, economic growth, and the

protection of intellectual property. Here are some of the key benefits of patent rights:

v' Exclusive Rights: Patents grant inventors exclusive rights to their
innovations, allowing them to prevent others from making, using, selling,
or importing the patented technology for a specific period, typically 20
years.

v' Incentive for Innovation: Patents provide inventors with a strong
incentive to invest time, effort, and resources into research and
development, as they can protect their intellectual property and potentially
profit from their inventions.

v Competitive Advantage: Patented innovations give inventors and
businesses a competitive edge by allowing them to offer unique products
or services that may not be readily duplicated by competitors.

v' Market Monopoly: During the patent term, patent holders often have a
monopoly on their technology, enabling them to establish a strong market

presence and potentially command premium prices for their products.
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v Revenue Generation: Patent holders can monetize their inventions by
licensing the technology to others in exchange for royalties or through
outright sales or partnerships with other companies.

v' Market Expansion: Patents can facilitate market expansion by allowing
businesses to enter new territories, expand product lines, or diversify into
related industries.

v' Technological Progress: Patents encourage the sharing of new and
innovative knowledge, which can lead to further research, development,
and technological progress in various industries.

v' Protection Against Infringement: Patents provide a legal framework for
inventors to take action against those who use their patented technology
without permission, potentially leading to litigation and the possibility of
damages or injunctions against infringing parties.

v Brand and Reputation Enhancement: Patented innovations can
enhance a business's brand and reputation, signaling its commitment to
cutting-edge technology and quality.

v' Investment Attraction: Businesses with a strong patent portfolio are
often more attractive to investors and venture capitalists, as patents can
indicate a company's potential for growth and competitive advantage.

v' Job Creation: Patents are associated with job creation, as innovative
industries that rely on patent protection tend to hire skilled workers and
stimulate economic growth.

v Intellectual Property Valuation: Patents can be valuable assets that
contribute to the overall value of a business. They can be leveraged in
negotiations, mergers, acquisitions, and partnerships.

v' Defensive Strategy: Patents can serve as a defensive strategy to protect
inventors and businesses from potential infringement claims. Holding
patents can act as a deterrent against litigation from competitors.

v Knowledge Sharing: The patent system requires inventors to disclose
their inventions in detail, contributing to the body of knowledge available to

the public and other inventors.
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v' Economic Growth: A strong patent system is linked to economic growth
and innovation. It incentivizes investment in research and development,
leading to the creation of new products, industries, and jobs.

v' Technological Leapfrogging: In some cases, patents can foster a race
for innovation, with companies striving to outdo each other in technological
advancements, ultimately benefiting consumers with more advanced and

efficient products.
Role of patents in promoting innovation and economic growth

Patents play a crucial role in promoting innovation and economic growth
by providing inventors and businesses with exclusive rights to their inventions for
a limited period. This system of intellectual property protection offers several
mechanisms that incentivize innovation and contribute to economic

advancement:

%+ Incentive for Innovation: Patents grant inventors exclusive rights
to their inventions, which encourages them to invest time,
resources, and effort in research and development. The potential
for legal protection and profit from their inventions serves as a
powerful incentive to innovate.

%+ Monopoly on Innovation: During the patent term (typically 20
years from the filing date), patent holders have a monopoly on their
technology. This exclusive position allows them to bring innovative
products or services to market without immediate competition,
potentially earning premium prices and recouping their R&D
investments.

%+ Technology Disclosure: In exchange for patent protection,
inventors are required to disclose the details of their inventions in
patent applications. This knowledge-sharing aspect of patents

contributes to the public's body of knowledge, providing a
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foundation for further research and development by other inventors
and businesses.

=%+ Spurring Further Research: The availability of patents that detail
the state of the art in a given field can stimulate additional research
and innovation. Inventors may build upon existing patents, seeking
improvements or alternative solutions.

%+ Attracting Investment: Patents can enhance the appeal of
businesses to investors, venture capitalists, and funding
organizations. The existence of patented technology may indicate a
company's potential for growth and competitive advantage.

%+ Job Creation: Industries that rely on patent protection tend to hire
skilled workers and stimulate economic growth. Patent-intensive
industries often contribute to job creation, fostering employment
opportunities.

+ Technological Progress: Patents contribute to technological
progress by encouraging inventors and businesses to continually
advance their knowledge, refine their inventions, and create new
products and services. This technological progress can lead to the
development of entirely new industries and markets.

%+ Competition and Consumer Choice: While patents grant a
temporary monopoly, they eventually expire, allowing others to
enter the market with competing products or services. This
competition can lead to a wider range of choices for consumers,
often at lower prices.

%+ Protection Against Copying: Patents protect inventors and
businesses from unauthorized use or reproduction of their
inventions, which can help prevent imitation by competitors. This
protection can be particularly vital for industries with high
development costs and extensive research efforts.

%+ [Economic Growth: A strong patent system has been linked to

overall economic growth. By fostering innovation and investment in

_ Perivar University — CDOE]| Self Learning Material




CDOE - OLDP MBA — Entrepreneurship Development Unit 2

research and development, patents contribute to a more dynamic
and robust economy.

%+ Technological Leapfrogging: In some cases, the competitive
nature of patent protection can foster a race for innovation, with
companies striving to outdo each other in technological
advancements. This race can result in significant technological
progress, benefiting consumers with more advanced and efficient

products.

2.9 Unit Summary
Innovation is a key driver of entrepreneurship development. It is the process of

introducing new ideas, products, services, or business models that solve problems,
meet unmet needs, or create value in a novel way. Innovation is essential for the
success and growth of entrepreneurial ventures. Opportunities for innovation are
limitless and can be found across various sectors and aspects of life. Innovations can
lead to the development of new products, services, processes, and business models,
driving economic growth and improving our quality of life. Innovation opportunities exist
in almost every field, and they often arise from identifying problems, challenges, or
unmet needs and creating solutions that enhance efficiency, sustainability, and well-
being. Innovators, entrepreneurs, researchers, and organizations continually seek to
capitalize on these opportunities to drive progress and change. Design thinking is a
human-centered approach to innovation that focuses on understanding the needs and
desires of users to create solutions that address those needs effectively. It is a problem-

solving and creative process that emphasizes empathy, collaboration, and iterative

design.

Glossary

Innovation Innovation refers to an individual or organization creating new ideas,
such as new products, workplace processes and upgrades to existing
services or products

Market Analyse your existing customer base, competition, and industry trends
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Research to identify gaps or opportunities for growth.

Business Plan Develop a comprehensive business plan outlining your strategy,
goals, and the resources required to seize the identified opportunities

The Human —All design is social in nature.l The problems must be solved by
Rule satisfying the human requirements and recognizing the human
element in all technologies.

Web-based Web based advertising consists of websites and social media.

advertising Websites can be built using DIY tools such as WordPress or
SquareSpace or professional web developers can be hired to create
them

Patent Right Patent rights in business refer to the legal protections granted to
inventors or businesses for their innovative and novel inventions or
discoveries

Self Assessment Questions
Short Answers:

Describe the steps involved in identifying business opportunities.
Explain the stages of technological innovation process.

Outline the principles of Design Thinking with the help of chart.
Discuss the importance of technology in Entrepreneurship.

hoN =

MCQ

1. What is the primary focus of innovation? a) Replicating existing ideas b) Improving
efficiency c) Creating new and valuable solutions d) Reducing costs

Answer: c) Creating new and valuable solutions
2. What is design thinking? a) A specific design software b) A systematic process for
solving problems and creating solutions c) A form of market research d) A

manufacturing technique

Answer: b) A systematic process for solving problems and creating solutions
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3. What is the central concept of intrapreneurship? a) Entrepreneurial activities
withinan existing organization b) External collaborations with entrepreneurs c)
Government- sponsored innovation initiatives d) Venture capital investments

Answer: a) Entrepreneurial activities within an existing organization

4. In the context of design thinking, what is the purpose of prototyping? a)
Finalproduct for market launch b) Initial concept testing and feedback gathering c)
Legal documentation d) Cost analysis

Answer: b) Initial concept testing and feedback gathering

5. What is a key characteristic of an intrapreneur? a) Risk aversion b) Resistance
tochange c) Initiative and creativity d) Strict adherence to rules and regulations

Answer: c) Initiative and creativity

6. Which phase of the innovation process involves generating and developing
newideas? a) Implementation b) Ideation c) Evaluation d) Commercialization

Answer: b) Ideation
7. What does the acronym MVP stand for in the context of product development
and innovation? a) Most Valuable Player b) Minimum Viable Product c) Market

ValueProposition d) Maximizing Value Potential

Answer: b) Minimum Viable Product

8. How does brainstorming contribute to the innovation process? a) Limits
creativethinking b) Encourages the evaluation of ideas c) Inhibits collaboration d)
Generates a large number of diverse ideas

Answer: d) Generates a large number of diverse ideas

9. What is a common characteristic of a well-designed product or service?
a)Complexity b) High cost c) User-friendliness d) Limited functionality

Answer: c) User-friendliness
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10. What is a potential benefit of fostering a culture of innovation in an
organization a) Resistance to change b) Decreased employee engagement c)
?

Improved problem-solving and competitiveness d) Hierarchical decision-making

Answer: ¢) Improved problem-solving and
competitiveness

Activities

1. Select a company in your city and identify what practices it

adopted to be design-oriented thinking.
Activities

Suggested Readings / References

1. Barringer, B., Entrepreneurship: Successfully Launching New Ventures,3rd Edition,
Pearson,2011.

2. Bessant, J., and Tidd, J., Innovation and Entrepreneurship, 2nd Edition, John Wiley &amp;
Sons,2011.
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UNIT 3 = NEW VENTURE CREATION

Contents of the Unit 3

Identifying Opportunities for New Venture Creation: Environment Scanning
— Generation of New Ideas for Products and Services. Creating, Shaping,
Recognition, Seizing and Screening of Opportunities. Feasibility Analysis:
Technical Feasibility of Products and Services — Marketing Feasibility:

Marketing Methods — Pricing Policy and Distribution Channels

Unit Objective

The objective of this unit is to orient the students on new venture creation and understand
the importance of new venture creation

3.1.1 What is New Venture capital?

Venture capital (VC) is a form of private equity and a type of financing that
investors provide to startup companies and small businesses that are
believed to have long-term growth potential. Venture capital generally comes
from well-off investors, investment banks, and any other financial
institutions. Venture capital doesn't always have to be money. In fact, it often
comes as technical or managerial expertise. VC is typically allocated to
small companies with exceptional growth potential or to those that grow

quickly and appear poised to continue to expand.
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3.1.2. Steps to create new venture.

% Business Idea Generation:

The initial step engaged with the beginning up of
another endeavor is the age of business thought. It is
the way toward creating and sharing thoughts that are
scholarly, genuine, or visual in nature. It begins with
the age of thoughts, the start of an idea, and a plan of
procedure and change of the idea into a reality

% Opportunity Recognition:

Usually, business people follow a specific
psychological procedure for distinguishing the potential
in another business opportunity.

% Ecological Scanning:

It is the way toward recognizing the potential
chances on the outside just as an inner business
condition. It likewise encourages a business visionary
to envision and use the obtained data in the best way.

At the hour of creating business procedures, a business

visionary can misuse those chances and diminish the

up-and-coming dangers.

¢ Industry and Competitor Analysis:

After thorough natural checking, a business
person ought to perform a modern and contender
investigation. This examination is a business
investigates that features an industry's latent capacity
and abilities. It gives a top to bottom information about
the handling of the business. It is likewise answerable
for deciding the favourability of the recognized

objective market.

_ Perivar University — CDOE]| Self Learning Material




CDOE -OLDP MBA — Entrepreneurship Development Unit 3

% Practicality Analysis:

This is one of the most significant strides of firing up another endeavor. It
is done to distinguish the most potential business opportunity. It helps a business
visionary to see if the thought is reasonable for the business or not. Typically, a
plausibility examination requires a great deal of research work and is considered
as a testing procedure that checks the common sense of any business through
its benefits and faults. By playing out a plausibility examination, a business
visionary can defeat the disadvantages identified with the business and can roll
out significant improvements according to the prerequisites in the first idea.

« Strategy Preparation:

When a business person turns out to be secure with a particular business
opportunity, at that point the subsequent stage is to build up a field-tested
strategy. It is a composed proclamation that portrays the business, its products
and ventures, its supervisory group, its goals, and related techniques. A field-
tested strategy mostly has two fundamental destinations. The principal objective
is an outside target that is connected with the fulfillment of capital and assets, as
the turn of events and the presence of the business generally rely upon the
assets. The subsequent goal is an inside target, which gives a precise
arrangement to the corporate turn of events. It drives the pioneering business
and the top administration towards a predefined bearing so as to accomplish the
business effectively.

% Undertaking Report Preparation:

At last, the business people should concentrate on setting up a venture
report. It is a guide for future business forms and includes money-related
choices, difficulties, dangers, and different issues looked at during the beginning
up of new pursuit. It additionally acts as a guide for future vulnerabilities and will
help the chiefs in settling on savvy choices. There are few more steps to consider
like low-cost labor and in close proximity to the markets, an example can be

given as mexico's immex program
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3.1.3 Elements of Venture capital
Venture creation in entrepreneurship development involves several key
elements and steps to establish and grow a new business or startup.
These elements are crucial for taking an innovative idea and turning it into
a successful and sustainable venture. Here are the key elements of
venture creation:

%+ |dea Generation: The process begins with the generation of a
novel business idea or concept. This idea should address a specific
problem or need in the market and have the potential to create
value for customers.

+ Market Research: Conduct thorough market research to validate
the demand for your product or service. ldentify your target market,
understand customer preferences, and assess the competitive
landscape.

%+ Business Plan: Develop a comprehensive business plan that
outlines your business model, including revenue streams, cost
structure, and marketing strategy. A well-structured business plan
serves as a roadmap for your venture.

%+ Legal Structure: Choose an appropriate legal structure for your
business, such as a sole proprietorship, partnership, LLC, or
corporation. The legal structure affects liability, taxes, and
regulatory requirements.

%+ Funding: Determine how you will finance your venture. Potential
funding sources include personal savings, loans, angel investors,
venture capitalists, crowdfunding, or grants. Secure the necessary
capital to get started.

%+ Product/Service Development: If applicable, develop your
product or service, ensuring that it meets quality standards and

fulfills the needs of your target customers.
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%+ Branding and Marketing: Create a strong brand identity and
marketing strategy to promote your business. This includes creating
a website, social media presence, and advertising campaigns.

%+ Sales and Distribution: Establish a sales strategy and distribution
channels to reach your customers. Determine how you will sell your
product or service, whether through e-commerce, a physical store,
or other methods.

%+ Team Building: As your venture grows, build a team with the
necessary skills and expertise to help run the business effectively.
Hire employees who share your vision and values.

%+ Operations and Processes: Develop efficient operational
processes to ensure the smooth day-to-day functioning of your
business. Consider factors like inventory management, supply
chain, and customer service.

=%+ Financial Management: Monitor your finances closely, including
budgeting, accounting, and cash flow management. Keep a keen
eye on your financial performance and make necessary
adjustments.

#+ Scaling and Growth: Plan for the growth and expansion of your
venture. Explore opportunities to enter new markets, introduce new
products or services, or scale your operations.

%+ Risk Management: Identify potential risks and develop strategies
to mitigate them. This includes addressing legal and regulatory
compliance, cybersecurity, and other potential threats to your
business.

+ Networking and Partnerships: Build a network of contacts,
mentors, and potential partners who can provide support, guidance,
and collaboration opportunities.

%+ Continuous Learning: Stay updated on industry trends and
technologies. Adapt to changing market conditions and be open to

learning from both successes and failures.
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%+ Adaptability: Be prepared to pivot or make changes to your
business model if needed. Adapt to evolving customer preferences
and market dynamics.

%+ Exit Strategy: Consider your long-term goals, whether it's selling
the business, taking it public, or passing it on to a family member.
Develop an exit strategy that aligns with your objectives.

3.1.4 Features of New Venture:
%+ Innovation and Creativity
One of the fundamental features of a new venture is its focus on
innovation and creativity. New ventures strive to introduce novel
ideas, products, services, or business models that disrupt existing
markets or create new ones. They leverage inventive thinking and
embrace a mindset of continuous improvement and adaptation to
stay ahead in rapidly changing business environments.
%+ Risk and Uncertainty
New ventures are inherently associated with risks and
uncertainties. They involve venturing into uncharted territory, where
market demand, customer preferences, and competitive dynamics
may be uncertain. Entrepreneurial individuals who embark on new
ventures are willing to take calculated risks, accepting the
possibility of failure while seeking potential rewards. Managing and
mitigating risks is an essential aspect of new venture development.
=%+ Opportunity Orientation
New ventures are driven by an opportunity-oriented mindset.
Entrepreneurs identify market gaps, unmet customer needs, or
emerging trends and convert them into opportunities for business
growth. They are proactive in seeking and seizing opportunities,
often challenging conventional thinking and traditional business
practices. This opportunistic approach allows new ventures to

create value in unique ways and gain a competitive edge.
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%+ Scalability and Growth Potential

New ventures often aim for scalability and have the potential for
rapid growth. They are designed to leverage resources efficiently,
expand their operations, and capture larger market shares.
Scalability is a critical factor for investors and entrepreneurs, as it
enables the venture to generate substantial returns on investment
and create significant economic impact.

=+ Flexibility and Adaptability

New ventures operate in dynamic and ever-evolving
environments. Flexibility and adaptability are key features that allow
them to respond to market changes, customer feedback, and
emerging trends. Successful new ventures demonstrate the ability
to pivot their strategies, modify their value propositions, and adapt
their business models to stay relevant and meet evolving customer
demands.

%+ Customer-Centric Approach

New ventures prioritize understanding and satisfying customer
needs. They actively engage with customers, gather feedback, and
iterate their offerings to ensure alignment with customer
preferences. By adopting a customer-centric approach, new
ventures can build strong relationships, establish brand loyalty, and
differentiate themselves from competitors.

+ Entrepreneurial Leadership

New ventures are typically led by entrepreneurs who possess
entrepreneurial qualities such as vision, passion, determination,
and resilience. These leaders are willing to take ownership, make
tough decisions, and inspire their teams to pursue the venture's
goals. Entrepreneurial leadership is crucial for guiding the venture
through challenges, managing resources effectively, and fostering a

culture of innovation and growth
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%+ Social and Environmental Consciousness
In recent years, new ventures have increasingly embraced

social and environmental consciousness as an integral part of their
operations. Many new ventures incorporate sustainability practices,
ethical considerations, and social impact initiatives into their
business models. This focus on corporate social responsibility
enhances their reputation, attracts socially conscious consumers,
and aligns with evolving societal expectations.
%+ Resource Acquisition and Management

New ventures often face resource constraints, particularly in the
early stages. Effective resource acquisition and management are
vital for their success. Entrepreneurs need to secure funding,
attract talent, and leverage partnerships and networks to access
the necessary resources, including financial capital, human capital,
technology, and infrastructure.

3.1.5 Dimensions of New Venture Creation

New venture creation involves a series of dimensions or elements
that entrepreneurs need to consider when starting a new business.

These dimensions include:

o ldea Generation: The process begins with the generation of a
business idea. This could be identifying a new product or
service, recognizing an unmet need in the market, or finding
innovative solutions to existing problems.

o Market Research and Analysis: Entrepreneurs need to
conduct thorough market research to understand the target
market, customer needs, competition, and industry trends.

o Business Plan Development: Creating a detailed business
plan that outlines the company's goals, strategies, financial
projections, and operational plans is essential for attracting

investors and guiding the venture.
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o Legal Structure and Registration: Choosing the appropriate
legal structure (e.g., sole proprietorship, partnership, LLC,
corporation) and registering the business with the relevant
authorities is a crucial step.

o Funding and Finance: Securing the necessary funding through
sources such as personal savings, loans, venture capital, or
angel investors is vital for covering startup costs.

o Team Building: Assembling a team of skilled and dedicated
individuals who can contribute to the venture's success is
crucial. This includes hiring employees and potentially finding
co-founders.

o Product/Service Development: Developing the product or
service, which may involve research and development,
prototyping, and testing.

o Marketing and Sales: Creating a marketing strategy to promote
the product or service and generate sales. This may involve
branding, advertising, and sales channels.

o Operations and Supply Chain: Setting up efficient operational
processes and managing the supply chain to ensure the product
or service is delivered to customers effectively.

o Legal Compliance: Ensuring the business complies with all
relevant laws and regulations, including licenses and permits.

o Financial Management: Managing the finances of the
business, including budgeting, accounting, and financial
reporting.

o Risk Management: Identifying and mitigating potential risks
that could affect the business, such as market fluctuations,
competition, and external threats.

o Scaling and Growth: Developing a plan for scaling the
business and achieving growth in the long term.
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o Customer Service and Satisfaction: Building a strong
customer service function to maintain customer satisfaction and
loyalty.

o Innovation and Adaptation: Remaining open to change and
innovation to stay competitive in a dynamic market.

o Networking and Partnerships: Building connections and
partnerships with other businesses, organizations, and industry
stakeholders.

o Exit Strategy: Considering an exit strategy, such as selling the
business, going public, or passing it on to the next generation.

3.1.6 Barriers to New Venture capital

Creating a new venture can be an exciting and rewarding

endeavor, but it also involves facing various barriers and

challenges that can hinder or delay the process. Some common
barriers to new venture creation include:
(1 Financial Barriers:

[0 Capital Requirements: Lack of initial capital or access to funding
sources can be a significant barrier.

[1 Credit Issues: Poor personal or business credit can make it
difficult to secure loans or attract investors.

[0 Market and Competitive Barriers:

[0 Intense Competition: Entering a saturated market with well-
established competitors can be challenging.

(1 Market Uncertainty: Market changes, economic conditions, and
shifts in consumer preferences can make it difficult to predict
demand and success.

[1 Regulatory and Legal Barriers:

1 Licensing and Permits: Navigating the complex and time-

consuming process of obtaining the required licenses and permits

can be a barrier.

* Industry Regulations: Complying with industry-specific regulations
and standards can be costly and time-consuming.

[J Human Resource Barriers:
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(1 Talent Acquisition: Attracting and retaining skilled employees,

especially in competitive job markets, can be a challenge.

[1 Team Building: Finding co-founders or team members who share

the vision and values of the venture can be difficult.
(1 Operational Barriers:

[0 Supply Chain Issues: Managing the supply chain, sourcing
materials, and ensuring timely delivery can be problematic.

[0 Quality Control: Maintaining consistent product or service quality
can be challenging, especially during rapid growth.

[0 Marketing and Sales Barriers:

[1 Customer Acquisition: Building a customer base and effectively
reaching target audiences can be a hurdle.

[0 Brand Awareness: Creating brand recognition and trust in the
market takes time and resources.

[0 Technological Barriers:

[1 Technical Challenges: Developing or adopting new technologies,
or staying up to date with technological advancements, can be
difficult.

(1 Intellectual Property Challenges:Protecting Intellectual Property:
Safeguarding unique ideas, products, or processes from theft or
infringement can be a barrier.

[ Cultural and Social Barriers:

[0 Resistance to Change: Resistance to new ideas, cultural norms,
or societal biases can impede progress.

[ Networking: Building a professional network and establishing
relationships can be difficult, especially for first-time entrepreneurs.

[1 Psychological Barriers:

= Fear of Failure: The fear of failing can deter potential
entrepreneurs from taking the risk.
= Risk Aversion: Some individuals are risk-averse and may hesitate
to invest time and resources in a new venture.
[1 Geographic and Location Barriers:
1 Location Challenges: The geographic location of the venture can

pose barriers, such as limited access to customers or suppliers.
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1 Resource Constraints:
1 Limited Time: Balancing a new venture with other commitments,
such as a full-time job, can be challenging.
[0 Limited Knowledge and Expertise: A lack of knowledge or

experience in a particular industry or domain can be a barrier.

3.2: ENVIRONMENTAL SCANNING

Dear Learners, we had the basic understanding about the meaning and
definitions of new venture capital in the first section. In this section, let's have the
understanding about environmental scanning that lays the foundation for all the

processes.

Basics of Environmental Scanning

Environmental scanning is a process used by organizations to gather,
analyze, and monitor information about their external environment. It helps
organizations stay aware of external factors and trends that can impact their
operations, allowing them to adapt and make informed decisions. Here are the

basics of environmental scanning:

1. Identification of Key External Factors:

« Start by identifying the specific external factors that are relevant to your
organization. These factors can include economic conditions, market
trends, technological advancements, regulatory changes, social and
cultural shifts, and competitive developments.

2. Data Collection:

« Gather data and information related to the identified external factors. This
can involve collecting data from various sources, such as government
reports, industry publications, news articles, market research, and social
media.

3. Data Analysis:

e Analyze the collected data to extract meaningful insights. Look for

patterns, trends, and potential opportunities or threats. This analysis helps

in understanding the implications of external factors on your organization.

. B
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4. SWOT Analysis:

e« Conduct a SWOT analysis, which stands for Strengths, Weaknesses,
Opportunities, and Threats. Assess how the external factors you've
identified can impact your organization's strengths and weaknesses, and
where potential opportunities and threats lie.

5. Competitor Analysis:

o Examine your competitors and their activities. This includes their market
share, product offerings, pricing strategies, and customer feedback.
Understanding your competitive landscape is crucial.

6. PESTEL Analysis:

e Use a PESTEL analysis, which stands for Political, Economic, Social,

Technological, Environmental, and Legal factors, to systematically

evaluate external influences in each of these categories.

Techniques of Environmental scanning
Environmental scanning techniques include SWOT analyses, PESTEL

Analyses, Competitor Analyses, Market Research and Scenario planning.
s SWOT Analysis:

%+ Strengths: This is all about identifying our powerhouse areas. What
makes us the go-to choice for our customers? It could be our top-notch
customer service, innovative products, or a strong brand reputation.
We need to recognize and build on these strengths to stay ahead.

+ Weaknesses: Here, we‘re being honest about where we might fall
short. It could be outdated technology or perhaps a limited product
range. ldentifying these areas allows us to work on improvements,
ensuring we“re not left behind in the race.

<+ Opportunities: This is our chance to spot the golden opportunities in
the market. It might be a gap that our competitors haven®t noticed or a
new trend that we can capitalize on. By being vigilant, we can seize
these opportunities to boost our growth.

%+ Threats: This is about foreseeing potential roadblocks. It could be a

new competitor entering the market or changing consumer
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mitigate their impact.

s PESTLE Analysis:

%+ Political: Here, we‘re keeping an eye on the political landscape.
Government policies, trade regulations, and political stability can all
influence our business. We need to stay informed to navigate through
any political waves adeptly.

%+ Economic: This involves monitoring the economic pulse. Inflation
rates, economic growth, and currency fluctuations can affect our
bottom line. By staying tuned to economic trends, we can make

informed financial decisions.

=% Sociocultural: This is about understanding societal trends and cultural
shifts. What are the changing preferences and lifestyles of our target
audience? We can align our offerings to resonate with our customers
by tuning into the sociocultural vibes.

%+ Technological: Here, we"re scouting for the latest tech advancements.
Technology can be a game-changer, offering us tools to innovate and
streamline our operations. We need to be tech-savvy to leverage the
benefits fully.

#+ Legal: This involves staying abreast of the legal landscape. New laws
and regulations can impact our operations. By being legally savvy, we
can ensure compliance and avoid potential pitfalls.

%+ Environmental: This is about being eco-conscious. Environmental
factors like climate change and sustainability are becoming
increasingly important. We need to adopt green practices to be a

responsible and forward-thinking brand.
[1 Competitor Analysis

This involves keeping a close watch on our competitors. What strategies
are they adopting? What are their strengths and weaknesses? We can identify
opportunities to outshine our competitors and avoid their mistakes by analysing

them.
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[ Market Research

Marketing research tool is used to understand customers better. With this,
companies can gauge customer preferences and satisfaction through surveys,
feedback, and trend analysis. This insight helps us to tailor our offerings and

enhance the customer experience.

[J Scenario Planning
This is about preparing for the future by envisioning various scenarios. It"s

like having a roadmap for different paths the future might take. By planning for
different scenarios, we can be ready to adapt and thrive, no matter what the

future holds.

Five forces of Environment Scanning

Porter’s Five Forces

Competitive
—> <— Rivalry within —s <«—
an Industry

|
I

Threat of
Substitute
Product

1. The threat of entry: competitors can enter from any industry, channel, function,
form or marketing activity. How best can the company take care of the threat of
new entrants?

2. Supplier power: what is the power of suppliers in this industry? How will their

actions affect costs, supplies and developments? If there are a few suppliers,
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power is in their favour and cost of switching may be prohibitive;vice versa for a

situation with lots of suppliers. There may be too many buyers from too few

suppliers.

3. Buyer power: there may be few buyers for the product, which could mean that
they would drive down prices and dictate business terms. What is their effect on
the business? If there are many buyers, sellers could decide not to supply to a
few, because other buyers will step in.

4. Threat of substitutes: can another substitute the product? Tea for coffee; emalil
for fax? What is the likely possibility of this and what is its impact?

5. Competitive rivalry: all the four forces may come together to produce this force.
All the resources at a company's disposal may be put in to maintain market

shares and sales. How intense is competitive action, can it be countered?

3.3 Generation ideas for new products and services

3.3 Meaning:

A new idea is often the basis for starting up a business. Many entrepreneurs spot
a gap in the market and start businesses that provide a product or service that fills it.

Others come up with ways to improve an existing product.
What are the five generating ideas?

%+ Study the Changing Market Trends
e Market trends keep on changing and in order to give your customers a
product that suits their particular needs, keep pace with market trends.
e There might be economic or technological changes that are likely to impact

the buying decisions of your customer base.
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Studying what is new and trending is important for businesses in idea
generation for new products/service.

o For instance, if you are a company that sells electronic items,
conducting a market survey would give you a thorough insight on
whether customers are willing to pay for new technology or just want
affordable electronic items.

o Based on this you can modify your new product idea and come up with
something that will instantly grab the attention of your potential buyers.

%+ Brainstorm with Your Development and Sales Team

O

Brainstorming sessions with your product development and sales team can
help you in coming up with creative and unique product ideas.

Creative, interesting and original ideas should be considered even if they
require a lot of hard work.

After the brainstorming session, analyze the ideas generated and plan further
on the ones that are workable.

The ideas that match the goals of your business should be given priority.

=% Get the Opinion of Your Customers

[

Another smart way of generating ideas for new products is to take opinion
from your customers. Gathering customer feedback and suggestions can be a
difficult task.

You can use live chat and other interactive communication platforms where
you can have ,one on one" conversations with customers.

Live chat support can be used for short online customer surveys and can give
you useful information regarding the needs of your customers and how they

want a new product/service to be.

[1 You can generate new product ideas based on the feedback collected.

Developing a new product according to the suggestions of your customers is
more likely to make it a success.

G
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=% Involve Creative University Students

[]

0

You can involve students from different universities in your idea generation
activity.

There are many creative students with great ideas which can be used
forproduct development.

Look out for such creative thinkers who can contribute towards improving and
modifying your new product plan.

Moreover, you can ask these students to critically evaluate the already
developed plan so that you can spot loopholes.

This will help you modify and further improve your plan.

=+ Modify Unused ldeas from the Past

[

There will be product development ideas that you saved up for future
use.You can start working on these ideas and modify them.

By looking at details of these unused ideas you can think of the possibilities of
utilizing them.
You can conduct more research and pick up the ones that look most

refinedand workable.

There are a lot of creative product ideas that remain underdeveloped, such
ideas can be modified or materialized once you have the resources.

Four steps in Idea Generation:

Through idea development, a developer or creator is able to flesh out their ideas

and come up with concepts that can be implemented in real world situations by

understanding people®s needs and problems.

Idea development/optimization is a step-by-step process through which a pool of

ideas is refined by identifying the specific elements of an idea that create the greatest

impact. Idea development is simply about implementing different ways of exploring

ideas and composing solutions that best solve the problem in the most effective

manner.
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Inspiration Phase
Incubation Phase
[llumination Phase

Implementation Phase

= Inspiration Phase:

This is when a creator/developer comes up with an idea and will likely
have more than one to consider. In order to flesh out an idea and settle on
the most relevant idea, one can implement certain guiding strategies,
such as:

o Brainstorming

o Mind Mapping

o SCAMPER technique

o Reverse Thinking

o Collaboration

% Brainstorming

This process involves assessing one's ideas whether as an individual or a
group to settle on an idea that can be a solution to a specific problem. A
brainstorm is usually a “brain dump” of different possibilities for the project,

without judgement of its relevance to the subject matter.

% Mind Mapping

Mind mapping involves creating a visual representation how ideas are
related to each other. It allows the creator to assess all ideas from a visual

point of view and select which are most relevant.

Mind mapping can be fun because it encourages creators to color code,
doodle, and find other creative ways to represent their ideas. It creates a
mental picture of relationships that are all rooted into the main

agenda/idea.
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s SCAMPER technique
Developed by Bob Eberie, the acronym stands for Substitute, Combine,

Adapt, Modify, Put to another use, Eliminate and Reverse.

This technique allows one to judge their ideas in reference to already
existing solutions/products and consider improving upon them or
innovating new solutions. The assessment is conducted by developing

guestions guided by the SCAMPER prompts.

This process will allow creators to settle on a relevant idea easily because
the process helps illuminate what will work for the existing market or
intended audiences.

% Reverse Thinking
In this technique, a creator/developer focuses on the possibility of failure.
Instead of looking at how best the ideas will work, the creator analyzes

ideas in reference to which ideas are likely to fail.

This process gives creators a chance to derive a working idea by
eliminating the most likely to fail in reference to the market/potential areas

of implementation for their ideas.

% Collaboration
This process involves a creator leaving their comfort zone and working
with people from different backgrounds, knowledge-bases, skills, and

experiences to assess their ideas from different perspectives.

This method is important in generating ideas because it is inclusive. By
combining different insights, a creator can reach a conclusion that

addresses a wide variety of issues.

27 Strategies for Generating ideas
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L

¥

Generating ideas in entrepreneurship development is a crucial step in starting and
growing a successful business. Here are several strategies to help you generate

innovative and viable business ideas:
1. Identify Market Needs:

o Observe your target market: Pay close attention to the problems and pain
points experienced by potential customers. What needs are not being

adequately addressed?

e Conduct market research: Analyze industry trends, competitor offerings,

and consumer preferences to identify gaps and opportunities.
2. Personal Passion and Expertise:

o Consider your interests and expertise: Think about what you are
passionate about and knowledgeable in. Combining your skills and

interests can lead to unique business ideas.
3. Solve Your Own Problem:

e Solve a problem you personally face: Chances are, if you have a problem,
others do too. Creating a solution for your own needs can lead to a

successful business.
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4. Brainstorming:

e Conduct brainstorming sessions: Gather a diverse group of people and
engage in structured brainstorming sessions to generate a wide range of

ideas.

e Use techniques like mind mapping, SWOT analysis, or the "5 Whys" to

explore potential business concepts.
5. Industry Insights:

o Attend industry conferences and events: Networking and participating in
industry events can provide valuable insights into emerging trends and

opportunities.
6. Innovate Existing Ideas:

« Take an existing idea and improve it: Consider how you can offer a

product or service with a unique value proposition or at a lower cost.
7. Technology and Trends:

o Stay updated on technology: Keep up with technological advancements
and emerging trends in your industry. These often lead to innovative

business ideas.
8. Problem-Solution Fit:

« Find a problem-market fit: Focus on problems that affect a sizable and
underserved market. Your business idea should offer a compelling

solution.
9. Cross-Industry Inspiration:

e Look for inspiration in unrelated industries: Sometimes, ideas from other

industries can be adapted to create new and disruptive business models.
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10. Customer Feedback:

o Collect customer feedback: Engage with potential customers through
surveys, interviews, or social media to learn about their needs and

preferences.
2.4 Opportunity seeking, screening and seizing

Meaning of opportunity seeking:

Opportunity seeking is the act of actively looking for opportunities in
entrepreneurship. This includes looking for potential business ideas, networking with
other entrepreneurs, and taking advantage of any opportunity that comes your way. It is
to be able to recognize a problem or a gap and gear up with an innovative solution.
objective is simply to earn profits from producing, buying and selling goods. efficiency,

better economies, and even enable them to reach unparalleled superiority.
Key aspects of opportunity seeking
Key aspects of opportunity seeking include:

o Market Analysis: Examining market conditions, consumer behavior, industry
trends, and competitive landscapes to identify gaps and potential niches for new
products, services, or business models.

o Problem-Solution Fit: Recognizing problems or pain points that potential
customers face and devising solutions that address these issues effectively.

o Innovation: Identifying innovative ideas, technologies, or approaches that can
disrupt existing markets or create entirely new ones.

o Networking: Leveraging relationships, connections, and industry knowledge to
discover new opportunities. Sometimes, opportunities arise from discussions with
peers, mentors, or colleagues.

o Adaptability: Being open to changing circumstances and quickly adjusting
business strategies to seize emerging opportunities, especially in fast-paced or

evolving industries.
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o Risk Management: Assessing the risks associated with
pursuing a particular opportunity and developing strategies to mitigate them.

o Market Research: Gathering data and insights through research, surveys,
customer feedback, and competitive analysis to make informed decisions about

which opportunities to pursue.
Techniques on seeking, screening & seizing opportunities

Seeking, screening, and seizing opportunities in entrepreneurship is a multi-
faceted process that involves identifying potential opportunities, evaluating them, and

taking action. Here are techniques for each stage of this process:

Seeking Opportunities:
1. Environmental Scanning:

o Stay informed about industry trends, market changes, and emerging

technologies through regular research and monitoring.

e Subscribe to industry publications, attend conferences, and engage in

online communities to stay up-to-date.

2. Networking:

« Build a strong network of contacts in your industry and related fields.

o Engage in discussions, attend industry events, and actively seek out

experts and mentors who can provide insights.

3. ldea Generation:

o Set aside time for brainstorming sessions with a diverse group of

individuals to generate a wide range of ideas.

e Use techniques like mind mapping, SWOT analysis, or the "5 Whys"

toexplore possibilities.
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4. Problem-Solving:

e Approach problem-solving as an opportunity-seeking exercise. ldentify

common issues in your field and consider innovative solutions.
5. Market Research:

e Regularly conduct market research to identify unmet needs, gaps in the

market, and potential customer pain points.
o Utilize surveys, customer feedback, and competitor analysis.
Screening Opportunities:
1. Feasibility Analysis:

o Assess the feasibility of each opportunity by considering factors like

market size, competition, cost, and potential revenue.
« Develop a detailed business plan to evaluate the viability of your ideas.
2. SWOT Analysis:

e Perform a SWOT (Strengths, Weaknesses, Opportunities, Threats)
analysis to understand the internal and external factors that could affect

your opportunity.
3. Risk Assessment:

« ldentify potential risks associated with each opportunity and develop

strategies to mitigate or manage them.

o Consider factors like regulatory, financial, operational, and market-related

risks.
4. Market Validation:

« Validate the market demand for your idea by conducting focus groups,

surveys, or MVP (Minimum Viable Product) testing.

o Gather feedback from potential customers to refine your concept.
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Seizing Opportunities:
1. Business Planning:

o Create a comprehensive business plan that outlines your strategy, goals,

target market, and financial projections.
« Define your unique value proposition and competitive advantage.
2. Resource Allocation:

o« Secure the necessary resources, including funding, talent, and

technology, to execute your business idea effectively.
o Develop a budget and resource allocation plan.
3. Action Plan:

o Develop a detailed action plan that outlines the steps required to seize the

opportunity.

e Assign responsibilities, set milestones, and establish a timeline for

implementation.
4. Execution:

o Execute your plan diligently, continuously monitoring progress and

adapting to changing circumstances.
o Be agile and ready to make adjustments as needed.
5. Feedback and lIteration:

o Solicit feedback from customers and stakeholders and use this input to

make necessary adjustments to your business strategy.
« Continuously iterate and improve your products or services.
6. Marketing and Promotion:

o Develop a marketing strategy to promote your offering and reach

yourtarget audience effectively.

_6 Perivar University — CDOE| Self Learning Material




CDOE -OLDP MBA — Entrepreneurship Development Unit 3

o Utilize various marketing channels, such as social media, content

marketing, and advertising.
Environment of the Entrepreneurship venture:

The environment of an entrepreneurship venture, often referred to as the
entrepreneurial ecosystem, encompasses all the internal and external factors that can
impact the success and growth of a new business. It's important for entrepreneurs to
understand and navigate this environment effectively. Here are key components of the
entrepreneurial venture environment:

1. Economic Environment:

« Economic conditions, such as inflation rates, interest rates, and overall economic
stability, can significantly affect the cost of doing business, access to capital, and
consumer spending.

2. Market Conditions:

e The size, dynamics, and competitiveness of the target market play a crucial role
in shaping an entrepreneurship venture's opportunities and challenges.

3. Regulatory and Legal Environment:

« Government regulations, licensing requirements, and legal constraints can
impact the formation, operation, and growth of a business.

4. Technology and Innovation:

0 Advances in technology can create new opportunities for innovation and
disruption, enabling entrepreneurs to develop cutting-edge solutions and stay
competitive.

5. Funding and Capital Access:

0 Access to funding sources, such as venture capital, angel investors, loans, or
crowdfunding, is essential for financing the startup and expansion of an
entrepreneurship venture.

6. Social and Cultural Factors:

0 The cultural and social context in which the business operates influences
consumer behavior, market trends, and marketing strategies.

7. Education and Support Infrastructure:
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0 The availability of entrepreneurial education, mentorship, and support

organizations can aid entrepreneurs in acquiring the necessary knowledge and
skills.

8. Networking and Collaboration:

0 The strength of the entrepreneurial ecosystem is often measured by the extent to
which entrepreneurs can connect and collaborate with other businesses,
investors, and mentors.

9. Competitive Landscape:

0 Understanding competitors, their strengths, and their weaknesses is essential to
positioning the venture effectively in the market.

10. Talent Pool:
[1 Access to a skilled and diverse workforce is critical for the success of an
entrepreneurship venture.

3.5 Feasibility Analysis:
3.1.2 Meaning

Feasibility analysis, also known as Feasibility Study, intends to equitably and
logically examine the pros and cons of an existing or a proposed business, dangers
related to the venture, required resources to carry out the operations, and eventually the
probability of success. A feasibility analysis helps you consider the costs and activities
required to set up and run a business, and how to make an informed decision about

whether to start a business and how to do it.
Objectives of Feasibility Analysis:

Feasibility analysis is a crucial step in the process of starting and growing
a business. It involves evaluating the viability and potential success of a business
idea or venture. The main objectives of feasibility analysis in entrepreneurship
are as follows:

v' Assess Viability: Determine whether the business concept is feasible and has
the potential to succeed in the market. This includes examining market demand,
competition, and profitability.

v' Risk Assessment: Identify potential risks and challenges that the business may
face and develop strategies to mitigate or manage these risks. This includes

considering regulatory, financial, operational, and market-related risks.
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v Resource Evaluation: Assess the availability and adequacy of resources

needed to launch and operate the business. This includes financial resources,
human capital, technology, and infrastructure.

v Market Analysis: Analyze the target market to understand its size, growth
potential, customer demographics, and buying behavior. This helps in
determining whether there is a demand for the product or service.

v Competitive Analysis: Evaluate the competitive landscape to understand the
strengths and weaknesses of existing competitors. Determine if there is room for

differentiation and if the business can gain a competitive edge.

v' Financial Viability: Examine the financial aspects of the business, including
startup costs, operating expenses, revenue projections, and profitability.
Determine if the business can generate sufficient cash flow and achieve financial
sustainability.

v' Legal and Regulatory Compliance: Ensure that the business complies with all
relevant laws and regulations, including permits, licenses, and intellectual

property protection.
Components of Feasibility Analysis

s Market Feasibility:

o Market Research: Conduct in-depth market research to understand the
size, demographics, and growth potential of the target market. Identify
trends, customer preferences, and market demand.

o Competitive Analysis: Analyze existing competitors, their strengths,
weaknesses, and market share. Determine if there is room for
differentiation and whether the business can gain a competitive
advantage.

o Market Segmentation: ldentify specific market segments or niches that
the business can target effectively.

o Customer Behavior: Study consumer behavior, including buying patterns
and decision-making processes.

%+ Financial Feasibility:

o Financial Projections: Develop detailed financial projections, including

revenue forecasts, expense estimates, and cash flow statements. Assess

whether the business can achieve profitability and financial sustainability.
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o Start-up Costs: Determine the initial capital required to launch the
business, covering expenses like equipment, technology, marketing, and
legal fees.

o Break-Even Analysis: Calculate the point at which the business is
expected to cover its costs and start generating a profit.

o Return on Investment (ROI): Assess the potential return on investment
for the business over a specified period.

%+ Technical Feasibility:

o Technology and Infrastructure: Evaluate the availability and suitability of
technology, equipment, and infrastructure required for the business
operations.

o Resource Requirements: Determine if the necessary resources, such as
skilled labor or specialized tools, are accessible.

+ Operational Feasibility:

o Operations Plan: Develop an operations plan that outlines how the
business will run day-to-day. Consider supply chain management,
production processes, distribution, and quality control.

o Resource Management: Assess how resources (both human and
physical) will be allocated and managed efficiently.

o Logistics: Evaluate the efficiency of the supply chain and distribution
channels.

Types of Feasibility study:

Feasibility analysis is a critical step in evaluating the potential success of a
business idea or venture. There are several types of feasibility analysis, each
focusing on different aspects of the business. The main types of feasibility
analysis include:

o Market Feasibility Analysis:This type of analysis assesses whether
there is a demand for the product or service in the target market. It
includes market research, competitive analysis, and market trends

evaluation.
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Financial Feasibility Analysis: Financial feasibility analysis examines
whether the business concept is financially viable. It includes revenue
projections, expense estimates, break-even analysis, return on investment
(ROI), and capital requirements.

Technical Feasibility Analysis: Technical feasibility analysis evaluates
whether the necessary technology, equipment, and infrastructure are
available or can be developed to support the business. It considers
resource requirements and technology constraints.

Operational Feasibility Analysis: Operational feasibility analysis
assesses whether the business can operate efficiently on a day-to-day
basis. It includes an operations plan, resource management, and logistics
evaluation.

Legal and Regulatory Feasibility Analysis: Legal and regulatory
feasibility analysis ensures that the business complies with all relevant
laws and regulations, such as permits, licenses, and intellectual property
protection. It addresses potential legal risks.

Human Resource Feasibility Analysis:Human resource feasibility
analysis evaluates whether the business can attract, retain, and manage
the necessary talent and skills required for successful operations.
Environmental and Sustainability Feasibility Analysis:This type of
analysis considers the environmental impact of the business and
evaluates its alignment with sustainability principles and corporate social

responsibility.

3.6 TECHNICAL FEASIBILITY

Meaning of technical feasibility:

Technical feasibility refers to the assessment of whether a proposed project,

product, or system can be successfully developed and implemented from a technical

perspective.

It involves evaluating whether the required technology, resources, and
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expertise are available or can be acquired to complete the project, and whether the

project can be completed within the specified constraints, such as time and budget.

Key elements of technical feasibility:

1. Technological Viability: Assessing whether the necessary technology and

infrastructure are available or can be obtained to support the business idea.

2. Resource Availability: Evaluating whether the required resources, such as
materials, equipment, and skilled personnel, are accessible or can be acquired

within budget constraints.

3. Prototyping and Development: Determining whether it is possible to create a
prototype or minimum viable product (MVP) to test the concept and refine it

before full-scale production.

4. Regulatory Compliance: Ensuring that the business idea or product complies

with industry regulations, safety standards, and legal requirements.

5. Scalability: Analyzing whether the technical infrastructure and processes can

accommodate future growth and expansion.

6. Risk Assessment: Identifying potential technical risks, challenges, and

constraints that may impact the project's success.
Importance of Technical Feasibility

Technical feasibility is of significant importance in the context of project

management, entrepreneurship, and product development for several reasons:

1. Risk Mitigation: Assessing technical feasibility helps identify potential risks and
challenges associated with a project or business venture. By addressing these
technical risks upfront, stakeholders can develop strategies to mitigate or

overcome them, reducing the likelihood of costly setbacks.
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2. Resource Allocation: Understanding the technical requirements of a project
allows for better resource allocation. It helps in determining the type and quantity
of resources (including technology, equipment, materials, and skilled personnel)

required, enabling efficient budgeting and planning.

3. Realistic Planning: A positive technical feasibility assessment ensures that
project planning and timelines are realistic. It helps prevent overambitious

timelines or goals that can lead to project delays and cost overruns.

4. Quality Assurance: By focusing on technical aspects, businesses can ensure
that their products or services meet quality standards and industry regulations.
This is essential for building a strong reputation, complying with legal

requirements, and ensuring customer satisfaction.

5. Innovation and Competitiveness: Assessing technical feasibility may uncover
opportunities for innovation and differentiation. Understanding the latest
technologies and how they can be leveraged can give a business a competitive

edge in the market.

Types of Technical Feasibility

Technical feasibility can be divided into various types based on the specific
aspects of a project or initiative that are being evaluated. The main types of technical

feasibility include:

1. Hardware Feasibility: This assesses whether the necessary hardware
components and infrastructure are available or can be acquired to support the
project. It involves evaluating the availability of computer systems, machinery,

equipment, and other physical resources.

2. Software Feasibility: Software feasibility examines whether the required
software solutions can be developed or obtained for the project. It considers
software development capabilities, licensing requirements, compatibility, and the

availability of off-the-shelf software.

3. Operational Feasibility: This type assesses whether the project can be

seamlessly integrated into the existing operations of a business or organization.
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It considers factors such as workflow compatibility, staffing requirements, and the

impact on daily operations.

4. Technical Skills and Expertise Feasibility: This focuses on the capabilities of
the project team. It evaluates whether the team possesses the technical skills

and expertise required to execute the project successfully.

5. Infrastructure Feasibility: Infrastructure feasibility evaluates the availability and
adequacy of physical infrastructure, such as transportation, utilities, and
communication systems, to support the project. It is particularly relevant for large-

scale infrastructure projects.

6. Regulatory and Compliance Feasibility: Regulatory feasibility assesses
whether the project complies with industry regulations, legal requirements, and
safety standards. It ensures that the project can be executed without violating

any laws or regulations.

7. Resource Feasibility: Resource feasibility evaluates the availability of essential
resources, such as raw materials, energy, and water, required for the project. It

also considers resource sustainability and the environmental impact.
3.7 Marketing Feasibility
Meaning

Market Feasibility Study determines the depth and condition of a particular
market and its ability to support a particular development. The main objective of a

market feasibility study is to understand the market to determine if enough demand

exists to make the venture successful. It provides a more in-depth and thorough

analysis than any other type of market research.
Importance of Marketing feasibility study:

+ The market feasibility study is an important tool to access the viability and
potential of a new business.
=+ [t is an excellent instrument for predicting the probability of failure or success of a

new business venture
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It can be adopted in cases of incorporating new products and ideas into business
It includes all probable actions that are required to be taken for determining
whether a business idea is meant to succeed

It is a stepwise process to weigh the pros & cons of each step before getting into
the actual process

It helps through making key decisions to move forward with the ideas, whether to

refine or leave them altogether

Types of Marketing Feasibility study:

Marketing feasibility studies can take various forms and may vary depending

on the specific context and objectives of the study. Here are some common types of

marketing feasibility studies:

1.

Product Feasibility Study: This type of study focuses on evaluating the market
demand and potential acceptance for a new product. It assesses factors like
product features, design, and functionality to determine if the product is likely to

be successful in the market.

. Service Feasibility Study: Service feasibility studies assess the viability of

introducing a new service in the market. It examines whether there is a need for
the service, the potential customer base, and the service's competitive

advantages.

Market Demand Feasibility Study: This study focuses on estimating the overall
market demand for a particular product or service. It considers factors like target

market size, demographics, and purchasing behaviors.

Competitive Feasibility Study: Competitive feasibility studies analyze the
existing and potential competitors in the market. They assess the strengths,
weaknesses, strategies, and market share of competitors to determine if there is

room for a new entrant.

Location Feasibility Study: When considering opening a physical business
location, this study assesses the suitability of the chosen location based on

factors like accessibility, foot traffic, and local market conditions.
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6. Pricing Feasibility Study: This study focuses on determining an appropriate

pricing strategy for a product or service. It considers factors like price elasticity,

customer willingness to pay, and competitive pricing.

7. Market Trends and Dynamics Study: This type of feasibility study examines
current market trends, growth potential, and potential disruptions. It helps
businesses stay informed about changes in the market that could impact their

offerings.

8. Customer Preference Study: Customer preference studies aim to understand
the needs, preferences, and behaviors of potential customers. This information

can help in product or service customization.
3.8 Pricing policy
Meaning of pricing policy

Pricing policy describes what market prices are possible for the products and
services in the market. A pricing strategy from the sales perspective must be developed.

From a marketing perspective, the market price must be determined.

Objectives of Pricing policy in Entrepreneurship

Pricing policy in entrepreneurship serves various objectives, each of which
contributes to the success and sustainability of a business. The primary objectives of

pricing policy in entrepreneurship include:

1. Profit Maximization: The most fundamental objective of pricing is to maximize
profits. Entrepreneurs need to set prices that cover costs and generate a
sufficient profit margin. This involves finding the optimal balance between price

and demand.

2. Market Penetration: Entrepreneurs may use pricing as a strategy to gain a
foothold in the market by setting lower prices to attract a larger customer base.

This can be especially effective in competitive industries.

3. Revenue Growth: Pricing policies can be designed to boost revenue by
increasing the average transaction value, upselling to existing customers, or

attracting high-value customers willing to pay premium prices.
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4. Cost Recovery: Pricing should cover both variable and fixed costs, ensuring that

the business can cover its expenses and remain financially sustainable.

5. Competitive Positioning: Setting prices in alignment with competitors is crucial
for maintaining a competitive position. Entrepreneurs can choose to match,

undercut, or differentiate their prices depending on their strategy.

6. Brand Image and Perceived Value: The pricing policy can influence the
perceived value of the product or service. Premium pricing can create the
perception of a high-quality product, while discount pricing may emphasize

affordability.

7. Customer Loyalty and Retention: Entrepreneurs may use pricing strategies to
reward loyal customers, such as offering discounts, loyalty programs, or volume

discounts. This can help retain customers and encourage repeat business.

8. Market Share Expansion: In some cases, entrepreneurs may aim to increase
market share by offering competitive prices, gaining a larger share of the

customer base, and potentially benefiting from economies of scale.
Types of pricing

Entrepreneurs can choose from various pricing policies and strategies to
determine the prices for their products or services. The selection of a pricing policy
depends on the specific business, its objectives, target market, and competitive

environment. Here are some common types of pricing policies in entrepreneurship:

1. Cost-Plus Pricing: This policy involves setting prices by adding a predetermined
profit margin to the total production or acquisition cost. It ensures that the

business covers its costs and generates a profit.

2. Competitive Pricing: Entrepreneurs set their prices in alignment with or slightly
below those of competitors. Competitive pricing aims to maintain market share

and stay in line with industry norms.

3. Premium Pricing: Premium pricing involves setting higher prices than
competitors, often based on perceived quality, brand reputation, or unique

features. It's common for luxury and high-end products.

_7 Perivar University — CDOE| Self Learning Material




CDOE -OLDP MBA — Entrepreneurship Development Unit 3

4. Skimming Pricing: This strategy involves initially setting high prices for a new
product to capture early adopters and maximize profit. Over time, prices may be

lowered to reach a broader market.

5. Penetration Pricing: Entrepreneurs set initial prices lower than competitors to
quickly gain market share. Penetration pricing is often used when entering a new

market or introducing a new product.

6. Value-Based Pricing: Pricing is determined by the perceived value of the
product or service to the customer. Entrepreneurs assess customer willingness

to pay and adjust prices accordingly.

7. Dynamic Pricing: Prices are adjusted in real-time based on factors such as
demand, supply, and customer behavior. This is common in e-commerce and the

travel industry.

8. Bundle Pricing: Entrepreneurs offer a combination of products or services at a
reduced price compared to purchasing each item separately. It encourages

customers to buy more.
Factors involved in Pricing Policy

Setting a pricing policy for a product or service involves considering a
multitude of factors that can impact the pricing decisions made by entrepreneurs and

businesses. Here are some key factors involved in pricing policy:

1. Costs: Understanding the costs associated with producing, delivering, and
marketing the product or service is fundamental. This includes variable costs
(e.g., materials, labor) and fixed costs (e.g., overhead, rent). Pricing should cover

these costs while allowing for a profit margin.

2. Market Demand: The level of demand for the product or service plays a
significant role in pricing decisions. Entrepreneurs need to assess customer

preferences, needs, and willingness to pay.
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3. Competitor Pricing: Analyzing the prices set by competitors is crucial.
Entrepreneurs can choose to price their offerings competitively (matching or

undercutting) or at a premium, depending on their market positioning.

4. Value Proposition: The unigue value or benefits offered by the product or
service can influence pricing. If the offering provides distinct advantages, it may

support premium pricing.

5. Target Customer Segment: Different customer segments may have varying
price sensitivity. Pricing policies should consider the preferences and buying

behaviors of the target audience.

6. Elasticity of Demand: Understanding how changes in price affect demand is
essential. Price elasticity measures the responsiveness of demand to price

changes and helps in setting optimal prices.

7. Pricing Objectives: Clear pricing objectives should be defined, such as profit
maximization, market share growth, or price stability. These objectives guide

pricing decisions.

8. Economies of Scale: Consider the impact of production volume on costs. Large-

scale production may lead to cost savings, which can influence pricing.

Types of Distribution Channels:

1. Direct Selling: In this channel, the producer sells products directly to the end
consumer without intermediaries. This can be done through physical stores,

company websites, or sales representatives.

2. Retail Distribution: Products are sold to consumers through physical retail
stores, which may include department stores, specialty shops, supermarkets,

and convenience stores.

3. Wholesale Distribution: Producers sell their products in bulk to wholesalers,
who, in turn, sell to retailers. Wholesalers may provide storage, packaging, and

delivery services to retailers.
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4. E-commerce and Online Marketplaces: Products are sold online through e-
commerce platforms or third-party online marketplaces like Amazon and eBay.

Consumers make purchases through websites or mobile apps.

5. Direct-to-Consumer (DTC) Model: Manufacturers or producers sell their
products directly to consumers through their websites, eliminating the need for

intermediaries.

6. Agent or Broker: An agent or broker acts as an intermediary who connects
producers with buyers, typically in industries like real estate, insurance, and

agricultural products.

7. Franchising: Franchisors grant licenses to franchisees to operate their branded
businesses. Franchisees receive products, training, and support from the

franchisor.

8. Multi-level Marketing (MLM) or Network Marketing: Companies use a network
of independent distributors or representatives who earn commissions based on

their sales and the sales of the recruits they bring into the network.

9. Telemarketing and Direct Response: Products are sold to consumers via
phone calls, mail-order catalogs, or direct response advertising through methods

like infomercials.
Functions of Distribution channels:

The functions of distribution channels involve a range of activities and tasks that

facilitate the efficient flow of products from the producer to the end consumer.
Here are the key functions of distribution channels:

= Product distribution

= Market coverage

= Inventory management

= Order processing and fulfilment
= Promotion and marketing

= Market intelligence

= After-sales service
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3.9 Unit Summary
Venture capital generally comes from well-off investors, investment banks, and

any other financial institutions. Venture capital doesn't always have to be money.
Entering a saturated market with well-established competitors can be challenging.
Environmental scanning is a process used by organizations to gather, analyze, and
monitor information about their external environment. A new idea is often the basis for
starting up a business. Many entrepreneurs spot a gap in the market and start
businesses that provide a product or service that fills it. Others come up with ways to

improve an existing product through different types of feasibility analysis.

3.10 Glossary

Ecological It is the way toward recognizing the potential chances on the

Scanning: outside just as an inner business condition. It likewise
encourages a business visionary to envision and use the
obtained data in the best way

Compe_tlt.or Examine your competitors and their activities. This includes
Analysis: their market share, product offerings, pricing strategies, and
customer feedback. Understanding your competitive landscape
is crucial.
PESTEL
Analysis: Use a PESTEL analysis, which stands for Political, Economic,
Social, Technological, Environmental, and Legal factors, to
systematically evaluate external influences in each of these
categories.
. This type assesses whether the project can be seamlessly
Operational : . o : .
. integrated into the existing operations of a business or
Feasibility . .
organization. It considers factors such as workflow
compatibility, staffing requirements, and the impact on daily
operations.
Competitor
Pricing: Analyzing the prices set by competitors is crucial.
Entrepreneurs can choose to price their offerings competitively
(matching or undercutting) or at a premium, depending on their
market positioning
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Self Assessment Questions
Essay Type Questions:

1. Describe the Dimensions of New venture creation.

2. Explain the Five forces of Environment Scanning.

3. Outline the Four steps in Idea Generation with the help of chart.
4. Discuss the Key aspects of opportunity seeking.

MCQ

1. What is a new venture creation? a) Expanding an existing business b) Starting a
newbusiness or enterprise c) Increasing market share d) Reducing operational costs

Answer: b) Starting a new business or enterprise

2. What is a common source of ideas for new venture creation? a) Replicating
existing businesses b) Avoiding risks c) Market research reports d) Identifying
unmetneeds or problems

Answer: d) Identifying unmet needs or problems

3. What does SWOT analysis assess during the feasibility analysis of a new
venture? a) Marketing strategy b) Strengths, Weaknesses, Opportunities, Threats
c)Financial projections d) Employee satisfaction

Answer: b) Strengths, Weaknesses, Opportunities, Threats

4. What is the purpose of conducting a market feasibility analysis? a) Evaluating
thefinancial viability of the venture b) Assessing the legal requirements c) Determining
the potential demand for the product or service d) Analyzing the organizational structure

Answer: c) Determining the potential demand for the product or service

5. What is a key factor in idea generation for new ventures? a) Avoiding competition

b) Sticking to traditional methods c) Creativity and innovation d) Relying solely on
market research

Answer: c) Creativity and innovation

6. In the context of new venture creation, what does MVP stand for? a) Most
Valuable Product b) Minimum Viable Product c) Market Value Proposition d) Maximizing
Venture Potential

Answer: b) Minimum Viable Product

7. What is a common challenge during the idea generation phase of new
venturecreation? a) Limited financial resources b) Lack of competition c)
Overemphasis on market trends d) Resistance to change

Answer: a) Limited financial resources

P
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8. Why is it essential to assess the legal and regulatory environment during
feasibility analysis? a) To increase competition b) To identify potential collaborators
c)To ensure compliance and avoid legal issues d) To speed up the approval process

Answer: c) To ensure compliance and avoid legal issues
Open Source E-Content Links

a) ldentifying potential competitors b) Assessing the impact on the environment
c)Evaluating the financial viability and sustainability of the venture d)
Determiningemployee satisfaction levels

Answer: c) Evaluating the financial viability and sustainability of the venture

10. What is the purpose of a prototype in the context of new product
development for a venture? a) Final product for market launch b) Initial concept
testing and feedback gathering c) Legal documentation d) Cost analysis

Answer: b) Initial concept testing and feedback gathering

Activities

1. Choose a product and fix the pricing policy and distribution
channels of your choice

Activities

Suggested Readings / References

1. Reddy, N., Entrepreneurship: Text and Cases, Cengage Learning, 2010.

2. Barringer, B., Entrepreneurship: Successfully Launching New Ventures,3rd Edition,
Pearson,2011.

3. Bessant, J., and Tidd, J., Innovation and Entrepreneurship, 2nd Edition, John Wiley &amp;
Sons,2011.
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UNIT 4 BUSINESS PLAN PREPARATION

Benefits of a Business Plan — Elements of the Business Plan — Developing a
Business Plan — Guidelines for preparing a Business Plan — Format and

Presentation; Start-ups and E-Commerce Start-ups. Business Model Canva

UNIT OBJECTIVE

[0 To enable students to prepare a feasible business plan

SECTION 4.1: Business Plan Preparation

Introduction to Business Plan

What is a business plan?

A business plan is a documented strategy for a

s O OPPORT MITES
business that highlights its goals and its plans for ‘j\;\h'(l TING

LAN

achieving them. It outlines a company's go-to-market customers

plan, financial projections, market research, business

purpose, and mission statement. Key staff who are pulc-ﬂnmu‘
‘,, r\r A ~/

/ :
- (-
ccﬂ\‘ptm\'“ m “S( Q-

. . . “"“ﬁ
responsible for achieving the goals may also be -

included in the business plan along with a timeline.

What is a business plan used for?

The purpose of a business plan is three-fold: It summarizes the organization’s strategy
to execute it long term, secures financing from investors, and helps forecast future

business demands.

Business Plan Preparation

Preparing a business plan involves several key steps:
s Executive Summary: Start with a concise overview of your business idea,
highlighting its uniqueness and potential.
«» Company Description: Provide details about your company, including its

mission, vision, and legal structure.

R
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s Market Research: Analyze your target market, industry trends, and competitors.

% Products or Services: Describe what you're offering and how it meets customer
needs.

s Marketing and Sales Strategy: Explain how you'll attract and retain customers.

s Management Team: Introduce key team members and their roles.

% Financial Projections: Create a detailed financial plan, including income
statements, balance sheets, and cash flow projections.

« Funding Request: If seeking external funding, specify the amount and how you'll
use it.

% Appendix: Include any additional documents, such as resumes, market research

data, or legal documents.

Benefits of Business Plan

A well-prepared business plan offers several benefits, including:

« Clarity and Focus: It helps clarify your business goals and strategy, ensuring
that everyone in your company is on the same page.

% Securing Funding: A business plan is often required when seeking financing
from investors or lenders. It demonstrates your commitment and the viability of

your business.

% Strategic Guidance: It serves as a roadmap for your business, guiding decision-
making and helping you stay on track to achieve your objectives.

% Risk Management: By analyzing potential challenges and opportunities, a
business plan allows you to identify and mitigate risks.

% Operational Efficiency: It outlines your operational processes and can help you
identify areas where you can improve efficiency.

s Market Understanding: Research included in the plan helps you understand
your target market and competition, making it easier to position your business
effectively.

« Communication Tool: It's a valuable communication tool, both internally and
externally, helping you convey your vision and plans to employees, partners, and
stakeholders.

« Measuring Progress: You can use your business plan as a benchmark to

measure your actual performance against your initial projections.

e
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% Adaptation and Flexibility: It allows you to adapt to changing circumstances

and pivot your business strategy if needed.

% Legal and Regulatory Compliance: Ensures that you're aware of and compliant
with legal and regulatory requirements in your industry.

« Succession Planning: For long-term businesses, it can aid in succession

planning, helping ensure a smooth transition when needed.

Elements of Business Plan

Executive summary i |

Business Description J |

Market Analysis and Strategy J |

Marketing Sales and Plan J |

Manangement and Organization Description | |

Products and Services Description J |

Competitive Analysis J |

Operating Plan J |

Financial Projection and Needs | |

AT L[ [T

Exhibits and Appendices J |

< Executive summary

The executive summary is the first and one of the most critical parts of a
business plan. This summary provides an overview of the business plan as a
whole and highlights what the business plan will cover. It's often best to write the
executive summary last so that you have a complete understanding of your plan
and can effectively summarize it.Your executive summary includes your
organization's mission statement and the products and services you plan to offer
or currently offer. You may also want to include why you are starting the

company if the business plan is for a new organization.
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% Business description

The next part of a business plan is the business description. This

component provides a comprehensive description of your business and its goals,

products, services and target customer base. Include details regarding the

industry your company plans to serve along with any trends and major

competitors within the industry. Add you and your team's experience in the

industry and what distinguishes your company from the competition in your

business description.

“ Market analysis and strategy

The purpose of the market analysis and strategy component of a business

plan is to research and identify a company's primary target audience and where

to find this audience. Factors to cover in this section include:

The geographic locations of your target markets

The primary pain points experienced by your target customers

The most prominent needs of your target market and how your
products or services can meet these needs

The demographics of your target audience

Where your target market spends most of their time, such as
particular social media platforms and physical locations

The goal of this section is to clearly define your target audience so
that you can make strategic estimations about how your product or

service might perform with this audience.

% Marketing and sales plan

This part of your business plan covers the specifics of how you plan to

market and sell your products and services. This section includes:

Your anticipated marketing and promotion strategies
Pricing plans for your company's products and services
Your strategies for making sales

Reasons for your target audience to purchase from your company

versus your competition
Your organization's unique selling proposal
How you plan to get your products and services in front of

yourtarget audience
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% Management and organization description
This section of your business plan explores the details of your business's
management and organization strategy. Introduce your company leaders and
their qualifications and responsibilities within your business. You can also include
human resources requirements and the legal structure of your company.

% Products and services description
Use this section to further expand on the details of the products and

services your company offers that you covered in the executive summary.
Include all relevant information about your products and services. This includes
how you plan to manufacture them, how long they can last, what needs they may
meet and how much you project it might cost to create them.
% Competitive analysis
Add a detailed competitive analysis that clearly outlines a comparison of
your organization to your competitors. Outline your competitors' weaknesses and
strengths and how you expect your company might compare to these. Include
any advantages or distinctions your competition has in the marketplace. In
addition, explore what makes your business different from other companies in the
industry, along with any potential issues you may face when entering the
marketplace, if applicable.
% Operating plan
This part of your business plan describes how you plan to operate your
company. Include information regarding how and where your company plans to
operate, such as shipping logistics or patents for intellectual property. The
operating plan also details operations related to personnel, like how many
employees you hope to hire in various departments.
% Financial projection and needs
The financial section of your business plan explains how you anticipate
bringing in revenue. If you need funding for your business, this section also
describes the sources and amounts for that funding. Include your financial
statements, an analysis of these statements and a cash flow projection.
< Exhibits and appendices
The last section of your business plan provides any extra information to

further support the details outlined in your plan. You can also include exhibits and

'F \ L
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clear understanding of the research that backs your plan. Common information to

put in this section includes:

e Resumes of company management and other stakeholders

Marketing research

e Permits

e Proposed or current marketing materials
e Relevant legal documentation

e Pictures of your product

e Financial documents

DEVELOPING A BUSINESS PLAN

PROCESS FOR DEVELOPING YOUR BUSINESS PLAN

= A well-written business plan should include details about your business's goals,
products or services, and finances.

= A business plan is a document that outlines your business’s financial goals and explains
how you’ll achieve them. A strong, detailed plan will provide a road map for the
business’s next three to five years, and you can share it with potential investors, lenders

or other important partners.
Following is a process you can use to develop your business plan
1. Write an executive summary

This is the first page of your business plan. Think of it as your elevator pitch. It should
include a mission statement, a brief description of the products or services offered, and

a broad summary of your financial growth plans.

Though the executive summary is the first thing your investors will read, it can be easier
to write it last. That way, you can highlight information you’ve identified while writing

other sections that go into more detail.
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2. Describe your company
Next up is your company description, which should contain information like:

e Your business’s registered name.

e Address of your business location.

e Names of key people in the business. Make sure to highlight unique skills or
technical expertise among members of your team.

e Your company description should also define your business structure such asa
sole proprietorship, partnership or corporation and include the percent
ownership that each owner has and the extent of each owner’s involvement
inthe company.

e Lastly, it should cover the history of your company and the nature of your
business now. This prepares the reader to learn about your goals in the next

section.
3. State your business goals

The third part of a business plan is an objective statement. This section spells out

exactly what you’d like to accomplish, both in the near term and over the long term.

If you're looking for a business loan or outside investment, you can use this section to
explain why you have a clear need for the funds, how the financing will help your
business grow, and how you plan to achieve your growth targets. The key is to provide
a clear explanation of the opportunity presented and how the loan or investment will

grow your company.

For example, if your business is launching a second product line, you might explain how
the loan will help your company launch the new product and how much you think sales

will increase over the next three years as a result.
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4. Describe your products and services
In this section, go into detail about the products or services you offer or plan to offer.
You should include the following:

¢ An explanation of how your product or service works.

e The pricing model for your product or service.

e The typical customers you serve.

e Your supply chain and order fulfillment strategy.

e Your sales strategy.

e Your distribution strategy.

e You can also discuss current or pending trademarks and patents associated with

your product or service.
5. Do your market research

Lenders and investors will want to know what sets your product apart from your
competition. In your market analysis section, explain who your competitors are. Discuss
what they do well, and point out what you can do better. If you're serving a different or

underserved market, explain that.
6. Outline your marketing and sales plan

Here, you can address how you plan to persuade customers to buy your products or

services, or how you will develop customer loyalty that will lead to repeat business.

7. Perform a business financial analysis
If you're a startup, you may not have much information on your business financials yet.

However, if you're an existing business, you’ll want to include income or profit-and-loss
statements, a balance sheet that lists your assets and debts, and a cash flow statement

that shows how cash comes into and goes out of the company.
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You may also include metrics such as:

¢ Net profit margin: the percentage of revenue you keep as net income.

e Current ratio: the measurement of your liquidity and ability to repay debts.

e Accounts receivable turnover ratio: a measurement of how frequently you collect
on receivables per year.

e This is a great place to include charts and graphs that make it easy for

thosereading your plan to understand the financial health of your business.
8. Make financial projections

This is a critical part of your business plan if you’re seeking financing or investors. It
outlines how your business will generate enough profit to repay the loan or how you will

earn a decent return for investors.

Here, you'll provide your business’s monthly or quarterly sales, expenses and profit
estimates over at least a three-year period — with the future numbers assuming you’ve

obtained a new loan.

Accuracy is key, so carefully analyze your past financial statements before giving

projections. Your goals may be aggressive, but they should also be realistic.
9. Add additional information to an appendix

List any supporting information or additional materials that you couldn’t fit in elsewhere,
such as resumes of key employees, licenses, equipment leases, permits, patents,

receipts, bank statements, contracts and personal and business credit history. If the

appendix is long, you may want to consider adding a table of contents at the

beginningof this section.
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Business plan tips and resources
Here are some tips to help your business plan stand out:

Avoid over-optimism: If you're applying for a business loan at a local bank, the loan
officer likely knows your market pretty well. Providing unreasonable sales estimates can

hurt your chances of loan approval.

Proofread: Spelling, punctuation and grammatical errors can jump off the page and turn
off lenders and prospective investors, taking their mind off your business and putting it
on the mistakes you made. If writing and editing aren't your strong suit, you may want to

hire a professional business plan writer, copy editor or proofreader.

Use free resources: SCORE is a nonprofit association that offers a large network of
volunteer business mentors and experts who can help you write or edit your business

plan. You can search for a mentor or find a local SCORE chapter for more guidance.

Guidelines for preparing a Business Plan

Preparing a business plan is a crucial step for starting or growing a business. Here are

some guidelines to help you create an effective business plan:

% Executive Summary:

Begin with a concise summary of your business, its mission, and your key
objectives.
% Company Description:

Provide an overview of your business, including its history, structure, and legal
status.
(1 Market Research:

Conduct market research to understand your industry, target audience, and
competition.

Analyze market trends and growth potential.
(1 Products or Services:

Describe your offerings, their unique features, and how they meet customer

needs.
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1 Marketing and Sales Strategy:
Outline your marketing and sales approach.
Include pricing, promotion, and distribution strategies.
(1 Management and Organization:
Introduce your team and their roles.
Highlight their expertise and qualifications.
[0 Funding Request (if applicable):
Specify the amount of funding you need and how you'll use it.
(1 Financial Projections:
Provide financial forecasts, including income statements, cash flow projections,
and balance sheets.
0 Appendix:
Include any supplementary documents, such as resumes, market research data,
or legal agreements.
[1 Review and Revise:

Regularly update your business plan to reflect changing circumstances or goals.

Format And Presentation

The format and presentation of a business plan are crucial for conveying your ideas

effectively. Here's a standard structure:

« Title Page: Include your company's name, logo, contact information, and the date.

% Executive Summary: A concise overview of your business, including its mission,
products/services, market opportunity, and financial highlights.

+ Business Description: Explain what your business does, lits history, and its
objectives.

«» Market Research: Analyze your target market, competition, and industry trends.

+ Organization and Management: Describe your company's structure, leadership
team, and key personnel.

% Products or Services: Detail what you offer and how they meet customer needs.

+ Marketing and Sales Strategy: Outline your plans for reaching and selling to

customers.

N
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« Funding Request (if applicable): Specify your funding needs and how you'll use
the capital.
« Financial Projections: Include income statements, balance sheets, cash flow

statements, and a break-even analysis.

X/
X4

% Appendix: Supplemental materials like resumes, market research data, and

additional financial information.

Tips for presentation:

% Use a clean, professional design.

« Keep it concise and focused, generally under 20-30 pages.

% Use headers, bullet points, and graphics for clarity.

« Ensure consistency in fonts and formatting.

+« Tailor the plan to your audience (e.g., investors, lenders, partners).
% Practice a clear and compelling pitch for in-person presentations.

% Proofread for grammar and spelling errors.

Start-ups and E-Commerce Start-ups
Meaning: Startups are entrepreneurial ventures that are characterized by their focus on

innovation, scalability, and the potential to disrupt existing markets or create entirely
new ones. They typically operate in a dynamic and rapidly evolving environment,

striving for growth and expansion.

Definition: A startup is a company or organization in its early stages of development,
typically founded by one or more entrepreneurs. Startups are known for their pursuit of
unique business ideas, often leveraging technology, and they often seek funding from
investors or venture capitalists to fuel their growth. These businesses are marked by

their agility, risk-taking, and the aspiration to achieve a significant market presence.

Startups can span various industries, including technology, healthcare, e-commerce,
and more. They are characterized by their pursuit of rapid growth, the potential for
disruption, and the quest to address unmet needs or solve complex problems in
innovative ways. Success in the startup world is often measured by achieving significant

market share, profitability, or an exit strategy such as acquisition or going public.
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E-commerce startups

Unit4

Meaning: E-commerce startups are entrepreneurial ventures that leverage the internet

to create a platform, website, or mobile app for conducting commercial transactions.

They typically focus on selling products, services, or both to customers, often without

the need for a physical storefront.

Definition: E-commerce startups encompass a
wide range of online business models. They can
include online marketplaces, direct-to-consumer
(DTC) brands, subscription services,
dropshipping businesses, and more. These
startups use digital marketing, online payment
systems, and e-commerce technology to reach

and engage customers.

Types of E-commerce Startups:

1. Online Marketplaces: Platforms like Amazon,

eBay, and Etsy allow third-party sellers to list eb;—‘sy amazon A

and sell their products, often charging a wodpior | firstel
commission or fees.
2. DTC Brands: These startups manufacture or

source their own products and sell them directly

Myntra

Flipkart N4k,

mﬁh & snapdeal @ SHOPCLUES:

to consumers through their websites or online stores. Examples include Warby

Parker and Casper.

3. Subscription Services: Businesses like Birchbox or Dollar Shave Club

provide products or services on a recurring subscription basis.

4. Dropshipping: Startups in this category don't hold inventory but partner with

suppliers to fulfill orders when customers make purchases on their websites.

5. E-commerce Aggregators: These companies acquire and consolidate

multiple e-commerce brands, often looking for synergy and growth

opportunities.

6. Niche Marketplaces: Specialized platforms cater to specific industries or

products, such as luxury fashion, handmade crafts, or vintage goods.

E-commerce startups have become increasingly popular due to the growth

of online
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shopping, digital marketing, and the convenience of internet-based transactions. Their

success often depends on factors like product selection, user experience, marketing

strategy, and effective use of e-commerce technology.

The Importance of E-Commerce for Startup Business
E-Commerce is now a booming industry, and the only way to compete in this market
isto have a strong online presence. With e-commerce, your company can reach

millionsof customers all over the world.

Especially for startup businesses, it is essential to have an online store. By having an
online store, you will have a better chance of gaining new customers and making more
sales.

An online store will help you get new customers and also improve your brand image. It
is a low-cost way of doing business, and it is not only cost-effective, but it also saves
time and money as well. Here is the importance of e-commerce for startup businesses:
Getting New Customers

By having an online store, you will be able to get new customers. You can reach out to
many people, and the chance of making a sale is also higher. With the increase in e-
commerce, there are many more e-commerce websites out there that you can sell your
products on. So, it is very important for you to have an online store.

Improving Brand Image

If you want to have a better brand image, then it is essential for you to have an online
store. By having an online store, you will be able to reach out to many people. You will
be able to tell your story and this will improve your brand image as well as that of your
products and services. Having an online store is one way that you can improve your
brand image without spending much money on advertisements or campaigns.

Low Cost Method of Doing Business

The most important thing about e-commerce is that it is very cost-effective as compared
with other methods of doing business such as advertising or offline marketing. The cost
of marketing through social media platforms such as Facebook and Twitter is very high
compared with other methods, such as paid ads or email marketing campaigns. In
addition, e-commerce is also a low-cost way of doing business. So, by having an online
store, you will be able to save money on advertising and also improve your brand

image.
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Save Time and Money

By having an online store, you will be able to save time and money as well. If you are
planning to do marketing through social media platforms such as Facebook or Twitter,
then it will take a lot of time for you to post new updates on your page. In addition, if you
are planning to do marketing through email marketing campaigns, then it will take a lot
of time for you to send out emails to your customers. In addition, if you are planning to
promote your products offline, then it will take a lot of time for you to make sales. So, by
having an online store, it is very important for you to save time and money in other ways

as well.

Increase Brand Awareness

If you want your customers to know more about your brand image and the services or
products that you sell online, then it is essential for you to have an online store, because
with an online store, there are millions of people who can see the brand name and
services that your company provides all over the world. So, it is very important for you to

have an online store.

7 Top Benefits Of Ecommerce To Startup Businesses

Building a consumer base is vital for any startup business seeking to utilize e-
commerce. Note that e-commerce is the most convenient and fastest way to attract and
retain loyal customers. Apart from helping your business attract customers, there are
many other ways you can benefit from utilizing e-commerce.

1. Helps Cut Down Expenses

Every startup needs a physical store to market its products and services and attract the
right customers. This, however, means spending more to meet your expectations. You
should be ready to pay rent, buy sales equipment, design advertising, and marketing
posts, and incur interior designing costs. When you consider e-commerce, you cut down
on the expenses by a larger margin. As much as you will spend on setting up your
website and keeping it running, the costs are much lower. Ensure you look for a
reputable web designer to help set up your e-commerce site and take your business to

higher levels.
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2. A Better Avenue To Communicate With Your Customers

The efforts you put into communicating with your customers to a larger extent determine
the success of your business. As much as conventional channels are in place, effective
communication can be hectic in a physical store. This is, however, different from e-
commerce as your customers can reach you any time of the day. E-commerce
createsa better avenue to keep in touch with your customers, allowing for the creation of
better business relationships. You can create a comment section on your e-commerce
site for replies and feedback. You can also utilize emails to give personal attention to
your customers.

3. Easy Inventory Tracking

Unlike physical stores, startup businesses can effectively track their inventories with e-
commerce. E-commerce owners perform most of their business operations online. This
means organizing their business data and statistics becomes easier. When you create a
business website, you provide every detail about the products and services you provide.
With this information, creating and tracking your inventory becomes effortless. You can
easily track the sales, supply chain, and profit margins through e-commerce features.

Using e-commerce to get organized proves beneficial in the end.

Taking of inventory, did you know that one of the best inventory management
techniques is "kitting", it can help your company to increase revenue, reduce costs and
improve customer satisfaction. If you want to learn more about kitting services, you can
visit this website https://www.shipnetwork.com/services/kitting to know more about the
Kitting services.

4. Better Marketing And Advertising Platform

As a startup business, how you advertise and market your products and services
determines the effectiveness of your efforts. While utilizing conventional means in
marketing your startup business is crucial, reaching your target audience can prove
hectic. The process becomes easier when you consider e-commerce to market your
business. When you put your business online, you can access a wider market. Your
website or social media accounts are the platforms to utilize in marketing and
advertising your business. You get better results by incorporating e-commerce and

digital marketing strategies into your small business.
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5. Increased Business Reach

Expanding your business operations becomes effortless when you find it easy to reach
your target audience. It is advantageous to utilize e-commerce as you get an avenue to
take your business to places you can’t physically reach. Note that e-commerce allows
you to sell products and services in any location. You can also utilize backlinks to
advertise your business in new locations, making it easier to attract the right customers.
When you consider Do follow and No follow Backlinks, taking your business even in
remote areas becomes possible. Increased business reach also creates an avenue for

expansion and increased productivity.

6. Increased Revenue Generation

Increasing revenue generation becomes a reality as you widen your business
operations through e-commerce. You expand your customer base with effective digital
marketing strategies under e-commerce. The more customers you attract and
conversions you make, the higher the revenue generation. Widening your product line
and investing in better e-commerce platforms becomes possible when you increase

revenue and cash flow.

7. Convenience And Safety
E-commerce is convenient and much safer for small businesses than in physical stores.
Firstly, you only deal with customers that show interest and are ready to transact.

You

also avoid cases of burglary when you take your business online. When you find the
right avenue, the online mode of payment is much safer and more effective for your
business. You can also deal with multiple customers at different locations and meet
their needs fast through e-commerce. With the convenience and safety of online stores,
it is possible to build long-term and productive relationships with your customers.

Every business needs to increase its productivity to remain relevant. While conventional
efforts can prove beneficial, it might take a while to achieve your objective. You need to
take your business online and utilize e-commerce. Any business that chooses

ecommerce solutions has a chance to grow and develop, as explained above.
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Challenges By eCommerce Startups And Their Solutions

eCommerce has become a booming industry in recent years, as seen by the popularity
of platforms like Amazon and Alibaba. However, it's not always easy to get started with
such a business that is if you don’t know how to handle the challenges presented by
various aspects of running an eCommerce business. In this blog, we’ll discuss 7 of the
most common challenges faced by any e-commerce startup, and how they should be
dealt with.

3 Main Challenges
E-commerce startups face a number of challenges when they first start out. These

challenges can be divided into three main categories:

1. Technological
2. Operational

3. Financial

Technological challenges include things like website design and development, hosting,
and security. Startups need to create a user-friendly website that is secure and fast.

They also need to make sure their website can handle a large amount of traffic.

Operational challenges include things like order fulfillment, customer service, and
shipping. Startups need to make sure they can fulfill orders quickly and efficiently. They
also need to provide good customer service and have a system in place for dealing with

returns and refunds.

Financial challenges include things like raising capital, marketing, and pricing. Startups
need to find investors or other sources of funding. They also need to create a marketing

plan and set prices that will attract customers while still making a profit.

Other Challenges...
Challenges
There are numerous ways to overcome these challenges. For technological challenges,

startups can partner with an experienced web development company. For operational
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challenges, startups can partner with a fulfilment company or use a drop shipping

service. For financial challenges, startups can use crowdfunding platforms or

government grants.

Other challenges faced by all e-commerce startup firms in their starting stages, and the

solutions to these challenges are also discussed in detail in the next section.

1. The biggest challenge faced by any e-commerce startup is getting customers to visit

their website or app. This can be solved by investing in marketing and advertising.

2. Another challenge faced by e-commerce startups is ensuring that customers have a
good experience on their website or app. This can be solved by investing in user

experience (UX) and making sure that the website or app is easy to use.

3. Another challenge faced by e-commerce startups is processing orders and delivering
products to customers. This can be solved by investing in logistics and making sure that

there is enough staff to process orders and deliver products.

Apart from the challenges discussed above, there are other numerous hurdles that an
eCommerce startup has to go through during their initial days, 6 of those biggest
challenges faced are discussed below along with the practical solutions.
Business Model Canvas
The Business Model Canvas is a strategic management tool that helps businesses
visualize and design their business models. It consists of nine key building blocks:
e Customer Segments: Identifying the different groups of customers a business
serves.
e Value Proposition: Describing the unique value the business offers to each
customer segment.
e Channels: How the business reaches and interacts with its customers.
e Customer Relationships: The type of relationships the business establishes
with its customers.
e Revenue Streams: How the business generates income from its customer
segments.
e Key Resources: The critical assets, skills, and infrastructure needed to deliver

value.

e
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e Key Activities: The essential tasks the business performs to execute its

business model.
e Key Partnerships: External organizations or entities that the business
collaborates with.

e Cost Structure: The costs associated with operating the business model.

The Business Model Canvas is a useful tool for brainstorming, planning, and refining
business strategies. It's often used by startups and established businesses to better

understand and communicate their business models.

[ B
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Let Us Sum
Up

Introduction to Business Planning: Understand the significance of a business
plan in providing a strategic framework, defining objectives, and guiding

decision-making for entrepreneurs and established companies.

Elements of a Business Plan: Delve into the key components, including the
executive summary, company description, market analysis, organization and
management structure, product or service offerings, marketing and sales

strategies, funding requirements, and financial projections.

Strategic Analysis: Examine the importance of analyzing the market,
competition, target audience, and industry trends to formulate a viable business

strategy.

Financial Projections: Explore the process of forecasting and projecting financial
statements, including income statements, cash flow projections, and balance

sheets, essential for attracting investors and guiding financial decisions.

Operational Planning: Understand the planning required to ensure efficient
operations, such as supply chain management, logistics, manufacturing, and

quality control.

Implementation and Execution: Discuss how the plan is put into action, with
milestones, timelines, and responsibilities clearly defined, and how continuous

monitoring and adjustments are crucial for adapting to changing conditions.

Risk Assessment and Contingency Planning: Highlight the importance of
identifying potential risks and developing contingency plans to mitigate them,

ensuring the business's resilience.

Check your

Progress

1. What is one of the key benefits of having a well-prepared business plan for a
startup?
a) It guarantees immediate success

b) It secures a large line of credit from the bank

- Periyar University — Online Degree Programme|
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c) It provides a roadmap for the business and attracts potential investors

d) It replaces the need for a marketing strategy

2. Which of the following is not typically an element of a business plan?
a) Executive Summary
b) Market Analysis
c) Employee Payroll Records
)

d) Financial Projections

3. What is the first step in developing a business plan?
a) Creating a marketing strategy
b) Identifying potential investors
¢) Conducting market research
)

d) Writing the executive summary

4. Which of the following is a good guideline for preparing a business plan?
a) Make it as lengthy as possible to include all details
b) Avoid market research as it's time-consuming
c) Be concise and focus on the most important information
)

d) Use overly technical language to impress readers

5. Why is the format and presentation of a business plan important?
a) It is not important at all
b) It helps make the plan more engaging and easier to understand
c) It ensures that all details are included
)

d) It saves time during the planning process

6. What is a specific challenge that e-commerce startups might face when
developing their business plans?
a) Finding physical office space

- Periyar University — Online Degree Programme|
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b) Selecting the best e-commerce platform
c) Choosing the right location for a retail store

d) None of the above

7. What is the Business Model Canvas primarily used for in the context of
business planning?
a) Financial forecasting
b) Product development
c) Visualizing and evaluating business models
)

d) Creating an organizational chart

8. Which of the following is NOT a component of the Business Model Canvas?
a) Customer Segments
b) Revenue Streams
c) Company History
d) Key Resources
Answers:
1. C - It provides a roadmap for the business and attracts potential
investors
2. C - Employee Payroll Records
3. C - Conducting market research
4. C - Be concise and focus on the most important information
5.B - It helps make the plan more engaging and easier to
understand
6. B - Selecting the best e-commerce platform
7. C - Visualizing and evaluating business models

C - Company History

Unit

Summary

» Executive Summary: A concise overview of the business idea, its market
potential, and the objectives of the plan.

» Company Description: Detailed information about the business, its mission,

- Periyar University — Online Degree Programme|
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vision, and legal structure.

» Market Analysis: A comprehensive assessment of the industry, target market,
and competition.

» Product or Service Offering: Description of the products or services offered,
including their unique selling proposition.

» Marketing and Sales Strategy: How the company plans to reach and attract
customers, including promotional activities and sales tactics.

» Management and Organizational Structure: Details about the company's
leadership, management team, and organizational structure.

» Financial Projections: Forecasted financial statements, including income
statements, cash flow, and balance sheets.

» Funding Requirements: Information about capital needs, how funds will be
used, and potential sources of funding.

» Implementation Plan: Details on how the business plan will be executed,
including timelines, milestones, and responsibilities.

» Risk Assessment and Contingency Plans: Identification of potential risks and

proposed strategies to mitigate them.

Glossary

Strategic Planning: A business plan helps outline the strategic direction of a
company.

Financial Forecasting: It allows for financial projections and budgeting.
Executive Summary: A brief overview of the plan.

Company Description: Information about the business.

Financial Projections: Estimate income, expenses, and cash flow.

Clarity: Keep it clear and concise.

Realistic Projections: Ensure financials are realistic.

Visuals: Use charts and graphs to illustrate data.

Appendices: Add supporting documents like resumes, market research, etc.
Start-up: A newly established business aiming for growth.

E-Commerce Start-up: An online business selling products or services.
Business Model: A framework for visualizing and analyzing a business plan.

Nine Building Blocks: Key elements include customer segments, value

- Periyar University — Online Degree Programme|
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propositions, channels, customer relationships, revenue streams, key
resources, key activities, key partnerships, and cost structure.

Visual Tool: Used to create a one-page visual representation of a business
plan.

Iterative Process: It can be adapted and updated as the business evolves.

Self —
Assessment

Questions

1. What are the key benefits of having a well-prepared business plan for a
startup?

2. Can you explain the essential elements that should be included in a business
plan?

3. What is the process for developing a business plan from start to finish?

4. Could you provide some guidelines for preparing a successful business plan
for a small business?

5. How important is the format and presentation of a business plan when
seeking investors or partners?

6. What are some specific considerations for creating a business plan for a
startup in the e-commerce industry?

7. Can you explain the concept of a Business Model Canvas and its significance
in startup planning?

8. What are the key components of a Business Model Canvas and how do they
relate to a traditional business plan?

9. Are there any specific challenges that e-commerce startups face when
developing their business plans?

10. Can you provide examples of successful e-commerce startup business

plans for reference?

Activities [/
Exercises [/
Case
Studies

Create a simplified business plan outline for a fictional business. Include key

elements and discuss each one.

Suggested

Barringer, B., Entrepreneurship: Successfully Launching New Ventures,
3rd Edition, Pearson, 2011.
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Readings

Bessant, J., and Tidd, J., Innovation and Entrepreneurship, 2nd Edition, John
Wiley &amp; Sons, 2011.
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UNIT 5—-FINANCING THE NEW VENTURE

Contents of the Unit 5

Capital structure and working capital Management: Financial appraisal of
new project, Role of Banks — Credit appraisal by banks. Institutional
Finance to Small Industries — Incentives — Institutional Arrangement and

Encouragement of Entrepreneurship

Unit - V Objective

To give inputs on various types of financing available for new ventures.

SECTION 5.1: Capital structure

What is Capital Structure?

Capital structure is the long-term funds that are sourced by the business.
In the balance sheet, it comes under the non-current liabilities and
shareholders’ funds. The capital structure includes long-term borrowings,
equity capital, debentures, preference shares, retained earnings, and others.
Capital structure is the long-term funds that are sourced by the business. In
the balance sheet, it comes under the non-current liabilities and shareholders'
funds. The capital structure includes long-term borrowings, equity capital,

debentures, preference shares, retained earnings, and others.
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Importance of Capital Structure

Capital structure is vital for a firm as it determines the overall
stability of a firm. Here are some of the other factors that

highlight the importance of capital structure

1. A firm having a sound capital structure has a higher
chance of increasing the market price of the shares and
securities that it possesses. It will lead to a higher

valuation in the market.

2. A good capital structure ensures that the available
funds are used effectively. It prevents over or under

capitalisation.

3. It helps the company in increasing its profits in the form

of higher returns to stakeholders.

4. A proper capital structure helps in maximising
shareholder’s capital while minimising the overall cost

of the capital.

5. A good capital structure provides firms with the
flexibility of increasing or decreasing the debt capital as

per the situation.

Factors Determining Capital Structure

Following are the factors that play an important role in determining the capital

structure:

Costs of capital: It is the cost that is incurred in raising capital from different fund
sources. A firm or a business should generate sufficient revenue so that the cost of

capital can be met and growth can be financed.

G |
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Degree of Control: The equity shareholders have more rights in a company than the
preference shareholders or the debenture shareholders. The capital structure of a firm

will be determined by the type of shareholders and the limit of their voting rights.

Trading on Equity: For a firm which uses more equity as a source of finance to borrow
new funds to increase returns. Trading on equity is said to occur when the rate of return
on total capital is more than the rate of interest paid on debentures or rate of interest on

the new debt borrowed.

Government Policies:The capital structure is also impacted by the rules and policies
set by the government. Changes in monetary and fiscal policies result in bringing about

changes in capital structure decisions.

Types of Capital Structure

The meaning of Capital structure can be described as the arrangement of capital
by using different sources of long-term funds which consists of two broad types, equity
and debt. The different types of funds that are raised by a firm include preference
shares, equity shares, retained earnings, long-term loans etc. These funds are raised

for running the business.

< Equity Capital

Equity capital is the money owned by the shareholders or owners. It

consists of two different types

a) Retained earnings: Retained earnings are part of the profit that has
been kept separately by the organisation and which will help in strengthening the

business.

B
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b) Contributed Capital: Contributed capital is the amount of money which
the company owners have invested at the time of opening the company or

received from shareholders as a price for ownership of the company.

% Debt Capital

Debt capital is referred to as the borrowed money that is utilised in

business. There are different forms of debt capital.

1. Long Term Bonds: These types of bonds are considered the safest of the debts
as they have an extended repayment period, and only interest needs to be repaid
while the principal needs to be paid at maturity.

2. Short Term Commercial Paper: This is a type of short term debt instrument that

is used by companies to raise capital for a short period of time

% Optimal Capital Structure

Optimal capital structure is referred to as the perfect mix of debt
and equity financing that helps in maximising the value of a company in the

market while at the same time minimises its cost of capital.

Capital structure varies across industries. For a company involved in
mining or petroleum and oil extraction, a high debt ratio is not suitable, but some
industries like insurance or banking have a high amount of debt as part of their

capital structure.

« Financial Leverage

Financial leverage is defined as the proportion of debt that is part of the
total capital of the firm. It is also known as capital gearing. A firm having a high
level of debt is called a highly levered firm while a firm having a lower ratio of

debt is known as a low levered firm.
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5.2.1Working Capital Management

Importance of Working Capital

Liquidity ~ Helps in Decision Addition in Value
Management xioitash : Making of Business

TR | Strengthening Work Helps in Earning Perfect
Cash Crunches Culture of Entity Short Term Profits Investments Plans
@ WallStreetMojo

5.2.1 Meaning:

Working capital management is a business process that helps companies make
effective use of their current assets and optimize cash flow. It's oriented around
ensuring short-term financial obligations and expenses can be met, while also
contributing towards longer-term business objectives. The goal of working capital

management is to maximize operational efficiency.

By improving the way, they manage working capital, companies can free up cash
that would otherwise be trapped on their balance sheets. As a result, they may be
able to reduce the need for external borrowing, fuel growth, fund mergers or

acquisitions, or invest in R&D.
5.2.2 Working capital metrics
Other important working capital metrics include:

e Working capital ratio — a measure of liquidity and another way of looking at

current working capital, calculated by dividing total current assets by total current

liabilities

B
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« Days Payables Outstanding (DPO) — the average number of days that

thecompany takes to pay its suppliers.

o Days Inventory Outstanding (DIO) — the average number of days that

thecompany takes to sell its inventory.

e Cash Conversion Cycle (CCC) — the average time taken for the company

toconvert its investment in inventory into cash.
CCC is calculated as follows:
CCC =DIO + DSO - DPO

The shorter a company’s CCC, the sooner it is converting cash into inventory and then
back to cash. Companies can reduce their cash conversion cycle in three ways: by
asking customers to pay faster (reducing DSO), extending payment terms to suppliers

(increasing DPO) or reducing the time that inventory is held (reducing DIO).
5.2.3 Objectives of Working capital Management

« Meeting obligations. Working capital management should always ensure that
the business has enough liquid assets to meet its short-term obligations, often by
collecting payment from customers sooner or by extending supplier payment
terms. Unexpected costs can also be considered obligations, so these need to be

factored into the approach to working capital management, too.

e Growing the business. With that said, it's also important to use your short-term
assets effectively, whether that means supporting global expansion or investing
in R&D. If your company’s assets are tied up in inventory or accounts payable,
the business may not be as profitable as it could be. In other words, too cautious

an approach to working capital management is suboptimal.

« Optimizing capital performance. Another working capital management
objective is to optimize the efficiency of capital usage — whether by
minimizing capital costs or maximizing capital returns. The former can be

achieved by
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reclaiming capital that is currently tied up to reduce the need for borrowing, while
the latter involves ensuring the ROI of spare capital outweighs the average cost

of financing it.

« Smooth Operating Cycle of Working Capital. The process of acquiring raw
materials and converting them into cash should be smooth and straightforward.

To effectively manage the operating cycle, consider these limitations:
o The raw material should be ordered from reliable vendors.
o All production requirements should be in place ahead of schedule.

o Finished goods should be sold as soon as they are manufactured

andstocked.

o Accounts receivable should be collected on time.
5.2.4 Importance of Working capital Management

1. Liquidity: Adequate working capital ensures that a company can meet its short-
term obligations as they come due. It helps cover expenses like salaries, rent,
utilities, and raw materials, which are essential for uninterrupted business

operations.

2. Solvency: Maintaining a healthy working capital position is essential for a
company's solvency. It helps a business avoid insolvency and bankruptcy by

ensuring it has the resources to pay off its debts when they mature.

3. Business growth: Proper working capital management provides the flexibility
and resources needed to seize growth opportunities. This might include

expanding operations, launching new products, or entering new markets.

4. Inventory management: Efficient working capital management helps optimize
inventory levels. Excess inventory ties up cash, while inadequate inventory can
lead to stockouts and missed sales. Balancing inventory levels is critical for cost

control and customer satisfaction.
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5. Creditworthiness: Companies with strong working capital positions are more
likely to secure favorable credit terms from suppliers and lenders. This can result

in better interest rates and supplier discounts, reducing the cost of capital.

6. Risk mitigation: Unforeseen events or economic downturns can impact a
business's cash flow. A robust working capital cushion acts as a buffer against

these uncertainties, reducing financial risk.

7. Profitability: Effective working capital management can lead to improved
profitability by reducing financing costs and increasing operational efficiency. For
instance, reducing the time it takes to convert inventory into sales can boost

overall profitability.

8. Debt servicing: Businesses often have to make interest payments and repay
loans. Having sufficient working capital ensures these obligations are met,

preventing default and maintaining a good credit rating.

9. Strategic decision-making: Management can make informed decisions about
capital allocation, such as whether to invest in new projects, repay debt, or
distribute profits to shareholders, based on their understanding of working capital

needs.

10.Competitive advantage: Companies that manage their working capital well
have a competitive edge. They can respond more effectively to market changes
and take advantage of opportunities, outperforming those with inefficient working

capital management.
5.2.5 How to calculate working capital?
The formula for calculating working capital is as follows:
Working Capital = Current Assets — Current Liabilities

Current assets are all assets that a company can convert into cash within the next year

(12 months). These are generally quite liquid, often including accounts receivables and
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cash-in-hand. Short-term investments and available inventory are also classified under

current assets.

Current liabilities are obligations that the company has to pay off within the next 12
months, including accounts payables and any debt payments that become due in this

period. Companies often conduct ratio analysis for working capital management.
5.3Financial Appraisal of New Project

5.3.1 Meaning

Financial appraisal of the project helps you understand the facts related to finances,
cash, and investments; of that specific project you want to work on. Financial aspects of
project appraisal involve the following important aspects: Revenue concentration.

Revenue growth
5.3.2 Importance of Financial Appraisal
Conducting a financial analysis for your business is essential for

o informed decision-making,

o identifying strengths and weaknesses,

o risk management,

o benchmarking,

o securing financing,

o financial planning,

o improving efficiency and profitability, and
o enhancing communication

o transparency.

5.3.3 15 Techniques of Financial Appraisal of a project:

1. Net Present Value (NPV):NPV is one of the most widely used techniques in
project appraisal. It calculates the present value of all expected cash flows (both

inflows and outflows) over the project's lifespan, discounted to the present value
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using a predetermined discount rate. If NPV is positive, the project is considered

financially viable.

2. Internal Rate of Return (IRR):IRR is the discount rate that makes the project's
NPV equal to zero. It represents the project's expected rate of return. If the IRR is
greater than the required rate of return, the project is considered financially

viable.

3. Payback Period:The payback period is the time it takes for the project to recover
the initial investment through its cash flows. Shorter payback periods are

generally preferred, as they indicate a quicker return on investment.

4. Profitability Index (PI):The profitability index is calculated by dividing the
present value of future cash flows by the initial investment. A PI greater than 1

indicates a financially feasible project.

5. Accounting Rate of Return (ARR):ARR measures the project's return as a
percentage of the initial investment. It is based on accounting profit, not cash

flow, and is less commonly used due to its limitations.

6. Discounted Payback Period:Similar to the payback period, but it takes into
account the time value of money by discounting future cash flows. A shorter

discounted payback period is preferred.

7. Sensitivity Analysis:This technique involves assessing how sensitive the
project's viability is to changes in key variables such as sales volume, costs, or

discount rates. It helps identify potential risks and uncertainties.

8. Scenario Analysis:Evaluate the project's financial viability under different
scenarios or assumptions, including best-case, worst-case, and most likely

scenarios. This helps in risk assessment and planning for contingencies.

9. Monte Carlo Simulation:A more advanced method, Monte Carlo simulation

involves running thousands of simulations to model different outcomes based on
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probabilistic assumptions. It provides a range of possible project outcomes and

their associated probabilities.

10.Real Options Analysis:This technique considers the flexibility to adapt to
changing circumstances during the project's life. It involves valuing options to

expand, delay, or abandon the project based on future information.

11.Breakeven Analysis:Determine the level of output or sales at which the project's
total revenue equals its total costs. This is a useful tool to assess the minimum

activity required for the project to avoid losses.

12.Risk Assessment and Risk Management:Evaluate and quantify the project's
financial risks, such as market risk, operational risk, and financial risk. Develop

risk mitigation strategies and assess their impact on project viability.

13.Cost-Benefit Analysis (CBA):Compare the project's total costs to its total
benefits, taking into account both quantifiable and non-quantifiable factors. This

technique is often used in public sector projects and policy analysis.
5.3.4 Steps and considerations in financial appraisal:

Financial appraisal of a new project is a critical process that assesses the
economic viability and potential returns of an investment before a company decides
to proceed with it. This evaluation typically involves several financial and economic
metrics to determine whether the project is worth pursuing. Here are the key steps

and considerations in a financial appraisal of a new project:
1. Cost Estimation:

o Calculate the initial capital costs required to start the project. This includes
expenses like equipment, construction, land acquisition, permits, and any

other start-up costs.

« Estimate ongoing operational and maintenance costs, including labor,

utilities, raw materials, and other recurring expenses.
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2. Revenue Projection:

Forecast the project's expected revenues over its operational life. This
involves estimating sales, pricing, and the volume of products or services

to be sold.

Consider different scenarios and assumptions, including optimistic,

pessimistic, and most likely cases.

3. Cash Flow Analysis:

Create a detailed cash flow projection that includes all the project's inflows
(revenues) and outflows (costs and expenses) over a specified time period

(often 5-10 years).

Calculate net cash flow for each period by subtracting the outflows from

the inflows.

4. Time Value of Money:

Apply time value of money principles, such as discounting, to adjust future
cash flows to their present value. This reflects the idea that money

received in the future is worth less than money received today.

5. Financial Metrics:

Use financial metrics like Net Present Value (NPV), Internal Rate of
Return (IRR), and Payback Period to assess the project's financial

attractiveness.

NPV measures the project's profitability by considering the present value
of all cash flows. A positive NPV indicates that the project is likely to be

financially viable.

IRR represents the discount rate at which the project's NPV equals zero.

Ahigher IRR typically indicates a more attractive project.
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o Payback Period shows the time it takes for the initial investment to be

recouped from the project's cash flows.
6. Sensitivity Analysis:

e Assess the project's sensitivity to changes in key variables, such as sales
volume, pricing, and costs. This helps in understanding how variations in

these factors can impact the project's financial performance.
7. Risk Assessment:

« Evaluate the project's risks and uncertainties. Identify potential risks and

develop strategies to mitigate or manage them.

o Consider the impact of external factors like economic conditions,

regulatory changes, and market competition.
8. Non-Financial Factors:

« Consider non-financial factors that can impact the project's success, such
as market demand, technological advancements, environmental and

social considerations, and strategic alignment with the company's goals.
9. Decision Making:

« Based on the financial appraisal results and a holistic view of the project's
potential, make an informed decision on whether to proceed with the

project or not.

« Compare the project's financial metrics with the company's investment

criteria and strategic objectives.
10. Documentation:

e Ensure that the financial appraisal process and its results are well-

documented to support decision-making and for future reference.
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5.4 Role of banks in financing New Project
Meaning

The entrepreneur needs finance to fund her/his plans and innovation
projects (founded on private expectations aiming at obtaining positive and high profits),
and the financial funds and banks (money funders) have to find entrepreneurs to whom

they could grant credit in order to realize profits from their own activities.
The objective of development banks in the growth of the economy are:

e Increasing capital formation that can contribute towards the growth of
economic development.

e Ensure that the investors and entrepreneurs are induced by careful allocation
of material and human resources.

¢ Development activities are undertaken.
Role of banks in financing new project:

Banks play a crucial role in financing new projects by providing various
financial services and products to support businesses in their development and

expansion efforts. The role of banks in financing new projects includes:

1. Providing Loans and Credit:Banks offer various types of loans and credit
facilities tailored to the needs of businesses, including term loans, working capital
loans, and project finance. These loans can be used to fund capital expenditures,

purchase equipment, or finance the operational needs of a new project.

2. Project Financing:Banks often provide project finance, a specialized form of
financing for large and capital-intensive projects. Project finance typically
involves a structured arrangement where the project's cash flows and assets

secure the loan, rather than the borrower's general creditworthiness.
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3. Working Capital Financing: Banks offer working capital loans to cover the day-
to-day operational expenses of a project. These loans help businesses manage
short-term cash flow needs, such as paying suppliers, employees, and other

operating costs.

4. Trade Finance: Banks offer trade finance services, including letters of credit,
export financing, and import financing, to facilitate international trade for projects

that involve cross-border transactions.

5. Overdraft Facilities:Banks may provide overdraft facilities that allow businesses
to overdraw their accounts temporarily to cover immediate financial needs.
Overdrafts can be helpful for managing unexpected expenses or timing

mismatches between payments and receivables.

6. Equipment Leasing and Asset Financing:Banks often offer equipment leasing
and asset financing solutions, allowing businesses to acquire machinery,

vehicles, and other assets without the need for a large upfront capital investment.

7. Syndicated Loans:In the case of large projects, banks may participate in
syndicated loans, where a group of financial institutions collectively provides

financing to spread the risk and offer larger loan amounts.

8. Financial Advisory Services:Banks offer financial advisory services to assist
businesses in structuring their financing needs. They can provide guidance on
the optimal mix of debt and equity, financing terms, and strategies to mitigate
risks.

Meaning of credit appraisal

Credit appraisal, also known as credit evaluation or credit assessment , is
a comprehensive evaluation of a borrower’s financial capacity, credit history, and
ability to repay the loan. It is a key factor of assessment in a personal loan
application and provides insight into the repayment ability of the loan applicant.

The primary goal of this process is to determine the creditworthiness of the

N
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borrower and assess the risks associated with extending credit to them. Lending
institutions, such as NBFCs, banks and credit unions conduct credit appraisals to
make informed decisions regarding loan approvals and set appropriate terms and

conditions for the loan.
Parameters in credit appraisal process

There are specific parameters that credit providers look for in borrowers to
determine their creditworthiness before providing credit. Some of the factors that are

taken into consideration are as follows:

9,

% Technical Feasibility:This is where the bank checks the living conditions and
the standard of living of the borrower, which is an essential factor that will help
decide whether the individual is creditworthy or not. The application is rejected if
the borrower has a poor credit appraisal score.

% Economic Viability:This is where factors such as LTV and FIOR are taken into
consideration, and the borrower’s credit history is checked to ensure that the
individual will be able to return the funds that were provided as credit.

% Bankability: This step consists of steps like a credit interview to determine the

borrower’s creditworthiness, and the individual’s profile is scanned, including

information on valuable assets that can be used as collateral.

How is credit appraisal done?

The process of credit appraisal consists of a set of steps. Once all steps are

completed, the credit is granted. The steps for credit appraisal of credit are as follows:
Step 1: Credit Processing

All applications and required information are gathered by the bank and
processed. The application provided by the customer must ensure detailing of the

reason for credit, and all information must be authenticated.
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Step 2: Approval of Credit

Once the screening of individual applications is completed and vetted, the credit
application is approved by the concerned authorities within the financial institution. The

application is rejected if the process results in poor credit appraisal.
Step 3: Documentation

Post the approval of credit, all necessary documents are carefully documented in
an orderly fashion. This ensures that the files are documented appropriately and are

available at a moment’s notice.
Step 4: Administration

The final step of the credit process is to ensure that financial institutions are
correctly administering their credit portfolios, including writing out proper loan
agreements, renewal letters sent out in a timely fashion, and ensuring records are up to
date. Most large organisations have a dedicated administration department that keeps

the administration in check.
Benefits of Credit Appraisal:
The benefits of performing pre-sanction Appraisal for financial institutions are as follows:

% Risk Analysis:Helps the banks to calculate the amount of risk involved in
lending money to borrowers. The lower the risk, the more ready banks are
tolend money to individuals.

% Confidence Among Banks:Since the creditworthiness of an individual has been
determined, it provides a sense of security to bankers that the instalments will be
paid by the borrower.

% Helps Determine Loan Amount: Depending on the creditworthiness of an
individual, the amount that can be lent as a loan is decided, which can be repaid

by the borrower and not put the banks at a financial loss.
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Institutional Finance to Small Industries
Introduction:

Institutional finance plays a crucial role in supporting small industries by providing them
with the necessary capital to start, grow, and sustain their businesses. Small industries,
also known as small and medium-sized enterprises (SMEs) or small and medium-sized
businesses (SMBs), often face challenges in accessing finance due to their size, limited
collateral, or lack of credit history. Institutional finance can come from various sources,
such as banks, non-banking financial institutions, government agencies, venture

capitalists, and private investors.
Meaning

Small industries refer to businesses or enterprises that operate on a relatively smaller
scale in terms of their production output, investment, and workforce compared to large-
scale industries. These entities, often referred to as Small and Medium Enterprises
(SMESs) or Micro, Small, and Medium Enterprises (MSMES), play a significant role in the

economy. They are characterized by their size, turnover, and capital investment

Here are some ways institutional finance supports small industries:
Loans and Credit Facilities:

Financial institutions provide loans and credit lines tailored to the needs of small
industries. These can be working capital loans, term loans for equipment or expansion,

or lines of credit to manage cash flow.

Government Schemes and Grants: Governments often offer financing schemes,
grants, and subsidies specifically designed to support small industries. These can
include low-interest loans, grants for research and development, or subsidies for

specific business activities.
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Venture Capital and Private Equity: Small industries with high growth potential may
attract funding from venture capital firms or private equity investors. These investors

provide capital in exchange for an equity stake in the business.

Microfinance: In many cases, small industries might benefit from microfinance
institutions that offer small loans to entrepreneurs who often lack access to traditional

banking services.

Trade Credit and Factoring: Institutions can provide trade credit to small industries,
allowing them to buy goods on credit, or offer factoring services where they purchase

accounts receivable at a discount, providing immediate cash flow.

Crowdfunding and Peer-to-Peer Lending: With the rise of technology, crowdfunding
platforms and peer-to-peer lending networks have emerged, allowing small industries to

access funds by connecting with individual investors online.
Contribution of Small Industries in India

Small industries, often termed Small and Medium Enterprises (SMES) or Micro,
Small, and Medium Enterprises (MSMES), play a crucial role in India's economy. They
contribute significantly to industrial production, export, and employment generation.

Here's an overview of small industries in India:

1. Importance to the Indian Economy:

a. Employment Generation:. SMEs are the largest employers after
agriculture, providing jobs to millions across the country.

b. Industrial Output: They contribute significantly to industrial output and
GDP, patrticularly in sectors such as textiles, agro-processing, handicrafts,
and more.

c. Export Contribution: Many SMEs are involved in export-oriented activities,

contributing to India's foreign exchange earnings.
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2. Government Initiatives and Support:
a. Policies and Schemes: The Indian government has introduced various

policies and schemes to support MSMEs, providing financial aid,
technology support, market access, and capacity building.

b. Credit Facilities: Initiatives like the Credit Guarantee Fund Scheme and
refinancing through specialized institutions like SIDBI (Small Industries
Development Bank of India) help SMEs access credit.

c. 'Make in India’ Campaign: Launched to boost domestic manufacturing,
encouraging local production, and thereby supporting small industries.

3. Challenges Faced by Small Industries:

a. Access to Finance: Despite government initiatives, many SMESs struggle to
access formal financing due to issues like lack of collateral and credit
history.

b. Technology and Skills: Adapting to new technologies and retaining skilled
labor can be a challenge for many small industries.

c. Infrastructure: Issues related to inadequate infrastructure, including power

supply, transportation, and logistical bottlenecks, hinder their growth.
To access institutional finance, small industries should typically:
% Maintain proper financial records and documentation to present to lenders.

% Have a solid business plan outlining their objectives, strategies, and financial

projections.

« Show their capacity to repay loans or provide a clear path to profitability.

X/
L X4

Build relationships with financial institutions and explore various funding options

available.

However, it's essential to note that while institutional finance is beneficial, it's not
without challenges. Small industries might face high-interest rates, stringent collateral

requirements, or difficulties in meeting the eligibility criteria set by financial institutions.
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Therefore, navigating the financing landscape requires thorough research,
understanding of available options, and careful consideration to choose the most

suitable financing method for the specific needs and stage of the business.
5.6. Incentives
Meaning

Incentives refer to various types of rewards, benefits, or motivations offered to
encourage or influence individuals, organizations, or industries to act in a certain way or
to achieve specific goals. These incentives are designed to stimulate desired
behaviours, create motivation, or induce a particular response. They can be either
tangible or intangible and are used across various fields, including economics,

business, psychology, and public policy, among others.
» Example for incentives:

Industrial estates, industrial complexes, availability of power, concessional finance,
capital investment subsidy, transport subsidy, are few examples of incentives to solve

constraints faced by entrepreneurs in small scale sector.

Need for getting of Incentives:

0,

% Decentralization of economic power: Incentives encourages prospective
entrepreneurs to take up industrial ventures and results in decentralization of
economic power in few hands.

% Balanced regional development: Incentives are given to entrepreneurs

establishing industries in backward areas. Hence, it results in the dispersal of

industries over India’s geographical area and contributes to regional balanced

development.

e

% Transformation of Technology: Incentives help in the transformation of
traditional technology into modern technology. Traditional technology is

characterized by low skill; low productivity and low wages, whereas modern
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technology is subsequently characterized by improved skills, high productivity,
raising wages and a higher standard of living.

% Overcomes Difficulties: The package of incentives and concessions are given
to entrepreneurs for setting up units both in backward as well as developed
districts. But generally, it is given for setting up units in backward area. It is
provided to offset the disadvantages prevailing in such places.

% Generates Industrialization: Industrial policy uses incentives both to correct the
market imperfections and to accelerate the process of industrialization in the
country. Regional balances can also lead to effective utilization of regional
resources, removal of disparities in income and levels of living and contribute to a

more integrated society.
Advantages of Getting Incentives
[1 They encourage the entrepreneur to start industries in backward areas.

[1 They help to develop new enterprises which lead to economic development they

make the entrepreneur face competition successfully.

[1 They act as a motivational force that makes the potential entrepreneur enter

business activities.
(1 They help the government to get a balanced regional development.

(1 They help to reduce the overall problems of small-scale entrepreneurs

How to get Incentives from government for small scale industries?

Securing incentives from the government involves several steps and
depends on the specific incentives available, the nature of your business or
industry, and the governmental policies in place.

Here's a general guide on how to navigate the process of obtaining

incentives:

R |
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» Research Available Incentives:Explore the various incentives offered by the
government. These can be found through government websites, industry associations,
local business development centers, or by consulting with a business advisor. ldentify

the incentives that align with your business needs or industry.

» Understand Eligibility Criteria: Review the eligibility criteria for each incentive
program. Ensure that your business complies with the requirements. Different incentives
may have specific prerequisites in terms of the type of business, size, location,

investment, or job creation.

» Prepare Necessary Documentation: Gather all required documents and information
needed to apply for the incentives. This might include business plans, financial
statements, tax returns, licenses, permits, and any other documentation stipulated in the

application process.

» Contact Relevant Government Departments or Agencies: Reach out to the
appropriate government departments or agencies responsible for managing the
incentives. These may include economic development agencies, finance departments,
or specific industry regulators. They can provide guidance and support regarding the

application process.

» Submit an Application: Follow the instructions provided by the government agencies
to apply for the incentives. Ensure that the application is complete and accurate. Pay

attention to deadlines and any additional requirements.

» Engage in Dialogue and Clarifications: Be open to engaging in dialogues with
government representatives or agencies to seek clarifications or additional information.
This might help in refining your application and ensuring it aligns well with the incentives

you're seeking.

» Adhere to Compliance and Reporting: If you're granted incentives, ensure
compliance with the terms and conditions stipulated. There might be reporting
requirements, benchmarks, or compliance measures to follow. It's crucial to fulfill these

to continue receiving incentives.
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» Stay Updated and Engaged: Government policies and incentives can change over
time. Stay updated with any modifications or new programs that could benefit your
business. Also, participating in industry associations or networking with other business

owners might provide valuable insights into available incentives.
5.7 Institutional Arrangement and Encouragement of Entrepreneurship
Introduction:

The institutional support system for entrepreneurship development in India has
been designed at four levels, viz., (i) Central Government, (ii) State Government, (iii)
Non-Government Support System, and (iv) District Industries Centres. Following

sections outline brief description of the role of institutions each level.
Central Government Institutions:

The Government of India formulated the Micro, Small and Medium Enterprises
Development Act, 2006 and established the National Board for Micro, Small and
Medium Enterprises (NBMSME) and made rules there under in 2006. This Board
examines the factors affecting promotion and development of MSMEs and reviews
policies and programs related to these enterprises from time to time and makes

recommendations to the Government in formulating policies for the growth of MSMEs.

Understand Institutional Support by Government:
The support system designed by government is listed below:
i. Central Government Institutions:

v" Small Scale Industries Board (SSIB)

v National Bank for Agriculture and Rural Development (NABARD)
v Entrepreneurship Development Institute of India (EDII):

v

National Institute for Micro, Small and Medium Enterprises (NI-MSME)

[ B
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v

AN N N N NN

National Institute for Entrepreneurship and Small Business Development
(NIESBUD)

Indian Institute of Entrepreneurship (IIE)

Small Industries Development Bank of India (SIDBI)

Indian Investment Centre (IIC)

National Board for Micro, Small and Medium Enterprises (NBMSME)

Khadi and Village Industries Commission (KVIC)

Mahatma Gandhi Institute for Rural Industrialization (MGIRI)

Coir Board

National Institute for Small Industry Extension Training (NISIET)

ii. State Government Institutions:

v
v
v

State Financial Corporation (SFC)
State Small Industries Development Corporation (SSIDC)

Technical Consultancy Organizations (TCO)

iii.Non- Government Support System:

AN N NN VD N N N

SR NEENEE NN

Indian Council of Small Industries (ICSI)

Laghu Udyog Bharti (LUB)

India SME Technology Services Ltd. (ISTSL)

Credit Guarantee Fund Trust for Micro and Small Industries (CGFTMSI)
Federation of Associations of Small Industries of India (FASII)

World Association of Small and Medium Enterprises (WASME)
Federation of Indian Chambers of Commerce and Industry (FICCI)
Small and Medium Business Development Chamber of India (SME Chamber of
India)

Associated Chambers of Commerce and Industry of India (ASSOCHAM)
Confederation of Indian Industry (CII)

Federation of Indian Exporters Organization (FIEO)

Rural Small Business Development Centre (RSBDC)

Entrepreneurship Development Institute of India (EDII)
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iv. District Industries Centers:

v
v
v

District Industries Centres (DIC)
Industrial Estates
Tax Benefits to SSls in India (Income Tax Act 1961)

The policies and schemes of Government assistance for the development of medium,

small,

micro and rural industries insist on the utilization of local resources and raw

materials and locally available manpower. These are translated into action through

various agencies, departments, corporations, etc., all coming under the purview of the

industries department. All these are primarily concerned with the promotion of small and

rural industries.

Benefits of Institutional Arrangement and Encouragement of Entrepreneurship:

R/
L X4

Economic Growth and Job Creation: Entrepreneurship fosters economic
growth by creating new businesses, industries, and employment opportunities.
Startups and small businesses often drive innovation, generate jobs, and
contribute to a more dynamic economy.

Innovation and Technological Advancement: Entrepreneurship encourages
innovation and the development of new technologies, products, and services.
New ideas brought by entrepreneurs often leadto advancements that benefit
society.

Wealth Creation and Social Mobility: Successful entrepreneurial endeavours
create wealth, not only for the entrepreneurs themselves but also for their
employees and shareholders. This contributes to increased social mobility and a
more equitable distribution of wealth within a society.

Community Development: Encouraging entrepreneurship within a community
can lead to revitalization and development. It can transform underprivileged
areas, encouraging local economic growth, and promoting community

engagement.
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% Diversification and Resilience: A vibrant entrepreneurial landscape promotes
diversity in the economy. It creates a more resilient business environment by

reducing dependence on a few large corporations and industries.

X/
°e

Global Competitiveness: An environment that nurtures entrepreneurship
fosters competitiveness at both local and global levels. It enables countries to
adapt to changing economic conditions and remain competitive in the global

market.

X/
°e

Social Impact and Problem Solving: Entrepreneurship often addresses
societal challenges and unmet needs. Social entrepreneurs develop solutions for

various issues, contributing to social welfare and improvement in quality of life.

These benefits illustrate the positive impact of institutional arrangements and the
encouragement of entrepreneurship, highlighting their role in driving economic

development, fostering innovation, and enhancing the overall well-being of societies.

Let's Sum Up

> Dear Learners, in this fifth section, we have made an attempt to have
understanding financial institutions provide tailored loans and credit lines for
various needs like working capital, expansion, or equipment. Governments offer
financing schemes, subsidies, and grants specific to small industries to aid in
their development. High-growth small industries attract investments from venture
capitalists or private equity firms in exchange for equity. Grants and subsidies are
offered to industries to support expansion, sustainability initiatives, and
technological advancements, encouraging economic development Small loans
from microfinance institutions support entrepreneurs without access to traditional
banking services. Institutions provide trade credit for purchases on credit and
factoring services to manage cash flow. Online platforms enable small industries
to access funds through individual investors.

5.8 Unit Summary
Capital structure is the long-term funds that are sourced by the business. In the

balance sheet, it comes under the non-current liabilities and shareholders’ funds.
Working capital management is a business process that helps companies make
effective use of their current assets and optimize cash flow. It's oriented around

ensuring short-term financial obligations and expenses can be met, while also
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contributing towards longer-term business objectives. Small industries, often termed
Small and Medium Enterprises (SMEs) or Micro, Small, and Medium Enterprises
(MSMESs), play a crucial role in India's economy.Tax Incentives: Benefits, such as
deductions or credits, provided by governments to stimulate particular activities or
investments by reducing the tax burden on individuals or businessesMany
entrepreneurs spot a gap in the market and start businesses that provide a product or

service that fills it. Others come up with ways to improve an existing product through

different types of feasibility analysis.

1.9 Glossary
Capital Structure:

Factoring:

Working Capital:

Collateral:

Credit Rating:

Infrastructure and
Education:

Capital structure is the long-term funds that are sourced by the
business. In the balance sheet, it comes under the non-current
liabilities and shareholders’ funds.

A financial transaction where a company sells its accounts
receivable to a third party at a discount, providing immediate
funds for working capital.

Capital available for the day-to-day operations of a business,
covering short-term operational expenses like salaries,
inventory, and bills.

Assets or property offered to secure a loan, serving as a
guarantee for repayment if the borrower defaults.

An assessment of an individual's or business's
creditworthiness, determining the likelihood of repaying
borrowed money

Ensuring access to supportive infrastructure, affordable
workspaces, and educational initiatives that cultivate an
entrepreneurial mindset and skill set among individuals

1.10Self Assessment Questions

Essay Tvpe Answers:

1. What is the significance of a business plan in securing institutional finance for

small industries?

2. How does microfinance differ from traditional bank loans in supporting small

businesses?
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3. Explain the role of government schemes in aiding the financial needs of
smallindustries.

4. Describe the primary function of factoring in the context of small
industryfinances.

5. Why is collateral often a challenge for small industries in accessing institutional
finance?

MCQ

Capital Structure:

1. Question: What does the term "capital structure” refer to in financial
management?
« A) The mix of short-term and long-term liabilities
« B) The composition of equity and debt in a company's financial
makeup
« () The total capital invested in a project
« D) The working capital requirements of a business
Answer: B) The composition of equity and debt in a company's financial
makeup
2. Question: Which of the following is a benefit of a high debt-to-equity
ratio in a company's capital structure?
« A) Reduced financial risk
« B) Lower interest payments
« Q) Increased potential for higher returns to equity shareholders
« D) Higher credit rating
Answer: C) Increased potential for higher returns to equity shareholders

Working Capital Management:

3. Question: What is the primary purpose of working capital
management?
« A) Maximizing long-term debt
« B) Minimizing short-term liabilities
« () Ensuring efficient use of current assets and liabilities
« D) Investing in fixed assets
Answer: C) Ensuring efficient use of current assets and liabilities
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4. Question: Which of the following is a current liability in working capital
management?
« A) Long-term debt
« B) Accounts receivable
« () Inventory
« D) Accounts payable
Answer: D) Accounts payable

Financial Appraisal for New Projects:

5. Question What does the term "payback period" represent in financial

appraisal?
« A) The time it takes to recover the initial investment in a project
« B) The total project cost
« C) The project's profitability index
« D) The net present value of the project
Answer A) The time it takes to recover the initial investment in a

project
6. Question In capital budgeting, the internal rate of return (IRR) is the

discount rate that makes:
« A) Net present value equal to zero

« B) Payback period shortest
« C) Return on equity highest
« D) Operating income maximized

Answer A) Net present value equal to zero
7. Question What financial metric focuses on the profitability of a project

relative to its costs and is calculated as (Net Profit / Initial Investment)
x1007?

« A) Return on investment (ROI)

« B) Net present value (NPV)

« C) Profitability index (PI)

« D) Internal rate of return (IRR)

Answer A) Return on investment (ROI)
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8. Question Which of the following is a qualitative factor that may

influence the decision to undertake a new project?

« A) Payback period

« B) Net present value

« C) Market demand

« D) Internal rate of return
Answer: C) Market demand

9. Question: The hurdle rate, in the context of financial appraisal, is:
« A) The minimum acceptable rate of return on an investment
« B) The cost of capital
« C) The payback period
« D) The net present value
Answer: A) The minimum acceptable rate of return on an investment
10.Question: What does the term "sensitivity analysis" involve in financial
appraisal?
« A) Assessing the project's impact on market trends
. B) Evaluating the project's sensitivity to changes in key variables

« C) Analyzing the project's historical financial performance
« D) Estimating the project's future cash flows

Answer: B) Evaluating the project's sensitivity to changes in
keyvariables

1.11Activities

1. Case study discussion: XYZ Tech Solutions is a small startup

specializing in developing innovative software solutions for

Activities small businesses. They've gained significant traction in the
market with their user-friendly applications for inventory

management and customer relations. However, they're seeking

institutional finance to scale their operations and develop new
products.
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