
ENTERPRENEURSHIP

UNIT 1

Concept of Enterpreneurship 

Traditionally, an entrepreneur has been defined as "a person who starts, organizes and manages 
any enterprise, especially a business, usually with considerable initiative and risk"."Rather than 
working as an employee, an entrepreneur runs a small business and assumes all the risk and reward 
of a given business venture, idea, or good or service offered for sale. The entrepreneur is commonly
seen as a business leader and innovator of new ideas and business processes." Entrepreneurs tend to 
be good at perceiving new business opportunities and they often exhibit positive biases in their 
perception (i.e., a bias towards finding new possibilities and seeing unmet market needs) and a pro-
risk-taking attitude that makes them more likely to exploit the opportunity.

KNOWLEDGE & SKILLS REQUIREMENT

1. Communication. When you’re a solopreneur, you may think communication is less of an issue, 
since you don’t have staff to interact with. But you’ve still got to maintain clear lines of 
communication with your customers via email and phone, as well as ensure that the message you 
send through your website and social-media profiles is the one you want.

2. Branding (personal and business). Whether you’re striving to brand your business or looking to
establish yourself as an expert in your industry, knowing how to do so online is essential to your 
success.

Branding starts with being active on social media, and is shaped through content publication, 
whether on or off your website. Be aware, though, that poor content can lead to negative branding. 
It’s important to know how to deliver content and resources that your target audience wants and will
find valuable.

3. Sales. You may not identify with salespeople, but the fact is, if you run a business, you’re 
involved in sales. You might have a sales team that handles all of your company’s sales, but every 
time you deliver your elevator pitch about your business, negotiate with a vendor, or even just 
persuade anyone to do anything, you’re tapping into sales skills.

4. Strategy. It’s easy to think about the “right-now” aspect of your business, because the results are 
easy to see. But what about the bigger picture, long-term challenges and goals? How often are you 
thinking about those?

Without a constant eye on your business’ strategy and skilled assessment of that strategy relative to 
the industry and your competition, you can’t hope to grow it over time and remain competitive in 
the marketplace.

5. Finance. While you don’t need to be a CPA to run a successful business, you should still have a 
decent understanding of your finances, profit margins, cash flow and funding. The more 
comfortable you are with all of these numbers, the more confident you’ll be, and the better 
decisions you’ll make.
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If you have an accountant to handle all the number crunching, that’s great, but don’t use them as a 
crutch to keep you from digging in and really understanding where your money’s going. It’s your 
duty to rein in costs, optimize efficiency and find ways to grow revenue.

CHARACTERSTICS OF SUCCESSFUL ENTERPRENEURS

1. Passion & Motivation

If there's one word that describes the fundamental trait in an entrepreneurship, it would be passion.

• Is there something that you can work on over and over again, without getting bored? 
• Is there something that keeps you awake because you have not finished it yet? 
• Is there something that you have built and want to continue to improve upon, again and 

again? 
• Is there something that you enjoy the most and want to continue doing for the rest of your 

life? 
Your demonstration of passion and motivation will determine your success in any entrepreneurial 
venture. From building and implementing a prototype, to pitching your idea to venture capitalists, 
success is a function of passion and determination.

2 . Risk Taking

Entrepreneurs are risk takers ready to dive deep into a future of uncertainty. But not all risk takers 
are successful entrepreneurs. What differentiates a successful entrepreneur from the rest in terms of 
risk? Successful entrepreneurs are will to risk time and money on unknowns, but they also keep 
resources, plans and bandwidth for dealing with "unknown unknowns" in reserve. When evaluating 
risk, a successful entrepreneur will ask herself, is this risk worth the cost of my career, time and 
money? And, what will I do if this venture doesn't pay off?

3. Self-belief, Hard work & Disciplined Dedication

Entrepreneurs enjoy what they do. They believe in themselves and are confident and dedicated to 
their project. Occasionally, they may show stubbornness in their intense focus on and faith in their 
idea. But the flip side is their demonstrated discipline and dedication.

4. Adaptability & Flexibility

It’s good to be passionate or even stubborn about what you do. But being inflexible about client or 
market needs will lead to failure. Remember, an entrepreneurial venture is not simply about doing 
what you believe is good, but also making successful business out of it. Market needs are dynamic: 
changes are a recurring phenomenon. Successful entrepreneurs welcome all suggestions for 
optimization or customization that enhances their offering and satisfies client and market needs. A 
product you develop for yourself alone may qualify as a hobby, but a product for the market should 
satisfy market needs.

5. Understand Your Offering – And Its Market

Entrepreneurs know their product offering inside and out. They also know the marketplace and its 
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dynamics inside and out. Remaining unaware of changing market needs, competitor moves and 
other external factors can bring even great products to failure (for example, Blockbuster).

6. Money Management

It takes time to get to profitability for any entrepreneurial venture. Till then, capital is limited and 
needs to be utilized wisely. Successful entrepreneurs realize this mandatory money management 
requirement and plan for present and future financial obligations (with some additional buffer). 
Even after securing funding or going fully operational, a successful businessman keeps a complete 
handle on cash flows, as it is the most important aspect of any business. 

7. Planning (But not Over-planning)

Entrepreneurship is about building a business from scratch while managing limited resources 
(including time, money and personal relationships). It is a long-term commitment, and attempting to
plan as much as possible at the beginning is a noble impulse. In reality, however, planning for 
everything and having a ready solution for all possible risks may prevent you from even taking the 
first step. Successful entrepreneurs do keep some dry powder in reserve, but more importantly they 
maintain a mindset and temperament to capable of dealing with unforeseen possibilities.

Do a feasibility analysis; identify time and capital thresholds; take the deep dive with your limited 
resources. If your thresholds are crossed, look for alternatives and be prepared to take the next exit.

8. Networking Abilities

How do you tap your network for solutions? Many people seek comfort in commiseration: friends, 
colleagues and neighbors are happy to complain with you about "the global slowdown,” poor 
demand, or unfair competition; but that won't improve the bottom line. What do successful 
entrepreneurs do? They reach out to mentors with more experience and extensive networks to seek 
valuable advice.

Having such networking abilities, including more experienced mentors, is a key characteristics of 
successful entrepreneurs.

9. Being Prepared to Take the Exit

Not every attempt will result in success. The failure rate of entrepreneurial ventures is very high. At 
times, it is absolutely fine to take the “practical” exit route and try something new, instead of 
continuing to make sunk cost investments in the same venture. Many famous entrepreneurs weren't 
successful the first time around. But they had the serenity and foresight to know when to cut their 
losses.

10. Entrepreneurs Doubt Themselves – But Not Too Much

You may ask yourself, am I an entrepreneur? And the very question may put you in doubt about the 
answer. 

ROLE OF ENTERPRENEURSHIP IN ECONOMIC DEVELOPMENT
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The important role that entrepreneurship plays in the economic development of an economy 
can now be put in a more systematic and orderly manner as follows: 

1. Entrepreneurship promotes capital formation by mobilising the idle saving of the public.

2. It provides immediate large-scale employment. Thus, it helps reduce the unemployment problem 
in the country, i.e., the root of all socio-economic problems.

3. It promotes balanced regional development.

4. It helps reduce the concentration of economic power.

5. It stimulates the equitable redistribution of wealth, income and even political power in the 
interest of the country.

6. It encourages effective resource mobilisation of capital and skill which might otherwise remain 
unutilized and idle.

7. It also induces backward and forward linkages which stimulate the process of economic 
development in the country.

8. Last but no means the least, it also promotes country’s export trade i.e., an important ingredient to
economic development.

Thus, it is clear that entrepreneurship serves as a catalyst of economic development. On the whole, 
the role of entrepreneurship in economic development of a country can best be put as “an economy 
is the effect for which entrepreneurship is the cause”
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ENTERPRENEURSHIP PROCESS

 

1. Discovery: An entrepreneurial process begins with the idea generation, wherein the 
entrepreneur identifies and evaluates the business opportunities. The identification and the 
evaluation of opportunities is a difficult task; an entrepreneur seeks inputs from all the 
persons including employees, consumers, channel partners, technical people, etc. to reach to 
an optimum business opportunity. Once the opportunity has been decided upon, the next step
is to evaluate it. 

An entrepreneur can evaluate the efficiency of an opportunity by continuously asking certain
questions to himself, such as, whether the opportunity is worth investing in, is it sufficiently 
attractive, are the proposed solutions feasible, is there any competitive advantage, what are 
the risk associated with it. Above all, an entrepreneur must analyze his personal skills and 
hobbies, whether these coincides with the entrepreneurial goals or not.

2. Developing a Business Plan: Once the opportunity is identified, an entrepreneur needs to 
create a comprehensive business plan. A business plan is critical to the success of any new 
venture since it acts as a benchmark and the evaluation criteria to see if the organization is 
moving towards its set goals. 

An entrepreneur must dedicate his sufficient time towards its creation, the major 
components of a business plan are mission and vision statement, goals and objectives, 
capital requirement, a description of products and services, etc.

3. Resourcing: The third step in the entrepreneurial process is resourcing, wherein the 
entrepreneur identifies the sources from where the finance and the human resource can be 
arranged. Here, the entrepreneur finds the investors for its new venture and the personnel to 
carry out the business activities. 
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4. Managing the company: Once the funds are raised and the employees are hired, the next 
step is to initiate the business operations to achieve the set goals. First of all, an entrepreneur
must decide the management structure or the hierarchy that is required to solve the 
operational problems when they arise. 

5. Harvesting: The final step in the entrepreneurial process is harvesting wherein, an 
entrepreneur decides on the future prospects of the business, i.e. its growth and 
development. Here, the actual growth is compared against the planned growth and then the 
decision regarding the stability or the expansion of business operations is undertaken 
accordingly, by an entrepreneur. 

The entrepreneurial process is to be followed, again and again, whenever any new venture is taken 
up by an entrepreneur, therefore, its an ever ending process.

                       FACTORS IMPACTING EMERGENCE OF ENTERPRENEURSHIP

Various researchers world over have identified the factors that contribute to the development of 
entrepreneurship. Economists agree that the lack of entrepreneurs is not caused by economic 
conditions alone. It is also due to the whole set of socio-cultural and institutional environment 
prevailing in the less developed countries. Various environmental factors influencing the 
entrepreneurship are as follows:

I. Economic Factors

Economic environment exercises the most direct and immediate influence on entrepreneurship. The 
economic factors that affect the growth of entrepreneurship are the following:

1.Capital

Capital is one of the most important perquisites to establish an enterprise. Availability of capital 
facilitates is required to purchase the land, machine and raw material for producing goods. Capital 
is therefore, regarded as lubricant to the process of production. Our accumulated experience 
suggests that with an increase in capital investment, capital-output ratio also tends to increase. This 
results in increase in profit, which ultimately goes to capital formation. This suggests that as capital 
supply increases, entrepreneurship also increases.

2. Labour

The quality rather quantity of labor is another factor, which influences the emergence of 
entrepreneurship. Most less developed countries are labor rich nations owing to a dense and even 
increasing population. But entrepreneurship is encouraged if there is a mobile and flexible labor 
force. And, the potential advantages of low-cost labor are regulated by the deleterious effects of 
labour immobility. The considerations of economic and emotional security inhibit labor mobility. 
Entrepreneurs, therefore, often find difficulty to secure sufficient labor. They are forced to make 
elaborate and costly, arrangements to recruit the necessary labor. It can be dealt by utilizing labor-
intensive methods like Japan. In contrast, the disadvantage of high-cost labor can be modified by 
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introduction of labor-saving innovations as was done in US.

3. Raw Materials

The availability of raw materials is very important for establishing any industrial activity. In the 
absence of raw materials, neither any enterprise can be established nor can an entrepreneur be 
emerged.

4. Market

The fact remains that the potential of the market constitutes the major determinant of probable 
rewards from entrepreneurial function.. The size and composition of market both influence 
entrepreneurship in their own ways. Practically, monopoly in a particular product in a market 
becomes more influential for entrepreneurship than a competitive market. However, the 
disadvantage of a competitive market can be cancelled to some extent by improvement in 
transportation system facilitating the movement of raw material and finished goods, and increasing 
the demand for producer goods. Whether or not the market is expanding and the rate at which it is 
expanding are the most significant characteristics of the market for entrepreneurial emergence.

5.Infrastructure

Expansion of entrepreneurship depends upon properly developed communication and transportation
facilities. It not only helps to enlarge the market, but expand the horizons of business too. Take for 
instance, the establishment of post and telegraph system and construction of roads and highways in 
India. It helped considerable entrepreneurial activities, which took place in the 1850s. Apart from 
the above factors, institutions like trade/ business associations, business schools, libraries, etc. also 
make valuable contribution towards promoting and sustaining entrepreneurship’ in the economy. 
You can gather all the information you want from these bodies. They also act as a forum for 
communication and joint action. In the fast changing world of business, entrepreneurs have to 
move-collectively in order to be more effective and more efficient. They need to constantly check 
and influence the Government’s thinking and decision-making.

II. Social Factors

Social factors can go a long way in encouraging entrepreneurship. In fact it was the highly helpful 
society that made the industrial revolution a glorious success in Europe. The main components of 
social environment are as follows:

1. Caste Factor 

There are certain cultural practices and values in every society which influence the actions of 
individuals. These practices and value have evolved over hundred of years. For instance, consider 
the caste system (the varna system) among the Hindus in India. It has divided the population on the 
basis of caste into four divisions. The Brahmana (priest), the Kshatriya (warrior), the Vaishya 
(trade) and the Shudra (artisan): It has also defined limits to the social mobility of individuals. By 
social mobility we mean the freedom to move from one caste to another. The caste system does not 
permit an individual who is born a Shudra to move to a higher caste. Thus, commercial activities 
were the monopoly of the Vaishyas. Members of the three other Hindu Varnas did not become 
interested in trade and commence, even when India had extensive commercial inter-relations with 
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many foreign countries. Dominance of certain ethnical groups in entrepreneurship is a global 
phenomenon. The protestant ethics in the west, the Sammurai in Japan, the trading classes in US 
and the family business concerns of France have distinguished themselves as entrepreneurs.

2. Family background

This factor includes size of family, type of family and economic status of family. Zamindar family 
helped to gain access to political power and exhibit higher level of entrepreneurship. Background of
a family in manufacturing provided a source of industrial entrepreneurship. Occupational and social
status of the family influenced mobility. There are certain circumstances where very few people 
would have to be venturesome. For example in a society where the joint family system is in vogue, 
those members of joint family who gain wealth by their hard work denied the opportunity to enjoy 
the fruits of their labor because they have to share their wealth with the other members of the 
family.

3. Education

Education enables one to understand the outside world and equips him with the basic knowledge 
and skills to deal with day-to-day problems. In any society, the system of education has a significant
role to play in inculcating entrepreneurial values.

In India, the system of education prior to the 20th century was based on religion. In this rigid 
system, critical and questioning attitudes towards society were discouraged. The caste system and 
the resultant occupational structure were reinforced by such education. It promoted the idea that 
business is not a respectable occupation. Later, when the British came to our country, they 
introduced an education system, just to produce clerks and accountants for the East India Company, 
The base of such a system, as you can well see, is very anti-entrepreneurial. The unfortunate result 
of it is that young men and women in our country have developed a taste only for service. Their 
talents and capabilities have not been made much use of. Rather it has been wasted in performing 
routine conventional jobs. Our educational methods have not changed much even today. The 
emphasis is till on preparing students for standard jobs, rather than marking them capable enough to
stand on their feet.

4. Attitude of the Society

A related aspect to these is the attitude of the society towards entrepreneurship. Certain societies 
encourage innovations and novelties, and thus approve entrepreneurs’ actions and rewards like 
profits. Certain others do not tolerate changes and in such circumstances, entrepreneurship cannot 
take root and grow. Similarly, some societies have an inherent dislike for any money-making 
activity. It is said, that in Russia, in the nineteenth century, the upper classes did not like 
entrepreneurs. For them, cultivating the land meant a good life. They believed that land belongs to 
God and the produce of the land was nothing but god’s blessing.

5.Cultural Value

Motives impel men to action. Entrepreneurial growth requires proper motives like profit-making, 
acquisition of prestige and attainment of social status. Ambitious and talented men would take risks 
and innovate if these motives are strong. The strength of these motives depends upon the culture of 
the society. If the culture is economically or monetarily oriented, entrepreneurship would be 
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applauded and praised; wealth accumulation as a way of life would be appreciated. In the less 
developed countries, people are not economically motivated. Monetary incentives have relatively 
less attraction. People have ample opportunities of attaining social distinction by non-economic 
pursuits. Men with organizational abilities are, therefore, not c dragged into business. They use their
talents for non-economic ends. The absence of proper economic motives is a general characteristic 
of agrarian societies in which people do not attach great value to business talents, industrial 
leadership etc.

III.  Psychological Factors

Many entrepreneurial theorists have propounded theories of entrepreneurship that concentrate 
especially upon psychological factors. These are as follows:

1.Need Achievement

The theory states that people with high need-achievement are distinctive in several ways. They like 
to take risks and these risks stimulate them to greater effort. The theory identifies the factors that 
produce such people. Initially McClelland attributed the role of parents, specially the mother, in 
mustering her son or daughter to be masterful and self-reliant. Later he put less emphasis on the 
parent-child relationship and gave more importance to social and cultural factors. He concluded that
the ‘need achievement’ is conditioned more by social and cultural reinforcement rather than by 
parental influence and such related factors.

2. Withdrawal of Status Respect

There are several other researchers who have tried to understand the psychological roots of 
entrepreneurship. One such individual is Everett Hagen who stresses the-psychological 
consequences of social change. Hagen says, at some point many social groups experience a radical 
loss of status. Hagen attributed the withdrawal of status respect of a group to the genesis of 
entrepreneurship. Giving a brief sketch of history of Japan, he concludes that it developed sooner 
than any non-western society except Russia due to two historical differences. First, Japan had been 
free from colonial disruption and secondly, the repeated long continued withdrawal of expected 
status from important groups in its society led them to the technological progress through 
entrepreneurial roles.

Hagebelieves that the initial condition leading to eventual entrepreneurial behavior is the loss of 
status by a group. He postulates that four types of events can produce status withdrawal:

(a) The group may be displaced by force;

(b) It may have its valued symbols denigrated;

(c) It may drift into a situation of status inconsistency; and

(d) It may not be accepted the expected status on migration in a new society.

He further postulates that withdrawal of status respect would give rise to four possible reactions and
create four difference personality types:

(a) Retreatist: He who continues to work in a society but remains different to his work and position;

(b) Ritualist: He who adopts a kind of defensive behavior and acts in the way accepted and 
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approved       in his society but no hopes of improving his position;

(c) Reformist: He is a person who foments a rebellion and attempts to establish a new society; and

(d)Innovator: He is a creative individual and is likely to be an entrepreneur.

Hagen maintains that once status withdrawal has occurred, the sequence of change in personality 
formation is set in motion. He refers that status withdrawal takes a long period of time – as much as 
five or more generations – to result in the emergence of entrepreneurship.

3. Motives

Other psychological theories of entrepreneurship stress the motives or goals of the entrepreneur. 
Cole is of the opinion that besides wealth, entrepreneurs seek power, prestige, security and service 
to society. Stepanek points particularly to non-monetary aspects such as independence, persons’ 
self-esteem, power and regard of the society.

On the same subject, Evans distinguishes motive by three kinds of entrepreneurs:

(a) Managing entrepreneurs whose chief motive is security.

(b) Innovating entrepreneurs, who are interested only in excitement.

(c) Controlling entrepreneurs, who above all other motives- want power and authority.

Finally, Rostow has examined intergradational changes in the families of entrepreneurs. He believes
that the first generation seeks wealth, the second prestige and the third art and beauty.

4.Others

Thomas Begley and David P. Boyd studied in detail the psychological roots of entrepreneurship in 
the mid 1980s. They came to the conclusion that entrepreneurial attitudes based on psychological 
considerations have five dimensions:

• First came ‘need-achievement’ as described by McClelland. In all studies of successful 

entrepreneurs a high achievement-orientation is invariably present. 
• The second dimension that Begley and Boyd call ‘locus of control’ This means that the 

entrepreneur follows the idea that he can control his own life and is not influenced by factors
like luck, fate and so on. Need-achievement logically implies that people can control their 
own lives and are not influenced by external forces. 

• The third dimension is the willingness to take risks. These two researchers have come to the 

conclusion that entrepreneurs who take moderate risks earn higher returns on their assets 
than those who take no risks at all or who take extravagant risks. 

• Tolerance is the next dimension of this study. Very few decisions are made with complete 

information. So all business executives must, have a certain amount of tolerance for 
ambiguity. 

• Finally, here is what psychologists call ‘Type A’ behavior. This is nothing but “a chronic, 

incessant struggle to achieve more and more in less and less of time” Entrepreneurs are 
characterized by the presence of ‘Type A’ behavior in all their endeavors. 

IV. Political Factors
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An entrepreneur, however creative he/she may be, cannot function without the supportive actions of
the Government. It is for the government/society to ensure the availability of required resources for 
the entrepreneurs and also the accessibility to them. This is because the successful entrepreneur 
contributes to the well being of the society. Policies relating to various-economic aspects like prices,
availability of capital, labour and other inputs, demand structure, taxation, income distribution, etc. 
affect growth of entrepreneurship to a large extent. Promotive government activities such as 
incentives and subsidies contribute substantially to entrepreneurial performance. At the same time, 
Government policies like licenses, regulations, favouritism, government monopolies, etc. are 
undesirable for the growth of business enterprises. Above all, a Government that is politically stable
and united can affect entrepreneurial activities in a significant manner. Is there a business 
entrepreneur in your neighborhoods? Try to gather information on his/her views on various 
government policies, for example, on taxation, finance, labour etc. Also ask him/her about the 
opportunities and growth prospects of a business unit. Write down your observations.

India, all the above-mentioned environmental forces have turned in favor of enterprising men and 
women. There is a visible change for the better in the highly inactive entrepreneurial field in the 
country. The tight grip of religious and traditional, ideas and practices have begun to loosen. It is 
encouraging the ‘non-commercial’ classes to consider economic opportunities more 
sympathetically. As a result, occupational division based on caste system has undergone tremendous
traditional activities, social approval etc. have become less important. More important now, are the 
economic factors such as access to capital and possession of entrepreneurial attitudes and business I
knowledge.

Development of infrastructure changes in government policies in favor of business and industry and
of course, rise in demand for products manufactured are some of the other factors that have led the 
Indian entrepreneurs to look for new business opportunities.

 Managerial vs. entrepreneurial approach  and emergence of 
entrepreneurship

Managerial vs. entrepreneurial Decision Making: The difference between
the entrepreneurial and managerial styles involves five business dimensions.
1.       Strategic  Orientation: The  entrepreneur’s  strategic  orientation

depends on his or her perception of the opportunity. This orientation is most
important when other opportunities have diminishing returns accompanied
by  rapid  changes  in  technology,  consumer  economies,  social  values  or
political rules. When the use of planning systems is the strategic orientation,
there is more pressure for the administrative domain to be operant.

2.       Commitment to Opportunity: The entrepreneurial domain is pressured
by the need for action and has a short time span in terms of opportunity
commitment.  The  administrative  domain  (the  ways  mangers  make
decisions) is not only slow to act on an opportunity, but the commitment is
usually for a longer time span.

3.       Commitment  of  Resources: An  entrepreneur  is  used  to  having
resources committed at periodic intervals, often based on certain tasks or
objectives being reached. In acquiring these resources the entrepreneur is
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forced to achieve significant milestones using very few resources.  In the
administrative domain, the commitment of resources is for the total amount
needed.  Administrative-oriented  individuals  receive  personal  rewards  by
effectively administering the resources under their control.

4.       Control  of  Resources: The  administrator  is  rewarded  by  effective
resource  administration  and has  a  drive  to  own or  accumulate as  many
resources  as  possible.  The  entrepreneur,  under  pressure  of  limited
resources, strives to rent resources on an as-needed basis.

5.       Managerial Structure: In the administrative domain, the organizational
structure is formalized and hierarchical in nature. The entrepreneur employs
a flat organizational structure with informal networks.
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UNIT 2

CREATING AND STARTING THE VENTURE

WRITING THE BUSINESS PLAN

The description of the venture should be detailed in this section. This should begin with the mission

statement or company mission, which describes the nature of the business and what 
the entrepreneur
hopes to accomplish. The new venture should be described in detail, including the product, location,
personnel, background of entrepreneur, and history of the venture. The emphasis placed on location is a
function of the type of business. Maps that locate customers, competitors, and alternative locations can 
be
helpful. If the building or site decision involves legal issues, the entrepreneur should hire a lawyer.
Production Plan or Operations Plan
If a new venture is a manufacturing operation, a production plan is necessary. This plan should describe 
the
complete manufacturing process, including whether or not the process is to be subcontracted. If the
manufacturing is carried out by the entrepreneur, the plan should describe the physical plant layout and
machinery and equipment needed.
If the venture is not manufacturing, this section would be titled operational plan. The entrepreneur would
need to describe the chronological steps in completing a business transaction.
Marketing Plan
The marketing plan describes how the products will be distributed, priced, and promoted. Potential
investors regard the marketing plan as critical to the venture's success.
Organizational Plan
The organizational plan section should describe the venture's form of ownership. If the venture is a
corporation, this should include the number of shares authorized, share options, and names and 
addresses
of the directors and officers. It is helpful to provide an organization chart indicating the line of authority.
This chart shows the investor who controls the organization and how members interact.
Assessment of Risk
It is important that the entrepreneur make an assessment of risk in the following manner: The 
entrepreneur
should indicate the potential risks to the new venture. Next should be a discussion of what might happen 
if
these risks become reality. Finally the entrepreneur should discuss the strategy to prevent, minimize, or
respond to these risks. The entrepreneur should also provide alternative strategies should these risk 
factors
occur.
Financial Plan
The financial plan determines the investment needed for the new venture and indicates whether the
business plan is economically feasible. The entrepreneur should summarize the forecasted sales and
expenses for the first three years. Cash flow figure for three years are needed, with the first year's
projections provided monthly. The projected balance sheet shows the financial condition of the business at
a specific time.

GENRATING BUSINESS IDEA
1. Start with family. Tapping family for great business ideas may not seem like an obvious first 
step. Sure, you'll hit them up for cash once you've developed your idea, but what can your aging 
father or cousin Margaret contribute this early in the process? Plenty. Donald Trump certainly 
wasn't bashful about learning the real estate business from his dad, Fred, who ran a thriving real 
estate development company, says Ries. Trump had the good sense to get some priceless training 
before going off to become one of the country's foremost builders and real estate developers. "If his 
father hadn't provided the foundation and training [he needed] to create a profitable business, Trump
wouldn't be where he is today," Ries explains. "Unfortunately, many people insist on [creating a 
business] themselves without any help from their family. That's foolish."
2. Get a little help from your friends. Ries says you are severely limiting yourself if you rely 
solely on your own ideas--especially when your creative juices run dry. "This is reason enough to 
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listen to ideas others may have," he says. "If you have 15 or 20 friends, chances are a couple of 
them have some incredible business ideas."

3. Look at all the things that bug you. It may not sound profound, but Ries says this is fertile 
ground for great business ideas. He cites how upset Kemmons Wilson was in the 1950s when a 
motel owner wanted to charge him an additional price for each of his five children. He was so 
ticked off, he launched Memphis, Tennessee-based Holiday Inn, today one of the world's largest 
hotel chains.

4. Tap your interests. Thousands of clever people have taken up hobbies and turned them into a 
successful business. Tim and Nina Zagat, who launched the Zagat Surveys, a publishing empire that
sells restaurant guides for many major U.S. and European cities, are great examples. In the early 
1970s, the Zagats were high-priced corporate attorneys whose passion was dining out. For fun, they 
created a newsletter in which they asked their friends to rank popular restaurants in several 
categories. Each year, the newsletter encompassed more restaurants. Eventually it became such an 
expensive and time-consuming undertaking that the couple began charging money for it to allay 
their expenses. That was the meager beginning of the famed Zagat Survey, which is sold in 
bookstores worldwide. "When you're doing something you love, it's never considered work," says 
Ries.

5. Travel. Traveling opens your eyes to a plethora of potential business ideas. Ries cites Leopoldo 
Fernandez Pujals' discovery of Domino's Pizza on a trip to the United States from his native Spain. 
Pujals was so impressed with the fast-food operation, he went back to Spain and launched his own 
version, called TelePizza, in 1986. His company now registers $260 million in sales, and employs 
13,000 people in eight countries.

6. Keep your eyes open. "When you see something that piques your interest, ask yourself, What is 
it about this situation that's special?" says Ries. "Then narrow your focus so you home in on the 
idea." The process of zeroing in on the idea often spawns important niche markets. "Blockbuster 
Video's niche is renting videos, and Bulbs Unlimited's niche is selling light bulbs," says Ries. Get 
it?

7. Examine old mousetraps--then build a better one. "If a product doesn't meet your own high 
standards, create a better one," advises business trendwatcher Perry Lowe. "That's what put Ben & 
Jerry's on the map." Ice cream fanatics Ben Cohen and Jerry Greenfield felt popular ice creams 
weren't rich and tasty enough for their cultivated palates, so they created their own super-premium 
line of ice cream, which is a bestseller nationwide. Just think: If these ice cream gurus weren't such 
picky eaters, there would be no Cherry Garcia, Chubby Hubby or Phish Food to enjoy.

8. Take it to the streets. There's no better place to lock into up-and-coming trends than city streets, 
Lowe contends. Street culture spawned punk, hip-hop, grunge and a number of other fads that 
rapidly evolved into multimillion-dollar businesses. "Great ideas can often be found by just 
browsing happening inner-city neighborhoods in virtually any big city in the United States," says 
Lowe.

9. Sleep on it. Many people ignore their dreams, and some don't remember them at all. But 
sometimes it pays to listen to those inner messages, no matter how strange or unintelligible they are.
"You never know, you might just find the germ of a great idea," says Lowe. The tough part is 
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crawling out of bed in the dead of night to jot down those great ideas before they're forgotten.

10. Check out the Net. Finally, Lowe endorses Web surfing as a fun way to log on to potential 
business ideas. "Virtually every search engine has a 'What's New' or 'What's Hot' section, where it 
lists new trends, news tidbits and hot new Web sites," says Lowe. "Make it a point to check out 
various sites daily. 

Sources of new ideas for     Entrepreneurs
Entrepreneurs frequently use the following sources of ideas:

1. Consumers– the potential consumer should be the final focal point of ideas for the entrepreneurs.
The attention to inputs from potential consumers can take the form of informally monitoring 
potential ideas or needs or formally arranging for consumers to have an opportunity to express their 
concerns. Care needs to be taken to ensure that the new idea or the needs represents a large enough 
market to support a new venture.

2. Existing Companies– with the help of an established formal methods potential entrepreneurs and
intrapreneurs can evaluate competitive products & services on the market which may result in new 
and more market appealing products and services.

3. Distribution channels– members of the distribution channels are familiar with the needs of the 
market and hence can prove to be excellent sources of new ideas. Not only do the channel members 
help in finding out unmet or partially met demands leading to new products and services, they also 
help in marketing the offerings so developed.

4. Government– it can be a source of new product ideas in two ways firstly, the patent office files 
contain numerous product possibilities that can assist entrepreneurs in obtaining specific product 
information, and secondly, response to government regulations can come in the form of new 
product ideas.

5. Research & development– Entrepreneur’s own R&D is the largest source of new idea. A formal 
and well-equipped research and development department enables the entrepreneur to conceive and 
develop successful new product ideas.

METHODS OF GENERATING IDEAS

1. Brainstorming
This process involves engendering a huge number of solutions for a specific problem (idea) with 
emphasis being on the number of ideas. In the course of brainstorming, there is no assessment of 
ideas. So, people can speak out their ideas freely without fear of criticism. Even bizarre/strange 
ideas are accepted with open hands. In fact, the crazier the idea, the better. Taming down is easier 
than thinking up.

Frequently, ideas are blended to create one good idea as indicated by the slogan “1+1=3.” 
Brainstorming can be done both individually and in groups. The typical brainstorming group 
comprises six to ten people.
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2. Role playing
In the role playing technique, each participant can take on a personality or role different from his 
own. As the technique is fun, it can help people reduce their inhibitions and come out with 
unexpected ideas.

3. Attribute listing
Attribute listing is an analytical approach to recognize new forms of a system or product by 
identifying/recognizing areas of improvement. To figure out how to enhance a particular product, it 
is broken into parts, physical features of each component are noted, and all functions of each 
component are explained and studied to see whether any change or recombination would damage or
improve the product.

4. Visualization and visual prompts
Visualization is about thinking of challenges visually so as to better comprehend the issue. It is a 
process of incubation and illumination where the participant takes a break from the problem at hand
and concentrates on something wholly different while his mind subconsciously continues to work 
on the idea. This grows into a phase of illumination where the participant suddenly gets a diversity 
of solutions and he rapidly writes them down, thereby creating fresh parallel lines of thought.

Picture prompts help a lot when it comes to enabling one’s brain to establish connections. These 
prompts can help to surface emotions, feelings and intuitions. This makes them particularly useful 
for brainstorming solutions to innovative challenges involving people, and issues with a deep 
psychological or emotional root cause.

To get started with using picture prompts, the facilitator distributes a set of pre-selected images – 
each participant gets one. He also asks the participants to write down whatever ideas come to their 
mind when they look at the image in their possession. According to Bryan Mattimore (presently co-
founder of The Growth Engine Company), the images should be visually interesting, portraying a 
multiplicity of subject matter and must depict people in lots of varied kinds of relationships and 
interactions with other people.

After this, participants pair off and use additional time, sharing and talking about the ideas they 
have come up with and brainstorming more solutions to the existing problem/challenge. Lastly, the 
various pairs present their ideas to the rest of the group.

Mattimore suggests tailoring the visuals to the character of the challenge the participants have to 
solve. So, if the challenge pertains to the manufacturing industry, you could consider having images
of an industrial nature. However, you should definitely include some irrelevant or random images as
well because it may be these kinds of images that trigger the most innovative solutions.
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5. Forced relationships
It is an easy technique involving the joining of totally different ideas to come up with a fresh idea. 
Though the solution may not be strictly unique, it frequently results in an assortment of 
combinations that are often useful. A lot of products we see today are the output of forced 
relationships (such as a digital watch that also has a calculator, musical birthday cards and Swiss 
army knife). Most of these ideas may not be revolutionary discoveries but they are still 
advantageous products and usually have a prospective market in society. Robert Olson provided an 
example for forced analogy in his book ‘The Art of Creative Thinking.’ He compares different 
aspects of a corporate organization structure to the structure of a matchbox.

6. Daydreaming
Though mostly not met with approval, daydreaming is truly one of the most fundamental ways to 
trigger great ideas. The word “daydream” itself involuntarily triggers an uninhibited and playful 
thought process, incorporating the participant’s creativity and resourcefulness to play around with 
the present problem. It enables a person to establish an emotional connection with the problem, 
which is beneficial in terms of coming up with a wonderful idea. The focus of productive 
daydreaming is a particular goal irrespective of whether it seems to be an impractical task. Plenty of
famous inventors have engaged in daydreaming in the past, thereby setting off ideas that 
contributed to life altering inventions. The airplane is the most notable example for this. If the 
Wright brothers had not let their imagination run wild thinking about flight, we would probably still
be traveling by ferry.

7. Reverse thinking
As the term ‘reverse thinking’ itself suggests, instead of adopting the logical, normal manner of 
looking at a challenge, you reverse it and think about opposite ideas. For example: ‘how can I 
double my fan base?’ can change into ‘how do I make sure I have no fans at all?’ You may notice 
that the majority of participants would find it easier to produce ideas for the ‘negative challenge’ 
simply because it is much more fun. However, don’t spend too much time on the reverse idea-
generation – about 10 to 15 wrong ideas is fine. After one session is over, you can either continue in
the reverse idea atmosphere with a new challenge or else do the reversal once more to make it 
stronger. An example for the latter is “I am never going to update any of my social networks” 
changing into “I am going to always update all of my social networks.”

8. Questioning assumptions
The majority of industries have an orthodoxy – unspoken but deeply-held beliefs that everyone 
stands by for getting things done. Sadly, they fail to realize that by questioning assumptions at every
step of service or product development, they can actually enable the birth of fresh possibilities and 
ideas.

Here’s how Mattimore suggests one go about questioning assumptions: The participants should start
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by settling on the framework for the creative challenge. After this, they should produce 20 to 30 
assumptions (irrespective of whether they are true or false). The next step is to select several 
assumptions from the many generated, and utilize them as idea triggers and thought starters to 
engender fresh ideas.

9. Brainwriting
Brainwriting is easy. Instead of asking the participants to shout out ideas, they are told to pen down 
their ideas pertaining to a specific problem or question on sheets of paper, for a small number of 
minutes. After that, each participant can pass their ideas over to someone else. This someone else 
reads the ideas on the paper and adds some new ones. Following another few minutes, the 
individual participants are again made to pass their papers to someone else and so the process 
continues. After about 15 minutes, you or someone else can collect the sheets from them and post 
them for instant discussion.

10. Wishing
This technique can be begun by asking for the unattainable and then brainstorming ideas to make it 
or at least an approximation of it, a reality. Start by making the wishes tangible. There should be 
collaboration among the members of the team to produce 20 to 30 wishes pertaining to your 
business. Everyone’s imagination should be encouraged to run wild – the more bizarre the idea, the 
better. There should be no restrictions on thinking.

The next step is concentrating on a number of these unattainable wishes and utilizing them as 
creative stimuli to trigger ideas that are new but more practical. Mattimore suggests getting the team
to challenge the problem from diverse perspectives (imagine how a person from another planet or 
from another industry or profession would view it) or reflect on it. This type of role playing assists 
with moving away from conventional thinking patterns to see fresh possibilities.

11. Socializing
If employees only hang around with colleagues and friends, they could find themselves in a 
thinking rut. Let them utilize all those LinkedIn connections to begin some fantastic conversations. 
Refreshing perspectives will assist with bringing out new thinking and probably, one or two 
lightning bolts. Socializing in the context of ideation can also be about talking to others on topics 
that have nothing whatsoever to do with the present problem.

12. Collaboration
As the term indicates, collaboration is about two or more people joining hands in working for a 
common goal. Designers frequently work in groups and engage in collaborative creation in the 
course of the whole creative process.

 

SI
TM

, R
EW

AR
I

http://creatingminds.org/tools/brainwriting.htm


 CREATIVE PROBLEM SOLVING

In simple words, Creative Problem Solving may be defined as a problem solving technique that 
addresses a challenge or problem in a creative manner. The solution is creative because it is not 
obvious. To meet the criteria for solving a problem in a creative manner, the solution should resolve
the declared problem in an original manner with the solution being reached independently. This idea
generation strategy usually incorporates a team approach. This is owing to the fact that people 
inside the workplace are allowed to engage in the process of change in their search for creative 
solutions.

STAGES OF CREAIVE PROBLEM SOLVING

There are six stages in the Osborn-Parnes process of creative-problem solving. Here, the six stages 
are described with two examples of questions for some of the stages, to stimulate your thinking.

1. Objective Finding
Pinpointing the challenge or goal and delineating your preferred output is the basis of the CPS 
strategy. At times, people pay no heed to certain essential aspects about the problem or take 
something for granted to solve it rapidly. This causes an obscurement of the thought process, and 
the person fails to take note of the big picture. Delineating the goal or objective provides a lucid 
idea pertaining to the problem that facilitates the investigation of various possible solutions to it.

2. Fact finding
Collecting information pertaining to the problem and associated data is essential for comprehending
the problem. At this stage, make a list of key details such as what and who is involved, assumptions 
and perceptions, viewpoints of interested parties, feelings and facts, and so on so that you may 
begin the process of crafting ideas.

3. Problem finding
Using the problem objective and gathered data as a basis, determine possible challenges that may 
come about and the possible opportunities that are present inside of it. This would assist you with 
concentrating on the problem. It is so simple to move your attention away from the aim and to come
up with answers to the incorrect problems.

4. Idea Finding
Reusing a solution when we come across a problem that we possibly encountered before, is a very 
easy process. Our mind detects ‘conceptual blocks’ that comprise hurdles such as commitment, 
complacency, compression, and constancy. These hinder us from thinking creatively and developing
fresh concepts or ideas. Thus, it is essential to investigate, brainstorm and determine as many 
probable solutions as you can.
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5. Solution Finding
After you’ve done with coming up with new ideas and noting down probable solutions in list 
fashion, assess them to determine whether they meet your specification for success and can be 
executed. Improvise, reinforce and select the best idea. Make sure that the solutions are not only 
creative, but also useful. At times, will power is the sole solution.

6. Acceptance finding
You have selected the best probable solution that is both actionable and satisfies the requirements 
for success. The next thing to do is to plan your steps for action by lucidly describing 
responsibilities and determining the best method to utilize the available resources. The calls for 
action that you put out should be comprehended by all associated with the problem solving process 
so that it becomes an accepted solution.

OPPORTUNITY RECOGNITION

Opportunity recognition (OR) are ways in which entrepreneurs identify potential ways towards 
identifying new business based on the opportunities that they identify. Through OR, entrepreneurs 
should be able to identify new and better ways of providing products and services that meet 
customer expectations and also identify new business opportunities. 

ENVIRONMENTAL SCANNING

Organizational environment consists of both external and internal factors. Environment must be 
scanned so as to determine development and forecasts of factors that will influence organizational 
success. Environmental scanning refers to possession and utilization of information about 
occasions, patterns, trends, and relationships within an organization’s internal and external 
environment. It helps the managers to decide the future path of the organization. Scanning must 
identify the threats and opportunities existing in the environment. While strategy formulation, an 
organization must take advantage of the opportunities and minimize the threats. A threat for one 
organization may be an opportunity for another.

Internal analysis of the environment is the first step of environment scanning. Organizations 
should observe the internal organizational environment. This includes employee interaction with 
other employees, employee interaction with management, manager interaction with other managers,
and management interaction with shareholders, access to natural resources, brand awareness, 
organizational structure, main staff, operational potential, etc. Also, discussions, interviews, and 
surveys can be used to assess the internal environment. Analysis of internal environment helps in 
identifying strengths and weaknesses of an organization.

As business becomes more competitive, and there are rapid changes in the external environment, 
information from external environment adds crucial elements to the effectiveness of long-term 
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plans. As environment is dynamic, it becomes essential to identify competitors’ moves and actions. 
Organizations have also to update the core competencies and internal environment as per external 
environment. Environmental factors are infinite, hence, organization should be agile and vigile to 
accept and adjust to the environmental changes. For instance - Monitoring might indicate that an 
original forecast of the prices of the raw materials that are involved in the product are no more 
credible, which could imply the requirement for more focused scanning, forecasting and analysis to 
create a more trustworthy prediction about the input costs. In a similar manner, there can be changes
in factors such as competitor’s activities, technology, market tastes and preferences.

While in external analysis, three correlated environment should be studied and analyzed — 

 immediate / industry environment 

 national environment 

 broader socio-economic environment / macro-environment 

Examining the industry environment needs an appraisal of the competitive structure of the 
organization’s industry, including the competitive position of a particular organization and it’s main 
rivals. Also, an assessment of the nature, stage, dynamics and history of the industry is essential. It 
also implies evaluating the effect of globalization on competition within the industry. Analyzing the 
national environment needs an appraisal of whether the national framework helps in achieving 
competitive advantage in the globalized environment. Analysis of macro-environment includes 
exploring macro-economic, social, government, legal, technological and international factors that 
may influence the environment. The analysis of organization’s external environment reveals 
opportunities and threats for an organization.

COMPETITOR ANALYSIS

Definition: Identifying your competitors and evaluating their strategies to determine their strengths
and weaknesses relative to those of your own product or service .

A competitive analysis is a critical part of your company marketing plan. With this evaluation, you 
can establish what makes your product or service unique--and therefore what attributes you play up 
in order to attract your target market.

Evaluate your competitors by placing them in strategic groups according to how directly they 
compete for a share of the customer's dollar. For each competitor or strategic group, list their 
product or service, its profitability, growth pattern, marketing objectives and assumptions, current 
and past strategies, organizational and cost structure, strengths and weaknesses, and size (in sales) 
of the competitor's business. Answer questions such as:

• Who are your competitors?

• What products or services do they sell?

• What is each competitor's market share?

• What are their past strategies?

• What are their current strategies?

• What type of media are used to market their products or services?
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• How many hours per week do they purchase to advertise through the media used in this 

market?
• What are each competitor's strengths and weaknesses?

• What potential threats do your competitors pose?

• What potential opportunities do they make available for you?

A quick and easy way to compare your product or service with similar ones on the market is to 
make a competition grid. Down the left side of a piece of paper, write the names of four or five 
products or services that compete with yours. To help you generate this list, think of what your 
customers would buy if they didn't buy your product or service.

Across the top of the paper, list the main features and characteristics of each product or service. 
Include such things as target market, price, size, method of distribution, and extent of customer 
service for a product. For a service, list prospective buyers, where the service is available, price, 
website, toll-free phone number, and other features that are relevant. A glance at the competition 
grid will help you see where your product fits in the overall market.

INDUSTRY ANALYSIS

A market assessment tool designed to provide a business with an idea of the complexity of a 
particular industry. Industry analysis involves reviewing the economic, political and market factors 
that influence the way the industry develops. Major factors can include the power wielded by 
suppliers and buyers, the condition of competitors, and the likelihood of new market entrants.

How to Conduct an Industry Analysis

Several key factors must be considered as you analyze your industry: 

Geographic Area – local?, regional?, statewide?, national?, international?

Industry– size, trends, outlook 

Product 

Buyers– target customers

Regulatory Environment 

Company Information– identify and research most successful businesses 

FEASIBILITY STUDY

Definition of Feasibility Study

A feasibility study looks at the viability of an idea with an emphasis on identifying potential 
problems and attempts to answer one main question: Will the idea work and should you 
proceed with it?
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IMPORTANCE OF FEASIBILITY STUDY

Why Are Fea

The information you gather and present in your feasibility study will help you:

• List in detail all the things you need to make the business work;

• Identify logistical and other business-related problems and solutions;

• Develop marketing strategies to convince a bank or investor that your business is worth 

considering as an investment; and
• Serve as a solid foundation for developing your business plan.

Even if you have a great business idea you still have to find a cost-effective way to market and sell 
your products and services.

This is especially important for store-front retail businesses where location could make or break 
your business.

For example, most commercial space leases place restrictions on businesses that can have a 
dramatic impact on income. A lease may limit business hours/days, parking spaces, restrict the 
product or service you can offer, and in some cases, even limit the number of customers a business 
can receive each day.

  COMPONENTS OF FEASIBILITY STUDY

Components

• Description of the Business: The product or services to be offered and how they will be 

delivered.
• Market Feasibility: Includes a description of the industry, current market, anticipated future

market potential, competition, sales projections, potential buyers, etc.
• Technical Feasibility: Details how you will deliver a product or service (i.e., materials, 

labor, transportation, where your business will be located, technology needed, etc.).
• Financial Feasibility: Projects how much start-up capital is needed, sources of capital, 

returns on investment, etc.
• Organizational Feasibility: Defines the legal and corporate structure of the business (may 

also include professional background information about the founders and what skills they 
can contribute to the business).

MARKET   FEASIBILITY

A market feasibility study determines the depth and condition of a particular real estate market 
and its ability to support a particular development. The key concern of a market feasibility study 
for multifamily development is a project's ultimate marketability.
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What Should                 Market Feasibility Study?

Things to Include in a market feasibility study include:

• Description of the Industry

• Current Market Analysis

• Competition

• Anticipated Future Market Potential

• Potential Buyers and Sources of Revenues

• Sales Projections

How to Write                Industry Description

Give a brief one- to two-paragraph description of the industry your business is categorized as 
according to the U.S. Department of Labor. Determining your industry is important for receiving 
government contracts, attracting investors, and for receiving grants (if you form as a nonprofit)

This section of a market feasibility study describes the current market for your product or service.

If you are offering something so unique that there are few market statistics, you can either use 
related industry information, or even conduct your own independent study.

Several ways to conduct your own research for new ideas include: polling Internet forums, 
questionnaires addressed to targeted consumer groups or the general population, or even customer 
surveys.

Any solid evidence you have that there is a demand (or market) for your product or services will 
help you sell your idea. This is particularly important if you are marketing something unique,or 
within a very small, specialized market. You need to show that your ideas is novel because you have
found a niche and not because there is no existing market for the idea.

A good source for finding out what is selling (and what is not) is the Department of Labor. 
Industries showing employee growth is often a good indicator of an industry's overall stability.

Massive layoffs or few employer or employees, indicates fewer business opportunities.

Where there is demand for something, there should be correlating growth in employment, the 
number of new companies being formed, or in the industry's overall combined revenue.

What Should 
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Object 1

Summary: Feasibility studies contain comprehensive, detailed information about your business 
structure, your products and services, the market, logistics of how you will actually deliver a 
product or service, the resources you need to make the business run efficiently, as well as other 
information about the business.
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