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1 . Business ENVIRONMENT
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1.1
1.2

A business enterprise cxists and operates within an environment consisting of economic. soeial,
cultural, political, legal and technological forees,

1.1 MEANING AND DEFINITION OF BUSINESS ENVIRONMENT

Meaning : The term business environment means the sum total of all the forees, factors and
institutions which are external to and beyond the control of an individual business enterprise but
which exercise a significant influence on its functioning and performance.

DEFINITIONS

Business environment is “the aggregate of all condittons, events and influences that swrround
and affect business,” : — Keith Davis

Rusiness environment refers ta "the fofal of ali things eternal to firms and industries which
affect their organisarion and operation. — Bayard . Wheeler

“Buvingss emironment encompasses the climale or set of conditions, economic, sacial political,
or institutional tn which business aperations ave conducted,” — Arthur M. Weimer

1.2 FEATURES OF BUSINESS ENVIRONMENT

The main features of business emvironment are a3 follows,

1. Dynamic ; Business environment is ot static but keeps on changing from time (o fime. For
cxample, demonetisation of high value currency nales of T1000 and T500 announced by the
Prime Minister on 8th Movember, 2016 has cansed a significant change 1o India’s business
environment.”

3 Relative : Busincss environment is a relative concept as it differs from country (o couniry and
even from one region o another within the same country, For example, the Asian countries
like India have a different environment than western countries like the 1ISA and UK. Simlarly,

= G
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the environment in metropolitan cities like Mumbai and Delhi differs from the environm
in villages and small wowns in India. Sarces and suits are the normal dress for ladics
India whereas jeans and trousers are more popular among ladics in metropolitan il

Inter-related : Different elements of business environment are closely mier-related s
interdependent, A change in one element affects the other elements. Economic environs
nfluences the non-economic environment which in tum affects the economic con

For example, economic liberalisation in India since 1991 has opened up new opportun
for private sector and foreign entreprencurs. Similarly, increasing awareness for Beaithicu

has led to increase in demand for organic food, slimming centres, health spas. i
products and services meant for improving health in turn are causing changes m the lifew
of people. Likewise, social pressures against pollution led to the enactment of anti-pol
laws, Therefore, managers should not consider environmental factors in solabon fron

another. A wholistic approach is necessary for proper understanding of business environmen:

Complex : Business environment is complex because it consists of several mmter-relste
components which keep on changing, A change in one component can have far reaching

impact on other components, For example, the change of the central government m 2014 ha
caused several changes in economic policies and procedures in India. Tt is. therefore. Gue
difficult to understand business envirenment.

Uncertain : Business environment is largely uncertain because it is very difficult to accurai:

forecast the future events. The environment is quite volatile particularly i a fast grown;
country like India. Political, technological and social changes have gained momentur
Presidency of Donald Trump in the USA, Twitter, Smartphone, Paytm; BHEEM snd othe
Apps and women empowerment are cxamples of recent changes in environment

Totality of Internal and External Forces : Business environment is the sum total or
aggregate of all the internal and external forces which influence the working and performanc:
“f.a I?usin-:ss enterprise. Intemal forces include the top management leAm, mission and
objectives, culture, and resources of an enterprise, These exercise a great influence. for
example, the removal of Cyrus Mistry by Ratan Tata from the Chief Executive posiion in
Tata Group Companies has caused a major change in the Tata Group, External forces consi:
of ecanomic, social, political, legal and technological forces.

called micro :Iuvirumnt.

Universality : Business environment is universal or pervasive. Ev i

. : R e e - Every enterprise, whether farge
mmﬂLmﬁnmng_urmmmﬁnhmmmrmumm_F_..en-
Fuwmdmmmammyﬂ;mm mnuqn-iumﬁmmunjh
isolation of its environment.
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Business Environment

9. Various Stakeholders - ,

stake (interest) in the fyp
contribute 1o the success of A
enterprise. The main stakeholde

(i) Customers -

(i)

(iif)

(iv)

B_u-"rl_H':HH Environment consists of several stakeholders who have a
choning and performance of business enterprises. These stakeholders
enterprise. In return they have some cxpectations from the
15 are given below.

| e and satisfy customers. A firm
ol customers like indiv
cstablishments, ete. For
students, teachers, educati

may have different types
iduals, households, Governmen departments. commergial
example. the customers of a paper company may includi
onal institutions, business firms and other users of stationery

In order to be successful, a company must understand and meet the needs and
expectations of its customers. A firm can select the targel customer group or market
Segment on the basis of factors like profitability, elasticity of demand. dependabilin

:I_regr-er: of competition and growth prospects. It is gencrally risky to depend upon a
single customer proup, The customer environment is becoming global due to incressing
globalisation and liberalisation of the economy. With the opening up of Indian marke
and foreign markets, the customer is becoming more global in the matter of shopping

Eumpeﬁtnrs e company may have both direct and indirect ::_l_:-mpn:ﬁtu]'s Darect
competitions are the other firms which offer the same or similar products and services.
For example, Sony TV faces direct competition from other brands like LG, Samsung.
Omda, Videocon, BPL, ete. Indirect competition comes from firms vying for discretionary
income. For example, a cinema house, faces indirect competition from Casino, and other
firms marketing entertainment. Due to economic liberalisation and globalisation, Indian
companies are now facing competition from both domestic firms and multinational

corporations. In order to understand the full range of its competition, 4 company must
look from buyers' viewpoint,

Suppliers : Suppliers refer to the people and groups who supply raw materials and
components to the company. Reliable sources of supply enable the company 1o carmy
on uninterrupted operations and to minimise inventory camrying costs, Suppliers also
influence quality levels and costs of manufacturing, It is very nisky to depend on a single
supplier. A strike or any other production problem of the supplier may cause interruptions
in manufacturing. Therefore, it is advisable to develop and sustain multiple sources of
supply. Some companies like Maruti Suzuki undertake vendor development 1o ensure
timely and regular supply of materials and parts. The relationship between the suppliers
and the firm reflects a power equation which is based on the extent to which each of
them is dependent on the other,

Marketing Intermediaries or Dealers : Several marketing intermediaries help a
company in promoting, selling and distributing its products to consumers. Middlemen
like agents, wholesalers and retailers serve as & link between the company and its
customers. Transportation firms and warehouses assist in the physical disinbution of
products. Advertising agencies, marketing research agencies and insurance companics
are other types of marketing intermediaries. Countrywide retail distribution network has
contributed significantly to the success of companies like Hindustan Unilever and Dabur
India.
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(¥} Financiers or Investors : The Shareht:]dEEH, ﬁ:.mnmalf|I[?qr.1:L.:u]m:.:"-:1:-.2‘:-1{-;:'::..,;'__..I
and banks provide finance Lo a company, Fiancial 'G‘F'JP"L';':"‘ “l_]I” t:;: :L-'|'~ u.l'-|.1|t.. e
financiers are important factors for the company. Fﬂ.r L'_fulfﬂr:' e, the company cannot ry;,,.
funds through shares if the financiers are not risk taking,

i v ent : Central and State Governments offer ini'rarrlruﬁh_:rﬁ_i' r'm'lilrlt.:e: fund;
Wi Gassenayt - 7 enterprises 1or rapid econany,

subsidies, tax incentives and other support to business S iy
! : t business enterprises to abide hy f,
growth of the country, In remum, Governments ¢xpec o i P e
country's laws, culture, policies and programmes, o pay taxes “m": r_f" p o _'”'"I-- l
minimise poilution, to assist in export promotion, employment generation, developmey,

ol backward areas, efc.

(vii) Publics : Publics include all those groups who h_a}-'r: an actual or Pﬂ_ffrﬂf:f 'P F L
the company or whe influence the company's ahJ[Jl’r'_l.-' te achieve is _L?'h_l':'«-':'-.»ﬁ.- .=1L,u:_-
groups, environmentalists, non-government organisations (NGOs), consumer associano,
and local community are examples of publics. These publics can have both posii
and negative impact on a business firm. For cxample, media groups can be used |
disseminate useful information. A company can cooperate with the local people o
improve its image as well as to provide some benefit to the people. On the negatve
side, local community concerned with public health can force a company to suspend
operations or to take pollution control measures, Non-government organisations ofieq
OFEARISE Protests agains! firms suspected of being guilty for child lahour, cruelty agamnsi
animals and damage 1o nature. For example, one of the leading companies in India was
attacked by the media for writing advertisements on rocks near a famous hill station
Such activities of publics can tamish the mmage of business,

Workers and Trade Union : Workers and their union are an important component of
micto environment, A firm's relations with its workers and trade union have 2 significant

Impact on its functioning and performance. Company's work environment and industrial
relations system must be conductive t eificient functioning,

According to Philip Kotler, “Companies must put their Primary eneray into effectively managing
their relationships with their customers, distributors and supplicrs. Their overall success will he
affected by how other publics in the society view their activity. Companies would be wise Lo spend
time monitoring all their public, understanding their needs and vpinions, and dealing with them
constructively,"

Gt

Ceon n

£

{widi)

BUSINESS
ENTERFRISE

Fig. 1.1 : Stakeholders of 4 Business Enterprise
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Rusiness Emviromment

1.3 IMPORTANCE OF BUSINESS ENVIRONMENT

Business environment provides the macro framework witlhun which the |
unit) operates. The environmental forces are larpely those give

cnowilnn winic
and its management must function,

Business environment exercises tremendous influence on the working and s ’
lirms. Different elements of business environment have different types 2o
on busmess. A facior that has a favourahle itpct on oné firm may adversely
Therefore. management of a business enterprise must have a deep understanding and
of the environment. The changes taking place in cnvironment must be comtinusus!;
judge their impact on business. Appropriate and fimely sleps must he tzken 1o face fie
changes.

The survival and success of any enterprise depends upon s inherent capabils
financial. human and other resources) and its ability o adapt 1o the changing envimonme

It is very important for business firms to understand their covironment and changss OCUUTTES
in it. Business enterprises which know their cnvironment and are ready 1o adapt |
changes would be successful. On the other hand, firms which fail to adapt to ther envirommass 25
unlikely to survive in the long run. For example, some Indian firms guffered considerat OB
they [ailed lo appreciale the tightening regulations agamnst environmental pollution. Knowiscgs
cnvironmental changes is very helpful in the formulation and implementation of husimess g
business can obtain this knowledge through envirenmental scanning. Environmentasl scanninz
process by which organisatiens meonitor their relevan Em'irc:.nmc:m.m tdentfy Oppormn:
threals affecting their business. With the help of environmental scanning, an sfiemqpose e comes
the impact of different events, trends, issues and expoctalions on its bu%-ines-: operations. Fums whach
systematically analyse and diagnose the environment are more effective than those which &

Same of the direct benefits of understanding the environmenl are given below.

1. First Mover Advantage : Awarcness of environment helps an anterprise 1o take 3 emtags
of early appertunitics instead of losing them to competitors. For example, Marmn Sueuk
bevame the leader in small car market because it was the firsl to recogmise he nesc |
<mall cars en account of Hsing petrolenm prices and & large middle cless

2. Early Warning Signals : Fnvirommental gwarencss serves os an carly warmng sgna

o,

Tt makes a firm aware of the impending threat or erisis so that the ﬁr_m can take timmeh
action to minimise the adverse clfects, it any, For example, wh@ new firms entcred in the
mid segment cars (threat), Maruti Suzuki wereased the pr-u.-rluclmn of 1t= Estoem "r:-h
Increase in production cnabled the company (o make faster delwery. As a ~_; o .
company caplured & ephstantial share of the market ;am:! htm.me g leader m this scgment
1. Rusiness Strategies @ In order to survive and succeed in a last changing and L'J-""r"r. "
siviromment, 4 husiness enferpriseé must formulate :uwl_ r:?m.-ute appropriaie -.a.r.n.::_,.?f‘
Monitoring of environmental changes provides r.::lcvaut mtum-.'fmcm u-11|!.-h wcr'- =~ i p:
hasts for strategy making. For example, ITC realised that there 15 a tl.m scope fir _'-'-.1.
in {he travel and tourism mdustry m Indig and the Un-.senu?m:n is koem 10 ;-r;-*_mui n
industry because of its etnployment potential. With th:_hr:ip of this Lﬂu‘r\\'|£\igﬂ_‘| C F_ikx
qew hotels both in India and abroad. Smdy of environment enables an organisan

: . . active coumer seatezics. All
analyse il§ compelitors’ SrAtCgles and thereby lormulate effective counter siEie
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strategic decisions such as what business to do, whether 0 expand or reduce g Dusing,,
and so on require a thorough understanding of the intemal and external environmen of

Organisation

4. Competitive Advantage ; Business enlerprises fry to pain 3““_""”"-“““ an edge over gy
other, As competition is increasing, gaining 4 sustainable competitive ::'Ilj‘r‘.ﬁ]-Jl.-il.;'__F-;_- has hc_-,_a;.m.u
necessary. For example, Reliance Communication has gamned a -:Df'li_]'l'l:hlll".-'c advantage by
launching Jio. The data speed of Jio 18.17 MB is double that of iis rivals. The fimy |
again going to disrupt India's smartphone market with its low cost 4G voice over LTE
VOLTE feature phones and

3. Customer Needs and Confidence : [n order to gain confidence of customers, a businy,,
enterprise musl accurately understand their needs, preferences and expectalions. Sy,
understanding will enable the enterprise o desipn and develop productsiservices that fy|,
salisly the aspirations of customers. Customer satisfaction is the best way to create any
retam customers. For example, Patanjali Ayurveda has won the confidence of customer,
who prefer herbal products. It has achieved a sales turnover of 5,000 crore and aims o
achieving T10.000 erore turnover within two years,

6. Public Image : A pgood public image (goodwill) is an invaluable asset for a busines
cnerprise, A business firm can improve ils image in public by contributing to the betternien
of society and by helping social causes such as employment of disabled, pollution control,
public health and education, etc, I must be sensitive o the needs and agpirations of people.
Leading business houses such as the Talus, Birlas, Ambanis and others have built oo
public image through their support to schemes of public welfare.

7. Coping with Change : Business leaders acl as agents of change, They create a drive for

change at the grass root level. In order to decide the direction and nature of change the
teaders need 1o understand the aspirations of people and other environmental forces through
envirenmental scanmng. For example, contemporary environment requires prompt decision-
making and power to people. Therefore, business leaders are increasingly delegating
authonity to empower their staff and to elimmate procedural delays.
Environmental analysis serves as broad based and anpoing educaton for business executives.
It keeps them i touch with the changing scenario so that they are never caught unaware
With the help of environmental learning managers can react in appropriate manner and
thereby increase the success of thewr organisations. Knowledee of changing environment
can keep the organisation dynamic n its approach,

8. Keeping Pace with Consumerisra @ Consumerism means the movement which sccks
lo nerease the rights and powers of consumers, This movement has changed the maxim
caveat emptor (let the buyer beware) 1o caveat venditor (let the seller beware), Consumer

associations. voluniary organisations, Nen-government organisations (NGOs), media and
Government have all contributed to consumersm. Consumerism requires busingss firms
to be increasingly sensitive to the expectations of consumers, Otherwise their survival and
stccess will be in danger. Study and understanding of the changing needs, preferences and
aspirations of consumers helps a business enterprise 1o avoid this danger.

1.4 DIMENSIONS OR ELEMENTS OF BUSINESS ENVIRONMENT

The main dimensions or clements of macro (external) environment of business are as follows.
(1 Polical and legal environment
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Business Enviranment

(i} Social and cultural environment
(ii7) Economic environment
(i) Financial environment
(vi Technological and physical environment
(vi} Natural cnvirgonment
(vir) Global environment

1. Political and Legal Environment : Political environment comprises the lements reiating -

sovernment affairs, It serves as the regulatory framework of

business. The miadn constit

of a countrv's political and legal environment are as loliows

{7} The constitution of the couniry.

(i) Political organisation — organisation and philosophy of political partics, |u-.'-.;.5-'. -_l__ of
Government, naturc and extent of bureaucracy, influence of primary Froups. BEE
donations to political parties, pelitical consciousness, ete. | B

ily i ol weten. taw S Gries

(7ii) Political stahility — structure ol military and police fur_x.te,l clection _a;r_rﬁm. aw &
situation, President’s Rule. forgign infiltrations, secessionist activities, clc.

(fv) Tmage of the couniry and 1is lzaders. . i T

(v) Foreign policy — alignment or non-alignment, relations with neighbounng COUNLrics

=

(vi) Defence and military policy.

(vii) Laws goveming business, and Tegal system.
Macro (Indirect) Environment
iti Soctal and
e Cultural Environment
Legal Environment
- Macro (Direct) Environment o
{_ ':_Emtcimcrs
T pwe e Ipternal Environment ----- 2
: Culture E | :-:3

5 | jss1 jectives . Competitors :

= Financiers Mission and Objectives | pet :

E ; Management Structure . :

£ E | ‘- 2

T_E I : E

= : : :

I -
z i Power Structure : _ g
= : :I Company Tmage & Brand Equty ' Suppliers
P | Human and other Resources :
i i e e g o e e
Markel Intermediaries
Financial
PR
Technologi o Environment
; oy _'_._-_._._
rgical Environment —
Ph_}"ﬁﬁ:a Erviranment

Fig. 1,2 ¢ Elements of Business
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ey constiational amendments and direction of pyp,

(vili) Flexibility and adaptability of Taws -
policies. ;

: icial system — implementation . .+ characteristi
(i) b Jutie. o : Social environment refers to the charactenstic,
: cuiTLﬂ'“l cn".-'ilﬂl'lm‘-:m CORSIELE of ()

y and effectiveness of laws.

2. Social and Cultural Environmeni @ - g
the society in which a business firm exists, Soci
fiollowing | o e

(i) Demographic forces — size, composition. mobility and geographical dispersal
population.
(i} Social institutions and groups.
(ifi) Caste structure and family organisation
(iv) Educational system and literacy rales,
(v) Customs, attitudes, beliefs, values and lifestyles. |
{vi) Tastes, preferences of people, and their buying behaviour.

Family, marriage, education, religion, attitudes to work and wealth and ethics arc some
examples of socio-cultural factors.

3. Feonomic and Financial Environment : The economic environment COMPriscs all thos,
economic forces which influence the functioning of business enterprises, &g, the nature and
structure of the cconomy, the stage of economic development, economic TesoUrces, the level
of income, cconomic policies, distribution of ncome, etc. The main components of economic
environment are as follows

(i) The nature of economic system — capitalist, socialist or mixed economy.

(if) Economic structure — occupational distribution of labour force, structure of national

output, capital formation, investment pattern, composition of trade, balance imbalance
between different sectors, five year plans,

(iff) Economic policies — industrial policy, export-import policy, monetary policy, fiscal
policy, foregign investment and technology policy.

(#v) Organisation and development of the capital market — banking system, securities
markels, ele.

(v} Economic indices — gross national product, per capita income, rate of savings and

investment, price level, balance of payments position, interest rates, etc.
(vi) Economic infrastructure and stage of development of the economy,

(vif) Product markets and factor markets — degree of competition, market size, etc.
Economic Environment

Technological, Physical l
and Natural Environment ——"L_2Usiness ja—

Social and Cultural
Environment

Political and Legal Environment

Fig. 1.3 : Elements of Macro Environment
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4. Technological and sical Favi
RS Physical Environment : The main elements of 1o hnological and physical
envirenment are the following |

(4} Sources and tvpes of wechnology

(1) Rate of technological change

iff) Approaches to production of

':_ _FT-‘” aches to production of goods and services

(i) New processes and equipment.

(vi Research and Development (R&D) systems,

L

Natural Environment : The main natural forces are as follows
(i1 Climatie and geopraphical conditions,
(1) Agncultural, commercial and other natural resources.

(i) Ecological system.

{iv] Levels of pallution.

b. F’jlnha[ Environment : lnternational agencies (World Bank, IMF, WTO, EEL, ele)
international conventions, freaties and agresments, economic and business conditions in ather
countries, ete, Certain developments such as a hike in the erude oil price have global impact
Developments n nformation and communication fechnologies facilitate rapid spread of
culture across countrics, Feenomic conditions abroad affect Indian firms. For example, exporns

d. International pﬂlhiuul factors can alse affect business

akistan has led to higher trade
dia

increase when markets expand abrog
For example, improvements in relations between India and P

between the two countrics. WTO regulations have far reaching impact on business in In

Tmport and investment liberalisation by WTO has led to greater competition in India

The main determinants of international epviromment are 4% follows :

(i) The statc of the world cconomy and distribution of world cutput.
(i) Infernational economic cooperation.

(iif) International market structure and eompelition.,

(iv) Barmers to international trade and investment.

(v} National economic policies of different countries.

(vi) Role of multilatesal poonomic insHtalions.
(vif) International ceonomic laws, trealies, agre
{viri) Political system and conditions in differcn

(ix) Cultural factors in different countries.

{x} Growth and transter of technolegy.

(xi} Growth and spread of multinationals.

1.5 SWOT ANALYSIS

geveral statistical and
complex environment of business. SWOT
Matrix, PESTLE, ete. are the major technigques,
1.5.1 Meaning of SWOT Analysis : SWOT is acronym for strengths, wenknesses. u:wppr_;rluniije::;
and threats. While strengths and weaknesses can be identified by analysing the intermal environment
{corporate appratsall, apporiunines and theaats can be identified by analysing the external

epviponment. SWOT analysis can also he modified into TOWS (Threats. Opportunitics, Weakniesses

amd Strengths )

ements, codes and practices
t countrigs.

mathematical technigues have been developed to analyse and diagose the
analysis, ETOP. QUEST, BCG Matrix, Directional Policy
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— . ¢ the comipany
Strength : Strength is an inherent g ﬂi Imlf:m network.
advantage over its competitors. Country-w ide distribt
Hindustan Unilever Limited, or const
T i b
Weakness » A weakness is an inherent liptanon qkness
e ; , g Wi
-!iil'dlli‘gif diﬁ-ﬂd‘l'ﬂﬂiﬂge:i for it |~um||:-' fend 18 fodoy @ l conditi
Opportunity : An opportumty 18 & “”mu.mh E, ric liberalisation afc
environment which enables it to strength its positien. S wmnee, lelecommumicalion s
an opportunity to companics which want (o enter hanking, nsub .
: : s i the company s €
Threat : A threat IS an mIﬂFDUTﬂbIE Eﬂ'l'l.-d.ltli}n in the L[linE"ﬂﬂﬂl 0T |'|rbr.lr
causes a damage or risk to its position. Competition B

Indian firms.
SWOT analysis is helpful n
the opportunities and neutralise the thre

hich it can use 10 gain sty

for example, 15 a streng|

raint ol the company which
o Rehance Industries
on in the company s

|f.'||l!".|=|..||| T o

clernal environment |

ONS IS B hres

f an effective SrAICEY that can capit

the formulation © fect
ats faced by an organisation.

SWOT Analysis of Hindustan Unilever Ltd. (HUL)

Strengths
e a strong brand portfolio

e consumer understanding
e R & D ability

e distribution reach

» high quality manpower

Weaknesses
e increase consumer spends on education, consumer durable, enterfainment, travel, o

resulting in lower share of wallet for FMCG
e limited success in changing the cating habits of people
» complex supply chain configuration
s unwieldy number of stock keeping units (SKUs)
e dispersed manufacturing locations
Opportunities
& increased penetration especially in rural areas
s hrand growth through increased consumption depth
e frequency of usage across all categories
e upgrading consumers through innovation to new levels of quality and performance
. Em“gmﬂ mdm trade to be effectively used for introduction of more upscale personal
care products,
s growing consumplion in out of home categories
Threats |
o Jow-priced competition
e spurious/counterfeit products in rural arcas
o changes in fiscal benefits
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Business Environmient 19

1.5.2 Importance of SWOT Analysis : SWOT analysis is a very useful technigue for analysing
and understanding the business environment. Its main merits are as follows
|. It 15 very simple (o understand, prepare and use.
It provides a comprehensive picture of all the components of business envIFORMED
[t 15 inexpensive.
It does not require much time.
It is quite flexible and can be applied in all types of business enterprses
It serves as the basis for strategy making.

el L

SUMMARY

MEANING : Business environment is the aggregate of all ine factors, forces and instiubons
that influence the working and performance of a business enterpnse.

FEATURES : Dynamic, relative, inferralated, complex, uncertain, lotality of intemal and
external forces, general and specific forces, universality and vanous stakeholders.
IMPORTANCE : First mover advantage, early warning signals, business siraleges.
competitive advaniage, customer needs and confidence, public image, coping with change
and keeping pace with consumerism.

DIMENSIONS : Economic, social and cultural, political and legal, technological
international.

SWOT ANALYSIS : Analysis of the Strengths (S), Weaknesses (W), Opportunities (O) and
Threats (T) of an organisation. SWOT analysis is simple, inexpensive, comprehensive, [me
saving and flexible tool.

ang

EXERCISES

Short Answer Type Questions
1. Define the term ‘Business Environment’.
2 \What iz meant by 'Stakeholders™
Expand the acronym 'SWOT'.
"Business environment includes both general and specific forces.” Commeant.
List four dimensions of business environment.
Why is business environment called 'Dynamic'?
7. *The understanding of business environment provides a first mover advantage.” Elucidate,

i LA

Long Answer Type Questions
1. What is meant by Business Environment? Explain its main fealures.

2, Explain by giving any eight reasons why business firms need to understand their business
environment.

3, Describe by giving sutable examples any four dimensions of business environment.

4. What is SWOT Analysis? Give the SWOT analysis of a company with which you are familiar.
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24 Meaning and Definition of Entrepreneur
2.2 Types of Entrepreneurs
2.3 Meaning and Definition of

5.4 Characteristics of Entrepreneurship
2.5 Meaning and Definition of Intrapreneurship

2.6 Charactenstics of Intrapreneurship ”
2.7 Difference between Entrepreneurship and Intrapreneursnip

2.8 Meaning and Definition of Enterprise
2.9 Steps in Sefting up An Enterprise
2.10 Meaning of start up Business ;
¢ Summary ¢ Exercises ¢ Question Bank

Entrepreneurship

llenging subject. The word 'entrepreneur’ first appeared
leaders of military expeditions and civil engincenng
5 the first person to use the term ‘entreprencur

Entreprencurship is an interesting and cha
in the French language and was applied to
Richard Cantillon, an Irnshman living in France, wa
to refer to economic activiiies.

2.1 MEANING AND DEFINITION OF ENTREPRENEUR

Meaning : An entrepreneur is one who undertakes an enterprise. Undertaking an enterpnse
involves combining labour, capital and other inputs to produce andfor sell a product or service. An
entrepreneur introduces some innovation, assembles resources to execute it and bears calculated nsk
An entrepreneur may be an individual or a group of individuals who recognises an opportunity,
Igalrhers the resources needed to expleit the opportunity and assumes the nisk imvolved. An entrepr::ncﬁr
initiates, organises and controls the affairs of an enterprise to supply products, services or ideas

Innovating, nisk bearing and organising are the main functions of an entrepreneur o

Definitions of Entrepreneur

An entreprencur 15 Y - ; -
combine rﬁmf into o im’jcﬂr HfE m;; H’i‘m buys means of production at certain prices in order 1o
which he commits .&imp It ;'m € Is going lo sell at prices that are uncertain at the moment ut

; 5e : 1
If to his costs. For example, a farmer pays out contrgetual incomes which

are certain to the landlords and labourers, and sells at prices that are .
uncertain. "

“An Eﬂﬁpmnm}' is the economic ﬂgﬂ'ﬂf wWikia it all o = Ri‘fﬁﬂrﬂ Cﬂﬂﬂiﬂﬂ

the one, the capital or land of the oth
er and whe finds i
. 93 in the value of products which result from

Scanned with CamScanner

eans of production — the labour of

-



Scanned with CamScanner




-

14 ISC Business Studi,,
= e — T _,:'I-
A Narayan, an 11T Chennai Alumnus created a communication gevice tnal convered (i,
s Sk 4 - SR =l
muscle MOVEments ['head of ﬁﬂgﬁr MmOVEmEnLs ) mild j]_'lLLL-iJ. He launched [nv CO | .

to produce and sell the device. Similarly, Vijay Sekhar Sharma launched Paytm, o
payment syslem,

Innovative entreprenenrs are more common in developed countries, There 35 dearth of g
entreprensurs in underdeveloped countries, Such entrepreneurs emerge only when the couyg,
has achieved 4 certain level of development and people look forward to change and progee,
Several graduates from I1Ts and IIMs are emerging as mpovative entrepreneurs in India

Imitating or Adoptive Entreprencurs : This typs of entrepreneurs adopt or mmilate succesyfy|
innovations created by innovative entrepreneurs. They imijtate the technology and systen,

of others. For example, Sachin Bansal and Binny Bansal launiched Flipkart, an e-commerce
firm on the linzs of Amaron of USA.

Ammtative entrepreneurs are more common in less developed countries. They imitate the
technelogy and business models of lirms in advanced countries, There is a need (o adjus
and adopl new technologies to the special needs and conditions of developing nations. As
compared o innovative enlrcpreneurs, the imitative entréprencurs face less risk. The former
15 & creator while the later is an adopter. Tmitatjve ¢oitreprencurs play an important role in

countries having limited resources. They make modifications to innovations of innovative
Snirepreneurs.

Fabian Entreprenenrs : The entreprencurs of this type are very cautious and skeptical while
prachising any change. They have neither the will to introduce something new por the desire
fo Imitate mnovations of others, Fabian cntrepreneurs are shy and lazy. They are not willing
10 take risk and follow the foatsteps of their predecessars | Customs, traditions, religion and
past practives dominate their dealings, Mom and Pop stores are largely fabizn ETitTeprencurs,

_ Drone Entreprencurs ; These entreprenenrs refuse (v sdopt and use epportunitics to carmy oul
changes i production and distribution. Such entreprencurs may even suffer losses due (o their
inertis and stubborm nature, They are laggards hecause they cantinue to aperate in traditignal
ways and resist changes. They are pushed out of the market when their products/seryices
lose murketability and their operations become uneconomical, Several Tndian enfreprenenrs
wound up their businesses as they {ailed to face the challenges created by Liberalisation,
Erivatisation and Globalisation (LPG) which began in 1991, Most of the texiile factories in
Mumbai closed down because they did not moderse their plant and machinery and did not
respand to changing needs and prﬁfm:n;es of consumers, DCM Data Products was ane of
the earlizst computer Grms in India, But it could not survive due 1o the failure 1o keep pace
with changes in imformation technology. Infosys Technplogies beeame 5 leading information
technology company while Patni computers suffered sven though Infosys was launched hy
former employees of Patmi computers,

2.3 MEANING AND DEFINITION OF ENTREPRENEURSHIP

The word “entreprensurship’ has heen derived from French root which mcans te ‘undertaks’
Entreprenenrship is the provess of und-crt_akmg 4T CCOHIOMIC activity that involves osk. [ comsists
minning an cnterpose, 1 invalves innovating, organising and coordinating.
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DEFINITIONS GF ENTREPRENEURSHIP
“Entreprenentyhip s the fiunction of weeking imvesoment dnd production opporiunity, organising
an eiterprise 1o underioke o new praduciion process, raising capital, hiving labowr, arrasging ihe

o A ) A T . - I - : ) -
vy aff raw materials, Sinding Fite, mtroducing a rew fechnigue and seleciing top managers af
— B. Hrggins

.é_:m're'pmnem'.h’u;ﬂ

the enterprise
Entreprencurship 15 the altempt to create value Boough recognition of business opporieity,
the management af risk-taking apprapiaie to the oppociunity, and through e communicelive and

minagement siills 1o mobilise huwman, finaneial and material vesources necessary 1o bring a project

to fruition. " — Jotin Kao and Howard Stevenson

o s ; A, NS, : Foall Jriyre
En fF'EFJ-"T'TJ'fI‘.".'[l'?’TliI”F 5 fﬁfﬁﬂ!l}’{)ﬁe‘ﬁ;! ﬂfi"ﬂ..'r{'r .r}_lfﬂl-_r” imeireldual ara Fraug ,:-;_II' LSRG ted indi '.-'.'.".I'ln'h:l'lr.'i,

undertaken fo initiote, maintain or aggrandise profit by production or disteiburion of ecenomic goods
— A H Cole

and services, "
ii -, . n - - o [ 1 . r
Enmveprenewrsiip iv the ability 1o create and build something from practically nothing. 1
ivolves inftiating and building an enterprise .. _ It iv the knack for sensing an opportunity where
others see chaos, wind corfusion. ft iv the know how to find marshall and contral resouwrces and fo
malke sure the venture does not yun oul ;g,."' monrey when it is needed mose '— Jgﬁrﬂjl A, Triimians

“Enlreprencurship I3 any aitempl ar rew business or new venfwre creation, such ds seif-

employment, a new busingsy orpandsation, or the expansion of an existing business, by an dividual,
a team of individuals, or an establivhed business.” — The Global Entreprencurship Moniior

2.4 CHARACTERISTICS OF ENTREPRENEURSHIP

The main characteristics of entrepreneurship ate as follows.
1. Economic Activity : Cofrepreneurship imvolves the creation and operation of an enterprise
Therefore, it i5 essentially an sconomic activity. It involves creation of value or wealth.
Creative Activity : Entrepreneurship involves innovation or introdoction of semething new.
It is o creative response to the environment. An entrcprencur recognises the need for change
and initiates it. He does things in new and betler ways.
Dynamic Process ; Entrepreneurship thnves on the changing environment which brings new
opportunitics for business. Flexibility is the hallmark of a successful entrepreneur.
Purposeful Activity : Entrepreneurship is the purposeful activity of an individual or a group
of individuals who seek to earn profits through the production and distribution of economic

poods and services.
Risk Elemeni : Entrepreneurship make decisions i the face of uncertamnty. Therefore, risk

is an inherent and inseparable elcment of entreprencurship. An eaterprise is undertaken for

profits but there is every possinhity of loss.
Organisation Building : An eﬁfreprenew assembles and coordinates other factors of

2

3.

b.
production, f.e, land, labour and capital. Managerial skills and leadership are other very
important facets of entrepreneurship.

7. Gap Filling Functien : It is the job of an entreprencor to fill the gaps between needs and

poods and services. He has to complete the inpuls and provide the knowledge about the
production process.
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i ik i ' - 15 both #0 arl as well as 3
Phus, entrepreneurship is a multi-dimensicnal concepl. H. Jh-ﬂr[h c-:l -
- . . i are vare fow principles or ground rules that
But it is more of an art than a science. There are very feW prificipies © hj:- h entrepren
: , . : L moahich enlreprensur
the creation and rumning of business enterprises. The environment “f' : b . ;
: 5 : : e ahility of the entreprencur |
is very heterogenecns and dynamic. Success depends on the ability e ] ,J_ ¢ ’u ailbe
: ’ G wulait the environmental changes. Fa
the future correctly and to take cilective measures fo exploit the envi nnTtFﬂ; R AR
cucumstances and backpround of the person, however, influence success or lature 10 som
Table 2.2 : Entrepreneur and Entreprencurship

Entrepreneur Refers to | Entrepreneurship Refers to |

Visualizer Vision
Chrpardser Organisimg
Initiator Initiative
Innovator lnmovation
Imitaror Imitaiion |
Miotivator Muotivation
Planner Planning
Decision-maker Decision-rmaking
Bisk-bearing

Risk-bearer I

2.5 MEANING AND DEFINITION OF INTRAPRENEURSHIP

Gitford Pinchor U wrote his famous book Intrapreneuring in 1983, He used the
intrapreneur o refer (o the persen who is 4 seniar manager moa big company but funchons 11
an entreprencur. He is the head of a semi-autlonomous division. He i cmpowered to discover an:
execule inngvative husiness ideas within the corperate framework or a Strategic Business Unit (SRI
He takes personal responsibility for pursiing the idea and executing it. The company provides hm
the necessary freedom, funds and ofher resources to introduce new products, services, processes, o

Several seniar exceutives of big companies left their well paid jobs to start their own enterpris:
because they were not given the autherity and resources (o pursue their innovarive 1deas or dream:
They are driven mare by the desire for achievement than by monetary gain. The emterprises launche
by them in some cases posed & serious threat to the enterprises they left, 2

Several corporations adopted the mactice of intrapreneurship to retain’ these ercative lo

Bl

exccutives. For example, the Intemational Business Machines (TBM) created Independent Busines

Units (IBUs). Lach IBU is promoted and mun by an mtrapreneur. Jack Welsch, the former chainm
of General Electiic (GE) TUSA said that the key to allure intraprencurs s 1o Igix':: them a ~;=-1~:c.-
ownership and create an environment that Eneourages risk taking and tolerates failures oy

: Jlnrmpr&umm.hip i the process of discovering and exploiting business opportunities within =
existing company. Il mvolves launching tiew business ventures within the framework of 3 presc
corporation, Tntraprencurship is also known as corperate entreprenenrship or corporate u-rrm.mn-.‘
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2.6 CHARACTERISTICS OF INTRAPRENEURSHIP

The main characlenstics of intrapreneurship are as follows

he ['“rpﬂr"tETFm_mE“'“fk : Intrapreneurship oecurs within the framework af an
i Sl h‘? intrapreneur is given the charge of discoverng and exploting !
opporminiies in an already functioning large and diversified corporation

3 .'.;'&-ETI.'Il-AIItl]l'II'I]l'I'l[I'.llE : Intrapreneurship involves creating and nuriunng o semn-smlon
business unit which may be a subsidiary, 8 strilepic business unit or a4 division

Ll

Lack of Ownership : The inraprencur is not the owner of the unit he creates and nurts
In some cases he may he glven some stake in the equity of the compnny

4. Senior Position ; An intrapreneur occupies a senior managerial posinon in the company. 1
may be a divisional head or chief executive officer

|| i

3. _I-““’ Risk Taking : An intrapreneur does not bear the full risk of faslure. He may fose 10
Job and his image in the industry may suffer but financial loss s not catastrophic

6. Not Own Bess : An intraprencur is not his own boss in legal terms. He enjoys lresdonm snd
gel the required resources and support, But he is accountable to the owner | promoter of 10
COMpany.

Tahle 2.3 : Distinction between Entreprencurship and Management

Basis of Distinction Entrepreneurship Management
|. Venture creation Tt is the process of setting up an | It is the process of runmng an
elterprisc | existing enterprise
2. Risk taking It involyes a higher degree of |1t involves less nsk as o
tisk a3 an entreprenéur is self- | manager is emploved and gets
employed regular salary
3. Innevation Entrepreneurship involves Innovation 1s nol an essential
mnovation parl of management
4, Reward Profits are the reward of Salary is the reward of .
entreprenenrship managemen
. ; ; - |
5. Status Entrepreneurship enjoys a higher | Management 15 not job creator
status as it 15 job-greator to the extent of entreprencurship

27 DIEEERENCES BETWEEN ENTREPRENEURSHIP AND INTRAPRENEURSHIP
The functions invelved in both entrepreneurship and intraprencurship are by and large stmilas
However, there are several differences between the rwo,

1. Independence : Entreprencurship is a fully independent enterprise. On the other hand,
intrapreneurship is dependent on the pramaters/owners of the corporation.

2. Capital Investment : Entreprencurship involves investment of own capital and rmsing capital
from ofher sources. On the contrary, intraprencurship does not involve investren: of own
capital by the intrapraneur. He is also not responsible for raising capital from others.
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(i) Every enterprise mukes i ﬂﬂ.L i pmcurum:.:m & ﬂwjﬁ.e wpes
s i ::E .'sl CDI]IFTJI'IM:'D h::.lv.r'u-;:n s costs (inpuis) and gawns fmppuﬁ_l.
s impf;ﬁ;. ';h1:1 .muqu wave aufficient ij.le:J]'lt‘.-I[]}' fo fake Elpp|-f:-|:‘_|nﬂ.[-.'.“ achons e

. : € success of the enterprise.

(%) An enterprise is a continuing entity, It is not an ad koe effort to produce a single produc
but rather & recurring effort to produce a stream of products, Seme firms may go oul af
humulelss afler a single transaction. But this is due to failure of management or unforeseen
conditions and not a planned or desired outcome.

To conclude, enterprizse 18 an undertaking involving some cconomic activity, parti-;;u]al'l‘;' a4 new
q.lmugh nn-t_ necessarily an unknewn activity, It may or may not imvolve an mnovation. It always
invoelves risk taking, several factors internal and external to the business world. Some of thesc
factors may he under the control of the entmeprencur, But most of the factors are beyond gontrol. [n
the modemn business world enviranment bas became the decisive factor not enly for cntering it
buziness but also for survival and gmwlh of business. Entreprensurs and managers ry 1o froniior
and cope with business environment through technigues like business forecasting, SWOT analysis,
contmegency plannimg, cle,

2.9 STEPS IN SETTING UP AN ENTERPRISE

An entreprencur has to take several decisions in oxder ta establish an enterprise. Such decisions
are known as entreprencurial decisions. Entrepreneurial decisions are required to tackle the problems
of launching 4 new enterprise, A profmoter or &nireprencur who wants to eslablish a new business
enterprise has to take the following decisions.

1. Selecting the Line of Business : The first procedural decision invalved 1n setting up & fiew
enlerprise is to sclect the natire and type ol business, The cntreprencal has to decide the
line of business in terms of industrial, trading or service. Then he has w sclect the types
of poods and services he will produce or distribute. He has to consider several factors,
ez, nature and sourve of Taw materials, type of technology to be used, source of supply,
distribution policy, ete. After deciding the nature of business activity, the prometer has o
analvse and forecast the profitability of ihe proposed business on the hasis of probable
-u}pcr-ating costs and sales revenues. (perating cosls imply cost of procuring different inpuls
whilc sales revenue depends upon the size of the market, probable market share of the
propesed undertaking, expecied growth of wial matket, sales efforts and policies, etc. A
arket survey may be carried oul 10 cutimate these factors. Marketing research may be
cartied out o ascertain the number, location, needs, ete. of consumers. Then 2 produc)
anabvsis is made to determine the design, quality and style of the product (o be manufactured.
ﬂecisinns regarding product desien, pricing policy. distribution channel and publicity should
be made from the viewpoint of prospective customers.

While selecting the line of husiness, a pumber of eriletia or factors l‘.I'IUHIIh'E kepl 10 view.
Fipst. the expected rale of return must be fair keeping in view the risks |.:|'|‘-'n%‘-'q‘:|i. and the
amount of imvestment required in the enterprise. Secondly, the degree of nik imeolved
<hould be such that the entreprofetr iz willing and able 1o undertake. Thirdly, the line ol
business chosen tmust be wechnically feasible, Le: the requirements of finance, technology.
skills, tabour and materials, should be within the reach of the promoter. The promoter may
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'i'llt’r:p':n'f i "'*"“1[11"-‘|‘4':I'I.~al'uu reporl L'HILI:Ii!IIHH the conclusions of all s analvsis Such o i,
5 called project report or feasibility report,
Deciding Size of the Unit : Determination of the size of the firm or scale of Operys:
s an important decision in the establishment of o new enlerprise. An attempi -.,-,._.Lll
made 1o achieve the size at which the average cost per umit s minomum. o athe Woryg
the entrepreneur should aim at the optimum size keeping m view the extent of g,
technique of production, nature of the product, avatlability of finance. compeiy,
management, et¢, Large scale operations offer several economies ol scale but require |
L‘:lrl-liﬂ] ill‘.-'l;}:-‘.l.||'|_|:11,| ancl experl |]1ﬂn;1.g¢_~.ri,;.1| skills, Where the risks mnvolved are |]I:-.'|| OF & e
idea 15 1o be tied, it 18 eften preferable 1o start with a small size and 1o expand 1he |
cradually, According to Shubin, "The initial size of the establishment must be baceg
Judicious sales estimates. With accurate sales estimate the firm can avoid investing i
establishment that is too large and expensive to be profitable at the outsel but can seler
slze sufficiently large to take care of the initial sales and their expected increase duning |
veurs immediately ahead." However, the initial size of the enterprise can be large provid.
the entrepreneur is uble and willing to afford the capital required and the risks invalve
A carelul analvsis and reconciliation of technical, managerial, financial, markel and suc
other factors should be made to determine the size of the firm.

. Choosing the Form of Ownership : The choice of the form of ownership determines 1

-

division of profits, authority and liability of owner(s), continuity of business, translerabilit
of mterest, ete, A business enterprise may be organised in three forms, namely, sol
proprietorship, partmerhsip and joint stock company. The choice of the form of ownershy,
depends on several factors such as the nature and size of the business, degree of risk
lality, continuity of busingss, capital and managerial requirements, tax burden. legs
tormalities, etc. A pood form of ownership should be easy to form, simple 1o operalc
durable, flexible, free from heavy taxation and legal requirements, ete. In some cases, the
lform of ewnership may be preseribed by law, For instance, banking and insurance busine
can be carried on only in the form of a joint steck company.
Locating the Appropriate Site : The location of a business firm i5 an important decisio
as it influences the costs, profitability and growth of the enterprise. Maoreover, once the i,
15 selected, it is very difficult fo change it. An untavourable location may restrict the growt
of the firm in addition to higher costs. The objective of location decision is to find ot th
optimum location so that the per unit costs of production and distribution are the lowes
possible. Location is a three-stage process as it involves not only the selection of the regio
but choice of locality and selection of the site. Region is selected on the basis of acces
o raw materials and markets, availability of labour, transportation, and banking facilities
Choice of locality or communily is governed by local attitudes, managerial preferences
public facilities, climate, availability of sile, financial inducements, ete. Selection of the
site depends on cost of land, soil and surface, development costs, ete.
Financing the Proposition : Proper planning and control of finances 15 essential to succss:
in husiness, Adequate funds must be provided at the right time for the start and contmully
Financial planning mvolves advance decisions in the following areas of business fmance.
{a) Determination of the total amount of capital required for the business, keepmz m ‘~'ife_'“
the cost of establishing the business (promotional expenses); costs of fixed assets B
land. building, plant, machinery, furniture and fixtures, ele, (fixed capial); cost o
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current assets like stock of raw materials, cash, debtors inventory, ete. (working cap: fal )
and other operating costs. While estimating capital requirements, the present a5 well as
future needs for expansion, modernisation, diversification, etc. should be considered. A
proper amount of capiialisation should be fixed.

{b] DE“?]de sources of finance : The form and composition of the secunlies which are o
be issued 10 raise the estimated capital are decided. The sources af finance have 1o be
seftled in terms of ownership securities and creditorship securities, This 15 the problem
of deciding an appropriate capiial slructure,

{c] Deciding the time, price and method of marketng securities.

(d) Administration of funds.

6. Provision of Physical Facilities : An important decision in launching a nesw enlerprize &
the selection of machines, equipments, plant, buildings, and other physical facilities. Th
nature and quantum of physical lacilities depend upon the size of the firm (large, medimm
a:nd small}. nature of the business (manufacturing, trading or seTvice), process of production
(capital-intensive or labour-intensive), the availability of funds, etc, In the selection ol 2
particular machine or equipment the relative cost and productivity, availahility of repairs
and maintenance services and spare parts, skills of workers, etec. should be made 1o Improve
productivity and to reduce costs vather than in the name of modernity alone. The alternative
source of supply of physical fucilities should be considered,

7. Plant Layout : After selecting the machinery and eguipment, it is necessary 10 arranz
them i an efficicnl manner. Arrangement of physical facilities in the plant is known 2
plant layout. Gond layaut is essential for efficient and seanomical operations. An efficient
Jayout helps to reduce the costs of material handling, mventory, space. ete. The layout should
he such that it results in the optunum ulilisation of machines, cquipment, work force and
space. Machinery and equipment should be placed in 4 proper ssquence so as 1o permil
a smooth low of materials through the necessary operations and in the most direct way
possible. The layout chould be flexible enough to adapt itself to changing conditions ol
husiness. Backhandling of materials and other bottlenecks and delays in produchion process
pnst be kept to minimum, The Gype or paitern af plant fayout depends upon the nature of
production system, space available, volume of output, types of equipment, ete.

%. Internal Organisation : Anether importan managerial decision in the establishment oof 4 new
bigsiness enterprise is the creation and develuptnent of an internal structure. Work 15 divided
among departments like production, marketing. finance, personnel, et and arrangements
ape made for coordination among these various departments. An efficient network of
authority-responsibility relationships needs to be created for successful operations. Intermal
prgamisation 15 4 structural framework consisting of autharity-responsibility n:.]am:.-nﬁhm&
among the metmbers of the enterptise. 1t defines the official channels of communication and
repoThing relationships, fe., who 13 reapomsible to whom. Ina _!arg_:: enterprise, the ﬂufihurn"_-r'-
respansibility relationships are depicted formally on an 'orgamsanon chart. A sound intenal
arpanigation facilitates officient operations, avoids duplication of work, promotes II1L'..'.1IH|
cooperatien and oordination. and facilitates expansion and growth of husiness. it pi_'ﬂﬂ-:i;:s
e arteries and nerves through which the organisation members commumieale with ane
another. Creation of a sound internal structure involves problems like departmeniation.,

delegation, decentralisation. span al control, ete.
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9. Acquiring the Required Human Resourees : -Flh:hSE:]tiurn:[:l el S WJ_L:;J‘I';I'%J-. il
people or employees to perform differen! jobE .l.”. kruwn it man]:rwer planning or p, .II"
forecasting of the number and type of employees 18 F t and motivation of the ol
resource planning, Afler s, the procuremen’ dﬂmlupm.h-]]h e ahill, ity
managers and workers hecomes necessary. Persons Wit TEQUITEE =RTS, AFTUAE any

: : o carsonnel are employed and plag,
experience must be recruited and selected. Once the pers el 4o
: : ; eation and non-fingneial ncentive,
jobs, they must be motivated (through propee compensatie” ¢ of organisation obiec Bl
make their best possible contribution fpwards the accomplishment ol OTEARISELIT BUIECy,
Plans are prepared for all these activities al this stage. e

10. Compliance with Statutory Requirements T!JE:_ new ""3”?"1”: T'ﬁ”’t wm_pljl': With 4|
the preseribed statutory conditions such a5 registration, licensing, hﬂ;nfg m]t."]h ¥ T
recopnised stock exchange, constitution of the Board of D{rtct::rs, filing r1:. prescrineg
documents, obtaining no objzction certificate from the Pollution Cn_mmf] Ak ﬂl?'

11. Launching the Enterprise : The completion of physical, c-rrgmubaht:rnla! Hndrﬁ’:“m"ﬂ
aspects leads ultimately to the actual launching of the SNLETPTISE. R dUIEIR ©] Tedtine
materials, machinery, money, workers and managerial ability, start :f'f production g
advertising of products, ete. are functions performed at this stage. ,_-‘-.I:;cnrdmg te Shubin, “T
firm 15 launched by assembling and organising the physical facilines, dﬁ‘fﬂl‘-’PF”E apetation
and production processes, advertising its product and initiating @ sales promoton campaig
recruiting Jabour and sceumulating inventorics,”

2.10 START UP BUSINESS

A new venture goes through three specific phases — pre-start up, sttt up and post start up. Tk
pre-start wp phase begins with a business idea and ends when the doors are opened for busines:
The start up phase starts when sales activity is initiated and ends wher the business 15 finzll
cstahlished and is beyond shorl rus threats to survival. The post start up phase lasts until the ventun
15 terminatad or sold away.

The main focus during the pre-start up and start up phases are on

(1) the relative unigqueness of the new venture;

{if) the investment size at starl up;

(i) the expected growth of siles and profits as the venture moves through its start up phase:
(iv) the availability of productsiservices during the start up phase; and

(v] the availability of customers.

Start up business means an enterprise which has @ formal business plan, searches lor capita
develaps a managerial team and begins sclling its initial product or service. [n @ start up busines
the founder(s) is normally invelved in every aspect af the day-to-day life of the business. Then
are no or very lew written rules or procedunes. The main goal {5 to get off to a good start and
gain momenium in the market place. The main challenge before a slart up is to cnsure the initial
praductiservice is right and to lay the groundwork for growth. [t is important to nat rash things @
hecotne impatient.

Figure 2.2 describes the slages commen to the life cycles of cnirepreneurial companies. [t shows
ihe relatively predictable progression ol the small business, The firm begins with the birth siag
_ where the entrepréneur S rerfes to gel the new venturc established and survive leng enough I
geul the viabiline of the underlying business model in the marketplace. The firm then passes inlo the
hreakthoueh staze — whete the husmess model hegins o work well, growth is cxperienced, and the

————_ﬂ
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. cliar ; :
inlﬁlz:;lf_h?,;,;:i.l:srg;:nlfull%]Sxt'm}‘:‘“f‘“ﬂl F"I"Ef?ﬂiﬁn expands significantly. Next comes the maturily stage
also facing continuing mang rIJ:-T:_I:I:lLL'; -Tﬂe advﬁmiag-::!-; ult' rarkel SUQFE.;R and I'mam'i;:d stability, while
e f:.1 t challenges ol remmalng competitive 1n a changing enviFonment.
. ; el i sontrol and management dilemmas when their fisms experience growih,
mcluding possible diversification or global. -

&Fﬂgﬁ—_ Breakthrough Stage Vaturity Singe
; l:‘s[ﬂlfj]mhjnﬂ the firm - Working on finances « Refining the stralegy
: l;;f;'j';i iﬁilﬁ":ﬁ;‘ = Becoming profitable » Confinuing growth
' ¥ s Linowing o Managing for success
Fighting for existence Coping with groeth [vesting wisely
i surrvid and wkeafl el .i!.i.'_‘l-.'-'i.g flex ible

Fig. 2.2 : Stages in the life cycle of an entrepreneurial firm

SUMMARY | -

ENTREFRENEUR : A persan or group of persons who underakes an enterprise.
TYPES OF ENTREPRENEURS : Innovative, Imitative, Fabian and Drong,
ENTREPRENEURSHIP : The process of launching an enterprise.
CHARACTERISTICS : Economic activity, creative, purposeful, dynamic, rick elem
organisation building and gap filling function.

INTRAPRENEURSHIP : Entrepreneurial actvity within an existing company.
CHARACTERISTICS OF INTRAPRENELURSHIP : Goorporaie framework, semi-autonomaus,
tack of ownership, senior position, low risk taking, not own Doss.

ENTREPRENEURSHIP V5. INTRAPRENEURSHIP : Independence, capital investment, risk
bearing, framemwark, ownership, reward.
ENTERPRISE : An undertaking that Carres
and involves risk. May or may not be a leg

STEPS IN SETTING UP AN ENTERPRISE : Selscting the line ot business, choosing the form
of ownership, locating the unit, financing the venture, physical facilities and layout, acquirng
human resources, complying with the statutary requirements, launching the enrterprise.

START-UP BUSINESS : A new entamrise which has Just started its business operations.

enl,

on soma economic activity, requires investment
al eniity or incorporatediregisierad.

EXERCISES

Short Answer Type Questions
1. Define the term Entreprensll
2 Define Entreprenaurship.

3. Define Intraprenaurship.
4. Define the tenm ‘Enterprise.
5. What is a start Up Business?
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Long Answer Type Questions

ny Clarence Danhof
Explain the types of entrepreneurs as suggested DY

1 ;
2. Discuss the characteristics of enlrEP'E'“E”r:!“F"
. - it intrapraneursnip. _
3. Explain the charactetistics of Intrap s R
4. Differentiate between Entrepreneurship an g
5, Explain the steps involved in setting up an enterpnse.
6. Distinguish between :
{a) Entrepreneur and Manager
(&) Entreprenaurship and Management
(c) Entrepreneur and ntraprenaur | o L.
7. "Tne setting up a new busingss enterprise is in many WRYS, 'lkﬂt trh?'i Ef:;;f" O & chilg
in this cortext the steps involved in starting a new husiness enterprise,

L)

GQUESTION BANK —

"An entrepreneur is an Independent owner whereas an intrapreneur is depender, |
the owner." Explain.

Q..

Ans. An entreprenaur either stars a new enterprise of inherits/buys an existing enterprise. Trow.
he is the awner and indepenadant ta Cary on business. On the other hand, an intraprenc,
4 sefior manager in an existing company. He is given the authority and resources o o
exploil new business oppertunities. He is dapendent on the founderfowner of the comos ,

0.2, "Entrepreneurship and intrapreneurship are not mutually exclusive but dependent o
each other for the ecoanomic development of a country.” Explain,

Ans. Entreprencurship is essantial for Intraprenaurship to thrive. Only a well-established and 2
Lompany can provide the environment required for the emergence of intrapreneurs. Sirmilz
Intraprencurship makes entrepreneurship more sugcessfyl. Several businesses creater -
infrapreneurs have confribuled significantly to the success and growth of the parent busine:

Q.3. "Developing countries need initi trepreneurs.” Dg yo

agree? Give reasons In sUpport

Ans. Developing countrias are Usually short of advanced technology, capital resources and sour
industrial infrastructure, Mareaver. mast of the pecple have low nsk bearing capacity. Failure

igma is attached g those wha fail in their ventures, Therefor:
untries. Suech inikiati

fications in- existing Products, processes, efo. to syit oo
dernand.

ative rather than innovative en
of your answer,

This does: nol mean develaping countries do not need innovalive entreprenaurs. Innovatior
lead to breakthroughs and speed Up economic progress, Devaloping countries require [
progress and can gain a lat througy Innovative entrepreneurs, Such entrepreneurs bui'
business empires, wealth and acquire International reputation. Mew Qe entraprensyrs suc
25 Sunil MItal (Airtefl, Gautam Adani (Adani p ons), Rana Kapoor (Yes Bank], Vijay Sekks
sharma (Paytm), Sachin Bansal (Flipkat), Kunal Bapi [Snapdeal), Deep Kalra (Makemyt
SOMY. At eevenal oV nave SeRE Pibnaers, They have created immense wealth (-
themselves as well as for their country,

Thus, developing countrias need both imitative ANd Innovative antreprenaurs.

—
e
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