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An’ entreprencur perceives an opportunity for marketing a product or
service. Then he establishes a business unit on the basis of his/her perception.
Finally, he manages his enterprise expanding, growing or diversifying over a
period of time. lu order to establish an entreprencurial system, an
entrepreneur nceds to take the folle ing steps:

1. Searchfor business ideas

2. Process the ideas
3. Seléct the best idea
4. Asscihblesthe necessary inputs resources
5. [Establién'the Snterprise
Search for /Busintss Idea: The task of promotion begins with the
search for a suitable Musintss idea or opportunity. The idea may originate
from various source§ e.g, sficcess story of a friend or relative, demand for
certain products, chancef ofproducinga substitute for animported article,
visits to 'trade fairs and “exhibitionSystudy of project p-ofilesand industrial
potential surveys, meetings with/Government agencies, etc. The idea may
relate to the starting of a new busincss \, or to takeover of an existing
enferprise. The idea should be sound apd” Workable, so that it may be
exploited. It should yield a reasonable réturn gwinyestment and the one which
can be coverted into a business. The profnoter lias to be imaginatiye and
foresighted to discover a business idea. ]
| Sources of Ideas ; A businessidea may be discovered from the follow-
ing sources:
(i) Observing Markets : Careful obscrvation of markets can reveal a busi-
ness idea. Market surveys can also reveal the demand and supply position for
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various products. It is necessary to estimate future demand and to take into
account anticipated changes in fashions, income levels, technology, etc. In this
connection, it will be useful to ascertain whether the demand is elastic or
inelastic and whether the product is repeat purchase or not. Attempt should
be made to determine the trend of demand and the composition and pattern
of 'potential users of the product. A survey of the available channels of
distribution should also be made so that the selling campaign " can be
properly planned well in advance of the production. Advice of professional
experts like dealers, commercial consultants, bank managers, advertising agen-
cies may also be -obtained to supplement product analysis and market surveys.

Competition and price trends canalso be found through market surveys.
From the'data collected through market observation, one can identify the,
products/industries which are in demand and which require increase in supply.
A promoter can then find out the most profitable line of business. For exmple,
the scarcity of edible oil prompted many firms to enter into the produc-
tion/supply of edible oils in India.

(ii)) Prospective Consumers : Consumer knowns best what he wants and the
habits/tastes which are going to be popular in the near future, Contacts with
prospective consumers can also reveal the features that should be built into
a product/service. These days good business firms generally conduct a survey
among prospectivg”donsumers before choosing the product to be manufac-
tured. These firms Wlse conduct a market test of the prototype product before
launching it into'the inagkes, The customer is the foundation of a busincs_s and

\itis he who keepsit ghimg, _Therefore, data on consumer needs and preferen-
ces must be collected\nifially, Sinew enterprise should concentrate on onc or
a limited range of products.More products can be added to complete the line
later on as the business be€omesdvelhestablished.

(iii) Developments in other fiagiohs : People in underdeveloped countries
generally follow the fashion trenddof deygloped countries. For example, video,
washing machines, micro ovens, etc. wifich are now the ‘in things’ in India were
being used in the United States and Europe befdge the eighties. Therefore, an
entrepreneur can discover good business idegs Dy keeping in touch with
developments in advanced nations. Sometidfies, gfftfeprencurs visit foreign
countries in search of ideas for new products/pfocesses. Trade delegations
of wvarious chambers of commerce, etc. visit oridgn markets to explore
foreign collaborations and other types of business ideas.

(iv) Study of project profiles : Various Government and private agencies
publish periodic profiles of various projects and industries. These profiles
describe in detail the technical, financial and market requirements and
prevailing position. A careful scrutiny of such project profiles is very helpful
in choosing the line of business. Technical and other types of experts may be
employed to carry out a specialised study of project profiles and. to suggest
the most promosing projects/industries for further evaluations.
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(v) Govemment organisations : Several Government organisations
nowadays assist entrepreneurs in discovering and evaluating business ideas.
Development banks, state industrial development/investment corporations,
technical consultancy organisations, investment centres, export promotion
councils, etc. provide advice and assistance in technical, financial, marketing
and other areas of businesss. Government also identifies the priority sectors
for investment through five year plans, industrial policy resolutions and
guidelines for industry. In this connection government publications on trade
and industry can also be helpful in discovering business ideas. Items reserved
for small sector will also indicate the potential areas,

(vi) Trade Fairs and Exhibitions : National and international trade fairs are
a very good source of business ideas. At these fairs, producers and dealers 1n
the concerned industry put up their products for display and/or sale. A visit
to these fairs provides information about new products/machines. Negotiations
for the purchase, production, collaboration, dealership, etc. may also be made
at these fairs. ‘

Trade Fairs have now become a regular feature. The Trade Fair
Authority of India (TFAL) established in December 1976 iS the apex agency
for the organisation and control of trade fairs and exhibitions in India and
abroad. It periodically organises trade/industrial fairs at Pragati Maidan in
New Delhi. Trade fairs and exhibitions provide opportunities for.

(i) _AlsesSing the market trends in terms of demand potential and type of
productsgequired.

(ii) M€etifig.a large number of buyers from different States/countries.

(iii) Assessing the awitude of the competitors in a particular product or

marketing aregt

(iv) Comparing&he prife and quality of similar products.

(v) Establishing pedsonal contacts with dealers/importers/customers.

(vi) Projecting new idégs on coptiyercial publicity for promoting sales inthe

country and abroad.

In addition to the above, business ideas can be discovered from other
sources like a new invention awaiting copgfoeicial exploitation, an unexploited
resource, an unsatisfied demand, afi’ infegiomproduct, etc. For example,
housewives need a product that can tell fhem thy quantity of gas left in the
cylinder. But no such product is availablg in Jndia at the moment.

IDEA PROCESSING AND SELECTION

1. Preliminary Evaluation and Testing of Ideas : Once business ideas are
discoverd, screening and testing of these ideas is done. The following con-
siderations are significant in the evaluation and testing of business ideas.

(a) Technical feasibility : It refers to the possibility of producing the
product. Technical feasibility of an idea is judged in terms of availability of



e

ESTABLISHING ENTREPRENEURIAL SYSTEMS 1.7

necessary WCINOI?EY, machinery and equipment, labour skills and raw
materials. The advice and assistance of technical experts may be necessary 10
judge the technical feasibility of various business ideas.

(b) Ccl-mr.n'emial viability : A cost-benefit analysisis required to ascertain
the pfqﬁtab_lhty _of the ideas. An elaborate study of market conditions and
prevailing situation is made to assess the viability and proscpects of the
proposedl ijcct. This is known as feasibility study of the project. A number
of calculations have to made about the likely demand, expected sales volume,
selling pr ice, cost of production, break-even point, etc. The services of market
analysts, am:l financal experts may be necessary for this propose.

There isa difference between a business idea and a business opportunity. While
the idea for a product or service may be workable (technically feasibe), the
proposed business built on this maynot profitable. It is normal for an entreprencur
to have several ideas for business that have to be rejected before finding one that s
not only workable but worth while. In order to judge the workability and profitability
of the proposed business, feasibility analysis has to be conducted.

2. Detailed Analysis : After preliminary evaluation of the idea, the promis-
ing idea is subjected to a thorough analysis from all angles. Full investigation
iscarried out in the technical feasibility and economic viability of the proposed
project. Financial and managerial feasibility of the idea are tested. At this stage
a lot of information is required. Consultations with experts in various areas
of the indusify™may be necessary to carry out the detailed analysis. Due care
should b exercised at this stage because the idea is finally accepted or
rejected atthis stage. |

After the #valwatidn of a business idea is completed, the findings are
presented in the form of report known as ‘feasibility report’ or ‘project
report.’ This report helpgin the final selection of project. It is also uscful for
procuring licenses, finfince, et¢: from governmental agencics-

3. Idea Selection : T feaSibilityyreport is analysed to finally choose the
most promising idea. Generally, the following considerations influence the
selection of idea for a product or sgfvice :

(a) Products whose imports are banned or%estricted by the Government

(b) Products whichcan be exported eagily arid profitably

(c) Products whose demand exceeds their sugply sO that there exists ready
deamand.

(d) Productsin which the entreprencur has matteficuring and/or marketing
experience.

(¢) Parent ancillary relationships i.e, the product is to be manufactured
for a parent compancy.

(f) Products which showed high profitability.

(g) Products based on the expansion or diversification plans of existing
firms of the family/friends/relatives.
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(k) Products which ensured specific advantages. The advantages might
accrue because of the scale of the industry or the location of the factory
or technology of manufacture.

(i) Products favoured by the country’s industrialllicensing policy g,

() Products for which incentives and subsidies are available,

While considering these various factors—market, own's own experience,
policy and incentives —an entrepreneur would generally come across a mix of
some encouraging and some discouraging factors with reference to every product.
It therefore, becomes necessary to analyse and compare the pros and cons. A
sclection matrix may be prepared for this purpose. In the selection matrix given in
Table 5.1, a comparison is made between Project A and Project B.

Table 5.1 : Entrepreneurial Selection Matrix

Data Project A Project B
1. Product Priority industry Reserved for small
industry
2. Raw material required Imported Indigenous
3. Machinery Imported Indigenous
4. Market Defence Ministry Local
5. Technical Know how Foreign trained personnel  Indigenous
6. ati Free trade zone Backward area
7. High Low

droject Planning in Udai Pareck and T.V. Rao—Developing

ms, New Delhi, 1971, 16.
Many more 1eass ca dded for such comparison. The matrix indicates
the type of diverse datagfna to be collected for each project. It also
throws light on how each j hold out some encouraging and some

discouraging factors. The €ntreprendyrial selection needs to take all these
factors into account.
4. Input Requirements: ( ingthe Proposition) Once the promoter

is convinced of the feasibility and profitability o
necessary resources to launch the enterpri e Nas to choose partners/col-
laborators, collect the required finances and4cqui d buildings, plant and
machinery, furniture and fixtures, patents, empl etdd Decisions have (o be
made about the size, location, layout, etc. of the ent . The form of ownership
organisation has to be sclected. According to Shubin “the firm is lauched by
assembling and organising the physical facilities, developing operation and
production processes, advertising its product and initaiting a saless promotion
campaign, recruiting labour and accumulating inventories.”!

Assembling state isan important landmark in the entreprencur’s journey
to establishment of an enterprise. The main inputs required for lanching an
enterprise are as follows :

1. John A Shubin : Business Management, p. 55.
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1. Information and Intelligence : In the turbulcat business cavironment,
information and intelligence have become the key input in eatrepreacarial
success. An entrepreneur requires relevent data on the following aspects -

(a) Size and nature of demand for the product or scrvice

(b) Volume and sources of supply

(c) Price cost volume relationship

(d) Sources of raw material

(e) Type and suppliers of technology, machinery and cquipment

() Number and type of personnel required and their sources

(g) Amount and sources of funds required for the enterpriss

(h) Nature and degree of competition

() Government policies and regulations concerning the mdustry

(g) Export import conditions for the product/service. )

Every entrepreneur hasto develop a sound system for regatar, collccton,
procuring and dissemination ofthe required information. Such a system is called
management information system. A sound system supphics the right amount of
information at the right time to the right persons. The usc of computers helps o
improve the effectiveness of management information system.

2. Finance : Finance is the lifcblood of business and it serves as the
lubricant 'for the wheels of business machinery. A busincss enferpnsc requarss
finance for (fxe assets (fixed capital) as well as for current asscts (working
capital). {hery are two main methods for cstimating the funds requircd for
an enterprises

(i) Cost Theory ™ Uddler this method, financial requirements of am
enterprise are thé'ggregafe Of fixed assets, current assets, infangible asscis
like goodwill, cost of pyGmotingind establishing the business. The total outlay
incurred ‘on these items cogftiutes the capitalisation of the enterprisc. This
method is relatively simple and coliveniédt for a new enterprisc. But it may fail

, to reflect the earning power ol'the entCrpiise. Problems of over-caps .
' and undercapitalisation may arisc. '
(ii) Eamings Theory : In this method, the gipitalisation of a company s
) cqual to the capitalised value of its estimated carnings. If the average ansual
' net profits of a company arc estimated to be R0 Lkhs, and the return om
investment in the concerned industry is 25 per cent, the amount of funds tobe
raised would be Rs. 200 lakhs (50 lakhs x 100 over 25). This theory provides a
more realistic basis but there are problems in cosrect estimation of futere
carnings particularly for a new enterprise.

Once the amount of funds required are estimated, the eatreprencur has to
identify the sources from which the funds are to be raised. He bas also to decide
the relative proportion between the funds raised from different sources (eg,
Shares, debentures, loans, etc.). This decision is known as the capital struc-
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ture. It is a very crucial decision because it influences the real worth of th,
eaterprise and the return to the owners.

After deciding the capital structure, the funds are raised. Systems gy,
created for the efficient management and control of working capital ang
camings.

3. Personnel : People are the most valuable asset of an enterprise ang
this asset does not depreciate. An entrepreneur has to make the following
deasions concerning the personnel.

() Number of personnel required for management, technical and othe,

positions in the enterprise
(@) Qualitifations and experience required in the personnel to perform the
jobs effectively
(i)  Sources of recruitment form which the needed staff will be procurred
(w) Procedure and methods of selecting the best candidates
(v) Methods of orientation and training to be employed for the selected
personnel
(i) System and criteria for evaluating the performance of employees
(vii) Policies and procedures for the transfer and promotion of staff
(vii) Policies and methods for remunerating the personnel
(ix) Facilitics to be provided for the safety, health, welfare of the staff
(x) Partiipalion of personnel in the management of the enterprise.

Rewards aid” Mddvalion
The hardskips and risks which an entrepreneur faces are enormous. So are

the rewards and benefits/a suecessful entrepreneur can reap. The rewards of

eatreprenurial succesdincludé the following :
L Considerable wealth -

2. Prestige and status in\the socif(}
3. Economic independence afid power
4. Sense of achievement and pride
5. Satisfaction of providing employmgfit to6 others
6. Career for children
The factors that inspire people to beconig enlerpreneurs are many and
varicd. These factors include economic, social and psychological forces. These
motivating forces for enterprencurs have been described in detail in the
Role of Industrial Fairs
Industrial fairs are the fairs at which industrialists exhibit their products.

These fairs are organised at regional, national and international levels. A large
number of people from industry and trade visit these fairs. Such interaction
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INTRODUCTIO

Warren Buffer sa#€, “To
the quality of th&r ide

you generate a bunch of Ydeas eviluate them. At least some of them would
ose the one that seems the most
t it to a successful business. But

promising and carry out the plan to con
there are also the entrepreneurs who ha#€ de®ided which business to start. All
they have to do is decide on the detaifsuch e and location.

You do not have to come up with a totgdy new Wr unique business idea in
order to succeed. Most new enterprises are§imify to existing ones. You do not
have to do a different thing to succeed, may ou just have to do the same
things differently. I recall a private taxi owner who used to have daily newspa-
pers and a bunch of fresh flowers in his car first thing in the morning. Nice touch.
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Selecting a business can be done as haphazardly as tossing a coin or rolling a
dice. On the other hand, a team of consultants may be hired to thoroughly
analyse the situation and come up with recommendations. This book
recommends a path that is somewhat in between these extremes.

NEW BUSINESS IDEA

It is important to stress that though a new or revolutionary business idea is not
essential for new venture success, it helps. A new business idea greatly
enhances the chances of success. It is much more desirable to spend time in
devising a viable business plan around a new idea than to go about trying to do
the same kind of business others are engaged in.

According to Peter Drucker, “Innovation is the specific instrument of
entrepreneurs, the means by which they exploit change as an opportunity for a
different business.”

Creativity is all about thinking about new things, while innovation involves
doing new things. It is argued that entrepreneurship is building a business
around a new way of doing things. One can be creative by thinking differently
about existing prob]ems. and situations. A creative approach will ultimately lead

g, The ﬁrst mover in a market has a number of advantages
e first mover have a lot of advantages too.

* Has technologicgl” leership. It can also lead to cost advantages and
economies of @ale.
* (Can obtain and se arce resources before crowding.

* Can impose switchigg coSts onQuyers.

First mover’s disadvantages

The underlying business concept can
Others can try different resource com
* Investments in resolving problems,
¢ Inertia makes it difficult to abandon the s

eing the first but by doing
any and LN Mittal was

A lot many entrepreneurs have succeeded
it better. Microsoft was not the first software
certainly not the first steelmaker.
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Exhibit 2.1
de Bono’s Six Thinking Hats
This is adapted from the book The Six Thinking Hats by Edward de Bono. The
book talks about six metaphorical hats that a thinker can put on or take off to
indicate the type of thinking being used. This putting on and taking off is
essential. The author does not use the ‘hats’ to categorize individuals.

White Hat Thinking

This covers facts, figures, information needs, and gaps. The thinker is looking
at the database to build or refute an argument.

Red Hat Thinking

This covers intuition, feelings, and emotions. Usually, the feeling is genuine but
the logic is questionable. The red hat allows a thinker to put forward his/her
feelings on the subject.

Black Hat Thinking

This valuable hat is the hat of judgement and caution. The black hat is used to
logically point out why a suggestion does not fit the available facts or the system
in use. The black hat acts as the devil’s advocate.

and innovation. It presents an alternative way of
osals, interesting aspects, provocations, and

looking at the
changes.

Blue Hat Thinking
This is the overview or proces,

at the ‘thinking’ about the s
a point of time.

L]

ntrol hat. It looks not at the subject itself but
jject. This hegt decides which hat is to be put on at

PRE-SELECTION PROCESS

This refers to a set of activities one may e in before starting to look for
ideas. The objective is to have a clearer noti exactly what should you be
looking for. We will now discuss the various steps in the pre-selection process.
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Uncover Your Personal Traits

Take a close look at your personality. The kind of person you are, will go a long
way in determining which business is likely to suit you.

There are many who propound the theory that you need to be a certain kind
of person to be a successful entrepreneur. Typically, a successful entrepreneur
is supposed to be intelligent, hard working, organized, charismatic, gregari-
ous, risk taking, and above all a leader. There are very few entrepreneurs who
are all of the above and in fact, many would be well below average on most of
the above characteristics.

Identifying aspects of your personality is important to determine which sort
of business or activity is more suitable for you rather than to determine
whether you are likely to be a successful entrepreneur or not. Some of the
more important aspects you should be looking out for are discussed below.

1. Look at how much do you enjoy meeting other people. There are a num-
ber of businesses that require people to be in touch with clients, suppliers
and others for long periods of time, e.g. event management, training,
broking, and placement services.

2. You should honestly look at your ability to work in an unstructured envi-

ronment. There are many of us who have had situations laid out for us for

ofjgur lives and we have operated only in our domain with the rest of
ing taken care of by others. So, we may not have had an opportu-

a tolerance for ambiguity. Many entrepreneurial ventures

Srking in highly unstructured scenarios.

sume to have leadership qualities because of
n and having people reporting to them.

nization, even though a posi
of leadership skills.
5. People differ in their appetite for risk.
the entrepreneur has to take. It is tk
to ensure that the business that has®een
ness to undertake risks.
6. There are many who have superior anal ills characterized by their
ability to come up with a deeper understa g of situations than most.
They are also more likely to make better predictions about future trends

n of responsibility can impart a limited set

juesses vary in terms of the risk
responsibility of the entrepreneur
matches his/her willing-
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and events. It is a rare skill and someone possessing a fair amount of it
should be in a position to utilize it effectively.

7. There are wide variances in the energy levels of individuals. Some are
more comfortable with work that requires few periods of concentrated,
exhaustive, high energy effort, whereas others are at home with situations
that need sustained periods of moderately gruelling work.

8. There are those who prefer to concentrate their efforts on one particular
job and are very thorough in its execution. On the other hand, there are
those who do not wait for an activity to end before embarking on a new
project. There are entrepreneurial opportunities suitable for both kinds
of individuals.

Knowledge and Experience

You bring into your enterprise not only your personality and skills but also
your knowledge and experience. The knowledge you possess is very closely
linked with the experience you have acquired. Experience contributes to and
sharpens one’s knowledge. So, it is relevant to look at facets of experience and
knowledge together.

Tec | Knowledge

u aQgui¥e technical skills during formal or vocational education. This may be

region. For example, ledge may refer to your knowledge of
refrigeration systems but dogfin knowledge will refer to what you know about
problems faced in refrigeration of ice cr in rural areas in central India.

Contacts

By virtue of having been involved in a par
to build up a number of professional congctsNIhese may be old colleagues,
clients, or vendors. The quality, width and of your contacts is also some-
thing very important to your new business. The width refers to how many
people you know and the depth refers to how strong is your relationship with

for many years, you tend
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them. Quality refers to the ability and efficacy of the contacts with reference to
their ability to positively impact your new business. For example, if you are planning
to start a firm offering services to software firms, it is better to know five CEOs
of software firms than to know only one. But the situation may be different if
that one person is Azim Premji. But that again is not of any major use to you if
you have met him in passing and he does not even remember your name.

Goals and Aspirations

Take some time to think about your short-term and long-term goals. Your
short-term goals may be as mundane as getting enough money to pay for your
day-to-day expenses and your long-term vision can be something as great as
everlasting world peace.

The following things may be kept in mind when thinking of your vision for
the business:

1. How important is the financial role of the business in your life? This in
turn depends on what proportion of your total wealth have you staked on
the business and what proportion of your income is derived from the
business.

2. Think in terms of the scale and size of business you hope to achieve in the
[l
Dd&yowintend your business to be a cosy local bookstore or do you want to

sswords or Amazon.com?

sustainable, it has to connect well with both your short-
Is. Either one is not enough by itself. There will be

frustration it your s m goals are being ignored by your business. Also, if
you have not in ur long-term goals in your business planning,
your interest will wane oulyill be on the lookout for getting out as soon as

possible.

SOURCES OF BUSINESS IDEAS

You may have decided that you want to do
business you want to get into. Business idg¥is ar¢ all around us. There are many
places to start searching for ideas. Sorffctime n ongoing process where
we are generally on the lookout for great ne er a period of time, you
ideas that we come across
while going about our day-to-day life. You ca n evaluate these ideas and
when the time is ripe, these ideas can be taken further. Let us look at some good
sources for ideas.

iness but you are not sure which
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Past Work Experience

If you have been working somewhere for the past few years, you have obviously
been doing something right to still be on the payroll. During this time, you have
gained experience in your field and been professionally exposed to various
other fields. You have developed contacts both within your company and also
elsewhere in the industry. You have picked up skills and may also have received
training in a specialized subject.

Now, figure out what have you learned in all those years and how does that
help you to choose a good business to start. Analyse what did you do within the
company and will you be get paid to apply the same skills and know-how
independently outside the company? Also, find out what needs and lacunae
were you exposed to, which you may be able to profitably address now.

Can you think of your former employer as a potential client? I know of many
software professionals who split from their employers and their first job was
work outsourced to them from their former companies.

When you start a business in some way connected to the work you used to
do, you start off with a lot of advantages. You bring with you your experience,
technical knowledge, contacts, etc. That is a huge plus in the uncertain world
of business.

unfair.

Taking a gooddbok at
good way to look for b as. Hobbies are a means to avoid boredom and
dissatisfaction at wo h formal hobbies such as stamp collection,
badminton, and classi
walking, yoga, and cooking.

For example, if you are ifterested in
shop specializing in cricket, manufacture p
magazine or even a cricket training ca

icket, you can start a sports goods
ctive gear, or start a local cricket
he possibilities are endless.

Strengths and Abilities

Be sure to allow your business to exploit y engths and abilities and to
steer clear of your weaknesses. List your strengths and weaknesses. Ask your
friends and relatives to help you with the list.
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There is an interesting exercise to list your strengths, which is given below:

1. List your top ten accomplishments.
2. List the skills and personal attributes you applied to achieve them.
3. The more commonly occurring ones are your major strengths.

You may surprisingly find out that you are good at compiling information or
negotiating or working with animals.

Look at what you enjoy and what you are good at, and try combining them in
the business you are going to start. If you love painting but are not good at it,
do not become a painter but if you have great communication skill, you can
think about starting a business selling works of new artists to hotels and offices.

Friends and Family

Consulting friends and family members can be a great idea to look for ideas.
Those close to you might have also thought of starting a business. You can take
advantage of their work experience and interests to generate ideas and they
would also be useful in the analysis of these ideas. An interesting way to know
their thoughts is to get them together in a focus group. A focus group is a group
of people sitting together to discuss a specific topic. You can invite some other
ith domain knowledge to join you in this. For example, if you want to
iness opportunities in the automobile sector, invite someone you
s for Maruti.

Exhibit 2.2
Brainstorming
reativity exercise designed to come up with a

blem. This method was originated by Alex
s can double their creative output by using

Brainstorming isfd gro
number of solutions
Osborn, who propo
brainstorming effectiv

Even though there are a nu
well-defined steps followed
cussed below.

r of ‘variations to the basic method, there are
most braggstorming sessions. These are dis-

1. Define the Problem

The problem must be clearly defined andffaptured in a question such as—
‘what problems do you face while travelling §y trdig.’ Sometimes, it might be a
very big problem and may need to be broken"®bwn to component questions
such as—'what are the problems you face when trying to get into a train’. A
well-defined question focuses the thinking of the group and increases the
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quality of the ideas. For example, it might be easier to find a good answer to the
question—'what business can I start with 10 lakh rupees’ rather than with a
vague question such as—what business should I start.’

2. Select Participants

The participants selected should be from diverse backgrounds. That allows for
fresh perspectives to be presented during the session. Participants should be
eloquent and not very aggressive or very submissive. In case of a complex
problem, it might be advisable to inform the participants of the topic well in
advance.

3. Select a Leader

One person in the group should be selected to direct the flow of the
conversation and act as a referee. It should not be an autocrat but rather a
benevolent grandfather-like figure. The object is to keep the group productive
and focus on the problem.

4. Set the Stage

Enough space should be there. The temperature and humidity should be at a
e level. The ambience should be conducive for the intense activity
plannddl. Cmfortable seating should be provided for all participants. Enough

pa s, peaacils, etc., to record their ideas should be close at hand. Mobiles
sho off.

Rules

The ‘rules’ of brain are framed to promote productivity in a harmoni-

ous atmosphere. portant ‘rules’ are as follows:

1. Focus on quantity. - ion is that the greater the number of ideas,

2. Postpone criticism. 1de
All ideas are to be record
later.

and judgegent on their quality is reserved for

8. Build on others’ ideas. Think about otlgfrs’ Meas and improve upon them.
Several ideas can be combined to §fm o idea.

4. Encowrage crazy ideas. Unusual and stran eas ar@welcome. They can open
up new ways of thinking and can contri

5. Work with a deadline. Without externally i d deadlines, the group can
disintegrate into aimless chatter. It is desirable to set a deadline for the
group to come up with their ideas.
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Even though brainstorming has its proponents, many researchers claim that
brainstorming does not improve the quality of ideas. All agree that brainstorm-
ing can enhance the enjoyment of group activity and can be a valuable bonding
EXErcise.

Distribution Channels

The retailers and the distributors are the people closest to the consumer. No
one knows more than them, what the consumer wants and what is he/she
getting right now. Most distributors deal with a wide variety of products so
their experience may be across industries. They will be able to tell you which
products are doing well in the market and what are the various problems in
various industries. The retailer will be in a position to give you a first-hand
report on consumer behaviour. Often distribution channel members can have
suggestions for completely new products.

Travel

Ideas may develop when you travel to different parts of the country or to
different countries and see different ways of doing things or products that may
work at home. Travel makes you aware of the alternatives. When you visit a
] it may be better for you to spend more time at the supermarkets
azing new products than at the traditional tourist places. A

novel ways ih queues and crowds. If you are from a small town,
you can come new business ideas when travelling to Delhi,
Mumbai, and Bangal

Books and Magazin

You can pick up a lot from bygess publications and periodicals. They write on
current trends in industry, best practiceSylegal issues, and general business
environment. Business magazines are g rces of knowledge but you can
gain from reading general interest magftzines They keep you in touch with
the latest trends and happenings.

Current Trends

It is important to keep abreast of the current trends. Look at the world around
you and see where it is headed. What new opportunity does this trend throw
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up? Double income families may mean greater demand for créches, home
security, and ready-to-eat products. Keep your eyes and ears open for new
trends and fads.

Research Organizations

Across the country, there are many research organizations and even some
universities engaged in developing new technology and commercializing them.
If you visit regional research labs, you would be surprised at the amount of
relevant work going on there. Even better are some CSIR organizations that
are smaller and usually more cooperative. All of them are interacting with the
industry and have set procedures for transfer of technology. You can buy
technology rather cheap but you have to be careful about what you are buying.

The Web

The Internet has today become the most important search tool. Where else will
you find so much information literaliy at your fingertips? Good if you have a
PC and an Internet connection at home, or else you may go to the
neighbourhood Internet café. Use the search engines effectively and visit
relevant sites. Get information in the virtual world and use it in conjunction

Exhibit 2.3
Mind Maps

A mind map is a diagra towepresent words, ideas, tasks, or other items.
The components of aSgind%nmapWge linked to each other and are usually
arranged around one orYgw cen rms or concepts. Many have likened
mind maps to lists in a diagramgatic form. When ideas are put radially in a
mind map, there is no implicit prioritization%gat comes from sequential listing.
Grouping and summarizing can be reserve ter stages. Mind maps can be
good tools to sort out complicated ideas

Tony Buzan, who has extensively studied maffd mafys, suggests the following
guidelines:
1. Start with the central theme at the centre sheet.

2. Show associations and use emphasis, where necessary.
3. Use different coloured pens for coding the mind map.
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PRELIMINARY RESEARCH

Now that you have the outlines of a few business ideas, it is time to start
researching those ideas. You have to know lots more about the business before
you can decide on the business to start. Most of the research you carry out will
be centred on the same sources of your business ideas.

You will have to go back to the same sources and also get in touch with lots of
people who have had experience in the same and related industries. While
researching the business opportunity, one should be careful to get as much
information as possible in the key business areas discussed below.

Cost Structure

What are the main costs involved? One has to investigate seasonality of raw
material prices, cost and feasibility of alternatives and variable costs of raw
material and consumables as a proportion of total costs.

Market Structure

Look at trends in the selling price of the product, who are the dominant
players in the market and is there any cartelization or a strong industry
association. There will always be some part of the value chain, which will have
better ining power than the others. It may be the manufacturer,
disti iler, or even the consumer.

It may be that some
has not yet been imbi

HR Issues

You have to be particularly
provide adequate safety measures and als
trouble in case something goes wrong.
If the industry is dependant on highl then you should have a
well thought-out strategy for attracting them @nd keefing them with you.

e prepared for dealing with

Government Regulations

There may be some government regulations that may act as entry barriers in
the industry. It may take a long time to get a certain clearance from some
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government agency, or it may be very costly to comply with some industry
standard. The cost structure of the bottled water industry was totally changed
after stricter controls were introduced following the recent furore regarding
contaminants in bottled water.

BUSINESS IDEA EVALUATION

Now, it is time to evaluate the business idea. For an idea to become a business
opportunity for you, it should have the potential to be profitable and should be
able to meet your personal goals. This section outlines a framework to evaluate
business ideas. This framework is based on five questions. But actually, there
are more than just five questions. The main questions help us to group
together many more questions, which address a wide range of concerns.

The Five Questions
Q1 Which is The Market Segment Being Targeted?
Identify the important problem of the customer the business addresses. Think

about the value the potential customer stands to gain. It is important to focus
ed’ of the customer rather than on the attributes of the product or

The answer to
you are targetin
geographic, or lifesty

An interesting wa anSwer #Ris question is to describe your intended
customer. This becomes &yen mogf Miportant in case your intended customers
are businesses. It is importa remember that in order to make a sale, you
have to modify the current behaviour of yOwr potential customer.

Q2 What is The Business Model?

A business model is a description of varj ts of business, such as
operational processes, marketing programijes #agd Srganizational structures.
To answer this question, you have to clearly othding/how you intend to solve the
customer’s problem. This will include a detailed product description and an

overview of how it is going to be produced and delivered to the target
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customers. Can the business develop and employ superior organizational
processes, capabilities, or resources compared to its competitors.

At the end of answering this question, you should have an idea about the
profitability of the business. Does the business look to be economically viable?
High margins are obviously better but very high margins are usually not
sustainable or scalable. Margins can come down when we try producing in
large numbers or when there is intense competition in the market.

Q3 How Big is Your Market?

This question can be broken down into several questions as given below:

How many total customers are there? This gives the size of the total market.

How many will buy from your This gives your share in the market.

By now, you should have a mental picture of your first customer (besides
your mother). Now, you have to figure out how many such customers can be
convinced to switch to your product.

Also, think on whether you are looking at targeting a different profile of
customers. In that case, you have to judge if you can effectively target different
segments at the same time.

By answering the above three questions, you now have an idea of the kind of
invest at is needed for the business. In case the money you can invest is

re you willing to dilute your equity by bringing in partners who
mstitutiongfMay Bk by putting up some asset as collateral? You should be
comfortal Q theNovestment requirements of the business before you
decide to go #€ad wi

Q4 How Can Yéu Prot

business than anyone else. T
advantage. Business strengths can be as varigl\gs a low-cost structure, superior
product quality, dedicated channel mem roprietary elements such as
patents, copyrights, or trade secrets. [
business strength that cannot be easily dupli

On the other hand, every industry has its
imperative to identify those success factors an
execute on those factors.

o measure your ability to
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Furthermore, it is very important to know people in the industry. You and
your team should have contacts among suppliers, competitors and customers.
The number and quality of contacts up and down the value chain is an
important determinant of eventual business success.

Q5 What Are You Getting Out of It?

The answer of this question may take you back to the previous questions. The
business should be big enough to make it worth you to be part of it. It should be
a business you are proud of running.

A vegetable vendor buys vegetables worth Rs. 50 daily and sells it for Rs. 150.
Whatever is left over is consumed by the family. Great return on investment
and great exit options but could this business be worth being taken up by you.
Scale it up and then we could be talking of a viable opportunity.

Obviously, the business which makes more money is the better business. But
one should not look at the total profits alone. It is also important to gauge the
reliability of the profits. Profits may get adversely in case of bad debts or a
change in the costs and prices of the products.

The payback period is the time it takes to get back the amount one has
invested. Any business that gives you back your money within three years is
good. usiness that pays you back within a year is superb.
ole, this should be a business you are looking forward to being

a long time.

OTHER ANALYS

The above framewgfk do
of the business€ppor
questions about diffe
Just a preliminary tes
rigorous testing when th&busi
the above questions, carryin
picture of the whole scenario.

ot give a score at the end that indicates the viability
This framework serves to raise important
of the business and its environment. This is
er the idea will be subjected to a far more
n will be written down. In addition to
t the following exercises will give you a better

Industry Assessment

An industry is a group of firms making prodficts thafrompete with each other.
Some industries seem more lucrative than hat 1s usually the result of
the dynamics of the competitive structure in industry. One of the most

influential tools to assess the industry is Porter’s five forces model.
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licence fees, and depreciation. Variable costs change with changes in the level of
production. These costs can easily be expressed in terms of cost per unit of
production. Some typical variable costs are raw material, electricity, packaging
material, and transport. Also, be careful that some costs you thought were
variable may actually be fixed costs (to a large extent). For example, in many
service operations, electricity can be a fixed cost and in many manufacturing
set-ups, the labour charges will be based on productivity that makes wages a
variable cost in that scenario.
Obviously, you would like to do much better than just achieve break-even,
but it is good to know what level of business ensures the safety of your business.
For example, you are making candles and selling them for Rs. 10 per candle.
The cost of raw materials and consumables works out to Rs. 6 per candle. Your
total overheads towards rental of working space, rental of equipment, etc.,
works out to Rs. 5000.
Selling price (SP) = Rs. 10
Variable cost (VC) = Rs. 6
Contribution per piece (CPP) = SP - VC = Rs. 4
Fixed cost (FC) = Rs. 5000

Break-even quantity = — = —— = 1250

So,§oumake a profit if you sell more than 1250 candles.

Summary

hances the chances of success. The idea has to be
nomically viable. The first mover in a market has
ose following the first mover have a lot of
rocess refers to a set of activities you may
ideas. The objective is to have a clearer
notion of exactly what shéuld be Tooking for. It involves looking closer at
your personal interests, goal

There are many places to start searc
ongoing process, where you are generalldon the lookout for great new ideas.
Over a period of time, you may end
ideas that you come across while going abo

Sources of business ideas are all aroun
opportunities from your hobbies, professiona

erience, friends and family,



Proposition 33
The SCAMPER Technique

In a Word Ideas are not often plucked out of thin air. The SCAMPER brain-
storming technique uses a set of directed questions to resolve a problem (or meet an
opportunity). It can also turn a tired idea into something new and different.

Rationalé

A problem is a situatiopd Conidition, or issue that remains unresolved and makes it
difficult to accomplisli‘a desiredfpbjective. A problem is perceived when an indi-
vidual, group, or organizatigfi becdmes aware of a significant difference between
what is desired and what a€tualljis. Trying to find a solution to a problem is known
as problem solving.

Problem solving is the progcess by wiiich a situation is analyzed, a workable
solution is determined, and correctivefaction 1s taken. The common milestones of
problem solving are to:

Define (or clarify) the problem.
Analyze causes.

Generate ideas (identify alternatives).
Weigh up ideas (assess alternatives).

© Asian Development Bank 2017 311
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e Make a decision (select an alternative).
e Determine next steps to implement the solution.
e Evaluate whether the problem was solved or not.

The SCAMPER Technique

Every problem invites a solution and, needless to say, there are numerous
problem-solving techniques." The SCAMPER technique, for one, uses a set of
directed, idea-spurring questions to suggest some addition to, or modification of,
something that already exists.” It has also received much attention as a learning tool
that fosters awareness, drive, fluency, flexibility, and originality. The stimulus
comes from being asked to answer queries that one would not normally pose. The
changes that SCAMPER stands for are:

S—Substitute (e.g., components, materials, people)

C—Combine (e.g., mix, combine with other assemblies or services, integrate)
A—Adapt (e.g., alter, change function, use part of another element)
M—Magnify/Modify (e.g., increase or reduce in scale, change shape, modify
attributes)

P—Put to other uses

E—Eliminate (e.g., remove elements, simplify, reduce to core functionality)
R—Rearrange/Reverse (e.g., turn inside out or upside down)

"They includ®” Aifimity/ Diagrams (organizing ideas into common themes); the Ansoff Matrix
(understandifg the different 1i§ks of different options); Appreciation (extracting maximum infor-
mation from facigyfAppreciatiddnquiry (solving problems by looking at what is going right); the
Boston Matrix (focusing efiort to ‘give the greatest returns); Brainstorming (generating a large
number of ideas for thg solution of & problem); Cause-and-Effect Diagrams (identifying the
possible causes of probiems); CorefCompaience Analysis (get ahead, stay ahead); Critical Success
Factors (identifying the thingsbat thally matter for success); the Five Whys Technique (quickly
getting to the root of a problém); Flowd€harts (@nderstanding how a process works); The Greiner
Curve (surviving the crises thatygome with growth); Lateral Thinking (changing concepts and
perception); the Marketing Mix and‘he 4 Ps (udilerstafding how to position a market offering); the
McKinsey 7Ss (making sure that all thegbarts of an organization work in harmony); PEST
(Political, Economic, Sociocultural, and T€chnological) Anglysis (understanding the big picture);
Porter's Five Forces (understanding where power lies); the Refifuning Matrix (examining problems
from distinct viewpoints); Risk Analysis; Systems Diagramsgdiind@sstanding the way factors affect
one another); Root Cause Analysis (identifying the roofgfuauses ot problems or events); SWOT
Analysis (analyzing strengths, weaknesses, opportunitifs, and threa@imand USP (Unique Selling
Propositions) Analysis (crafting competitive edge).

*The principles of the SCAMPER technique were first formally suggested by Alex Osborn and
later arranged by Bob Eberle as a mnemonic in 1991 to ilgrease‘mterest in the perceptive,
imaginative, and creative abilities of children.
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Table 33.1 Help guide to the SCAMPER technique

Substitute Think about substituting part of the product or process for something else.

Typical questions: What else instead? Who else instead? What other
materials, ingredients, processes, power, sounds, approaches, or forces
might I substitute? Which other place?

Combine Think about combining two or more parts of the product or process to make
something new or to enhance synergy.

Typical questions: What mix, assortment, alloy, or ensemble might I blend?
What ideas, purposes, units, or appeals might I combine?

Adapt Think about which parts of the product or process could be adapted or how
you might change the nature of the product or process.

Typical questions: Does the past offer a parallel? What else is like this?
What other idea does this suggest? What might I adapt for use as a solution?
What might I copy? Who might I emulate?

Magnity, Think about changing part or all of the product or process, or distorting it in
Modify an unusual way.

Typical questions: What other meaning, color, motion, sound, smell, form,
or shape might I adopt? What might I add?

Put to Other Think of how you might put the product or process to another use or how
Uses you might reuse something from somewhere else.

Typical questions: What new ways are there to use this? Might this be used
in other places? Which other people might I reach? To what other uses
might this be put if it is modified?

Eliminate Think of what might happen if you eliminated parts of the product or
process and consider what you might do in that situation.

Typical questions: What might I understate? What might I eliminate? What
might I streamline? What might I make smaller, lower, shorter, or lighter?

rran, Think of what you might do if parts of the product or process worked in
R&xerse erse or were sequenced differently.

al questions: What might be rearranged? What other pattern, layout, or
nce might I adopt? Can components be interchanged? Should I change

Litemind’s (2015) blog
questions that can be
associations with
Source Author

Caveat

The SCAMPER Technique is used to produce
thrives on preparation, concentration, incubdtion, il
(production testing). In organizations, its fruitful

inal ideas. The creative process
, and verification
depends on the
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existence of an enabling environment. There are, of course, personal blocks® to
creativity but these can often be removed. Supervisors who do foster creativity
listen, are willing to absorb the risks borne by their subordinates, are comfortable
with half-developed ideas, do not dwell on past mistakes, expect subordinates to
succeed, capitalize on the strengths of subordinates, enjoy their jobs, and can make
quick decisions. They must then help sell ideas to senior management. This
involves assessing the “sellability” of ideas* and developing persuasive arguments.’

Reference

Litemind (2015) Creative problem solving with SCAMPER
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3I do not want to look foolish. I do not want to fail. Lafit not creatimesThis is not my area (e.g.,
skill, style, job, etc.). I am not paid to have fun!.

“Will the idea work? Will people accept it? Is it timely?

SThis requires that the proponents relate the idea to a recognizgd needjappeal to positive values,
anticipate objections, get others involved, and advertise their credibilify
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[ Lesson -3 ]

OPPORTUNITY RECOGNITION

By now, you may have two or three new business ideas to consider more
carefully. Successful entrepreneurs know that a good idea is not necessarily a
good opportunity. Barringer and Ireland (2006) defines an opportunity is a
favorable set of circumstances that creates a need for a new product, service or
business.. They argued that an opportunity has four essential qualities: it is
attractive, durable, timely and anchored in a product, service or business that
creates or add value for its buyer or end user.. In most of entrepreneurial
ventures, writing a well developed business plan is essential. Before writing a
business plan for a new business venture, an assessment must be made through
the opportunity analysis plan. Why? The opportunity analysis will identify which
business ideas have real commercial potential. The role of well prepared business
plan is to explore this potential in a systematic way. This is one of the challenges
reneur will face. The purpose of the opportunity analysis is to make
sure that repreneur is on the right track.

Two ba ed to be answered:

. I sufficient demand for the
rogductr service?

Can the product iy service be
profitable?
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Preparing Opportunity Analysis
The opportunity analysis consists of five different stages. See Figure 2.3

[Phase 1: Seize the opportunities ]

[ Phase 2: Investigate the need through market research]

( Phase 3: Develop the plan ]

(Phase 4: Determine the resources needed ]

Phase 5: Manage the distinguishing features
of the business

Phases in opportunity analysis
Below is the explanation for Figure 2.3

(a) Phase 1: Seize the Opportunities In this phase, we need to know what are the
underlying factors that creates opportunities. Figure 4.3, illustrates the main
factors that may create business opportunities and Figure 4.4 shows where ideas
for opportunity originate.

Opportunity Factors

-~ Economic Demographic

® (Costdecreasing ® Technology generation
® Productivity gains

Better service

2

Industry Government Market
Standards Privacy Iss@ies Shift

Technolog
® Replace pr techn
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l

Will these factors continue?
For how long?
What are the market size, growth and
outlook?
Will this lead to another opportunity?

Factors that create opportunity

(b) Phase 2: Investigate the Need through Market Research

It is necessary to identify, measure and document the need for the product or
service. This process will identify the steps and questions you will need to
customize your personal research and derive certain assumptions on the possible
success rate in launching this product or service into the market.

(i) Preliminary questions

*  Will this%roduct be serving customers real needs?

» Cgmpetition) What is the difference about the product or service that will
cayse the custafaer to choose it over the competitors products or services?

* Propriglarydjuestidns Can the product be patented or copyrighted?

¢ Advertis€ment @ul pagkaging What type of advertising and promotional plan
will be useditadnarket thayproduct?

* Costs How much widl'materials and labour cost? What is the rate of increase
in costs for future@xpansiofi”

* Sales What distributiongfandysales®methods will be used?

(ii) Prepare data collection

Having established the variables for data collectign, your next step is to design
the questions. Data collection can come from vagibug sources such as collecting
primary data through surveys and Observationgor using secondary data available
from statistical departments, publications, newspaper® ctc. Fhe data will be more
reliable if your sample size is adequate for the inveftigation you are undertaking.
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(iii) Execute a study to get answer

To support the preliminary research and to execute your findings, you must look
into secondary data. At this step, you can use your personal source to create
questions. Then choose a small number of relevant companies who specializes in
this industry that will be selected as representation of the whole population. You
can pose your questions to the experts of this group. Then you will need to
facilitate the Participants to answer the questions in a similar manner to establish
a consistent trend for analytical purposes.

(iv) Analyze and interpret the results

At this stage you already have your primary data. This is the time where you
have to do the interpretation based on your findings. Many entrepreneurs do their
research with limited funds. You can cut costs with the following
recommendations:

« Use search engines, web pages, online database;
« Use the telephone instead of mail surveys and door-to-door interviewing; and

* Avoid collecting unnecessary data.

¢) Phase 3: Deyelop the Plan

Once “ap_opport@nityy has been identified, you should develop a business plan.
Your busineds plan /s an outline or blueprint of how you will create your
business. Implemeiiting th&plan is a much more difficult task. Many prospective
businesses experience prablemys or failure due to the improper implementation of
their business plan. Miiplement#fition requires commitment and dedication. As
unforeseen problems will emfige, yaur persistence and perseverance are critical.

Implementing your businesg, planvill iniglude:

* Providing guidance in planniidg and giganiaing the activities and goal;
* Determining the viability of the bdsiness and application in selected

* Raising equity and securing financing; and

* Hiring management and staff.

d) Phase 4: Determine the Resources Needed

For a start-up venture that uses new technology for*“product or service, the
financial and resource requirements can be quite substantial. You may not have
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the capabilities to provide for these using your own resources. Therefore, to
ascertain what are the capabilities and resources required, answering the
following questions can serve as a guide:

(i) Do you have business and financial support? Can the business operate in a
cost-effective manner? How about management capabilities and knowledge of
financial gaps?

(i1)) Are you prepared for personal contacts and networking? Who will make
contacts with the right companies/business partners? How should the network be
set up?

(ii1)) Have you considered financing requirement? Where will you go for the
financial support? Can this business sustain over possibly a year or two?

(iv) Do you have the right set of technical skills? Do you have the technical skills
and experience to do this business?

(e) Phase 5: Manage the Distinguishing Features of the Business You have
invested your time, money, experiences and energy in setting up the new venture.
This is the final step where you need to run your business, applying your
management structure and style in handling questions and solving difficult
operatioial 1s§ues. Now is the time to follow a path blazed by most successful
businkssesyHow?

(i) Keep pldiining

Planning shoul@Ccount f6rand accommodate changes in designing, testing and
marketing to prepare fé@r businegss opportunity. You can model after the process
used by most successful efitreptgneurs which among others including the
following:

Test the business concept;

* Determine the improvement neededf

* Define problem and anticipate barriers;

* Align strategic partners for the process;

* Able to prepare a pricing strategy and anticipate futuc Clianges; and

* Be competitive at all times.
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(ii) Deliver a Total Solution

Nowadays, all companies regardless of whether they are small or big and
operating in the same market, try to offer the entire range of products or services
to customers. They are trying their best to deliver

a total solution to satisfy customer and investor needs.

iii) Cultivate Advanced Resources

The layoffs of highly skilled workers from major corporations are actually
creating an important opportunity for your company. These trained and effective
personnel are potential candidates craving for an opportunity to apply their
business skills and experience to launch a new business. They can provide
information about the competitors, market and customers.

Evaluating Opportunities

You have brainstormed half a dozen ideas for a new business and narrowed it
down to a couple that seems promising. How do you know if any of these
opportunities is worth pursuing?

A compléte dpportunity analysis is beyond the scope of this discussion, but you
can start By asking yourself these questions:

(a) What aro thedindigators that lead to this idea and opportunity?
(b) What argithe coaditions that permit the opportunity to occur?
(c) How will thegfliture of ity new product or service change the idea?

(d) How great is the yfindow ofyopportunity? Window of opportunity is a time
horizon during which oppgftunityyexists before something else happens to
eliminate them.

(e) For the next subtopic 9§, a guideftabulated in a matrix format on the
framework for evaluating an opportusity. By using the matrix guide, you will be
able to assess whether your opporfunity is wortlfjpursuing as a business activity
that will earn you profitable gains.

Framework for Evaluating an Opportunity

This framework covers market analysis, financial af\d hayest issues, competitive
advantage issues and finally management team and riSlmiSSues. There are several
criteria identified but these are not exhaustive. You may want to add or change
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the criteria basing on your tentative business venture you wish to undertake.
However as a rule of thumb, if most of your criteria fall into the weaker
opportunity category, it may be an indication that the opportunity may not be a
good idea to develop into a business activity. See Table 4.2 to Table 4.5.

Table 2.4 Market Analysis

Criterion Stronger Opportunity Weaker Opportunity
Need Identified Unclear
Customers Reachable, receptive Unreachable or loyalties

established

Pay back to user/

Less than one year

Three years or more

customer
Productdiie cycle Long: Recover Short: Recover
investment investment
Industrysstruefure Competition or emerging Aggressively
competitive

Potential market size

RM® 00 million sales

< than RM 10 million
sales

Market growth rate

Growilg at 30% to 50%

Contracting less
than10%

Gross margins

30% to 0%

Less than 20% volatile

Market share attainable

(within 5 years)

20 % or more

Less than 5%
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Full View of the Opportunity Recognition Process

Depicts the connection between an awareness of emerging trends and the
personal characteristics of the entrepreneur:

MNew Business, |
Product and
Service
Ideas

Personal Characteristics

of an Entreprencur |
Prior experience {
Cognitive factors /
Social neb.ru'm'h J

Creativity
o~
—

REVIEW
1.  Explain amewg@rlk for Evaluating an Opportunity?
2. Can you Preparig@ Opportunity Analysis for new business ides?

3. Explain Opportunity itign analysis?
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31.9.2. Definition

- Wkeﬁng Management is the analysis, planning, implementation and control of programm
d&fngn.ed to bring about desired exchanges with target markets for the purpose gf ;’c':icvirz
objectives of the organisation. Marketing Management relies heavily on designing the organiza-
tion’s offenng in terms of the target market’s needs and desires and using effective pricing, com-
munication, and distribution to inform, motivate and service the market,

31.9.3. Functions

The broad functions of marketing management consist of the following :
Marketing Research,
Sales Forecasting,
Advertising,
Sales promotion,
Selling,
Handling of inquiries and orders from customers,
Packing, and

8. Servicing.
31.10. MARKETING RESEARCH

31.10.1. Concept and Definition

~ Anindustrial enterprise, if, develops products for direct market application without having any
idea in advance of consumer acceptance of that product, takes quite a risk (if the product is
unaccepted).

On the contfary,f another concern tends to learn consumer reaction to the product prior to
manufagiuritig the:same, it does not involve any risk associating high expenditures.

— Market resgarghi, toddy, has come to be a very important part of the marketing function. Market
research when pfoperly éonducted and used on a regular basis is just as valuable to the
manufacture as 1§ Technical Reearch and ensures the continued vitality of a business.

—  Market research may be defingf as 2n organised approach which includes all research activities
involved in marketing probiems :

(i) gathering, recording and analySig the Wility and marketability of the product;
(i) the natue of demand;
(i#f) the nature of competition;
(iv) the methods of marketing; and
(v) other aspects of movement of products from the stage of production to the point where they
get consumed.

— Market research provides an effective sales forecast.

-~ Market research promotes soundness of marketing decisiors.

~ Marketing or Market rescarch gathers records and analysis ailfacts kbout problems relating to

the transfer and sale of goods and services from producer to consumer. Essentially it is designed
to discover not only how much the company can hope to sell, but where, to whom and how.

— Some pari of the research can be done right in the company’s own office through the use of its
recorded data, a form of market research known as sales analysis. This should provide
information on which products are selling best, in what markets, and to what type of customer.
It is very important that sales records be set up to yield this type of data in usable form.

N L E W N
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Other sources of information onmarkets are the published statistics that givean indication ofy
size of the potential market in various localities. Government and consultants are valuapy,

sources of this type of information.

31.10.2. objeaiwsof Marketing Rescarch

Market research determines who and where the customer is; what are his needs and wants; why
will he buy; where and how he will buy; and how much he will pay. t

Market research tells the future of existing products and the products yet to be introduceq intg

the market.
Market research measures sale trends and sales potential.

Market research analysis distribution, economic trends, and profitability.

Market research determines advertising effectiveness, consumer reaction and dealer reactigy,
Market research studies market potential and market share.

Market research conducts demand and price studies.

Market research popularises the company products and makes them acceptable to the consyp,
ers.

Market research keeps a business in touch with its markets.
Market research explores new markets and helps developing new products.

Market research safeguards the interests of the company against unforeseen changes in the
market.

Market research guides sales promotion efforts.

Market research analysis user characteristics, attitudes, and opinions with particular emphag
on any shift in market composition or personal preferences.

31.103. Scope of Marketing Research

O RNAWM e LN

e e
- NI NI S =

7.

Major méirkeéiing research activities are :
Meafurenient Of market potential,
Deterininaliongi nigrket characteristics,
Market shagl analysis,

Competitive prodiict studiss,

New product acceptangt and potential,
Short and long rangt forecasiing,
Studies of business trendg,
Establishment of sales quotg and territonies,
Testing of existing products,

Product mix studies,

. Acquisition studies,

Studies of advertisement effectiveness,
Media research,

Pricing studies,

Plant and warehouse location studies,
Packaging research, and

Distribution channel studies, etc.

31.104. Mww] I, 3l ..- ::JAI.I 4

1.

Define the problem clearly,

luoi. am
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2. Develop a clear set of research objectives.

3, :t\::.penrise or subcontract the task of collecting the data from existing and would be consumers,
4. [Extract meaningful information from the collected data.
5. Prepare a report presenting the major findings and recommendations coming from the study.
31.105. Market Research Techniques
Some of the techniques used by persons engaged in market research for collecting the data [refer(3
of Market Research Procedure] are as follows :gag ' . i
1. Desk research

The data is Collected from the information published by the company or outside sources, e.g
government agencies, trade associations, etc, Desk research is done on :

(a) Sales analysis, i.e. past sales, fluctuations sales and promotional expenditures, economics of
order size, etc.

(b) Correlation studies, concerned with finding the relationship between two or more variables, e.g.,
number of new cars produced and number of car batteries sold.

() Ratios, such as stock-turn (the relationship between sales and stocks), profit per rupee invested
(earnings/capital) etc.
2. Postal Questionnaire
Carefully prepared questionnaires, consisting of questions—short, specific and statistical or open-
minded are posted to a selected sample of respondents for collecting specific data from them.
3. Telephone interviews
Telephone interviews are conducted ata personal level with a selected sample of people for collect-
ing their views.
4. Personal Inteiview:
Personal intérviews are cgnducted on asimple question and answer basis. Such interviews give best
results with greater Palitoilify.
5. Observational Mcthod
The marketing researehgécrsonne’ Silently observe others and collect the desired information, e.g.,
by standing outside or in a wine shog, the brands more frequently purchased can be found out.
6. Statistical Methods
— Statistical methods make us¢ of lange precollected data and logically conclude the market
investigations.
— Bar chart, histogram, frequency polygon; frequency distribution curve and the concepts of
average, median, and standard deviaticti help serve the purpose.
(Refer Chapter number 8 for details).

31.11. SALES FORECASTING
31.11.1. Introduction and Importance

— Forecasting is essentially the art of anticipating what biyersire likely to do under a given set of
conditions.

— The market research conducted bya firm plus the analyses of current sales experience and trends,
form the basis for the construction of a sales forecast,

— Thesales forecast is acommitement on the part of thesales department and each of its divisions
of the expected sales likely to be achieved in a given period at stated prices.

— Sales forecasting shoyld be very accurate because production afid stock holding plans and the
whole train of events following from these are based on them.
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and goal-directed systems of marketing

— Sales forecasting is a basis for developing co-ordinated
action.

—  Thesales forecastis one of the vital tools of marketing plannin!”'i““ adequmg:;annmg i
effective deployment of marketing resources are based on sales fOTems:;igon and R
— Sales forecasting is essential if more accurate sales budgets, prod
* schedules are to be set.
Accurate forecasts are vital aids to decision making.
~ Forecasts provide basis for evaluating the functioning and prod
business activity. They can guide marketing and other business a
of implicit and explicit objectives.
31.11.2. Sales Forecasting Factors f e
The factors to be considered when making the sales forecas :
. Government action. This is important when most of the purchases _”E“é’“‘ by government
departments, government controlled bodies, nationalised industrics, etc., asin U. : .
2. Economic trends. The trends at home which are affected by government action and the trends ip
world market are both of interest.
3, Competition—existing competitors and new competitors.
4. Changes in technology and markets. o
5. Internal factors such as capacity, available resources product mix and Marketing mix, etc.
Sales Forecasting Techniquics
(Refer to chapter 7).
3112 THE MARKETING MIX
~  Amarkefls a Proup of existing and potential buyers or users of a product or service.
—  Avilll elemient in every marketing strategy is the marketing mix.

~  The cotlvapt wagfirst égpounded by Professor Neil Borden of Harvard University in the 19405
when he idegfified Pusive key variables in the typical marketing programme.

~ These twelve vasiabiles have sibsequently been reduced to four main headings by later writers
— Themixmay now be defigCd as the particular group of variables offerd to the market at a particy| gy
point in time.

~ These variables are principdily (1)\produet, (2) price, (3) promotion, (4) distributi
these can be further sub-divided as illustratéd below :- ¢ ) on. Each of

uctivity of various segments of
ctions toward the achievement

e T
:Q?ll;ﬁg \ / gl
-ty . -Discounts
_Packagln:. :tc / I \ N st
- Target ~ Market |
— e
e on. E Distribution ]
vertising :
~Personnal selling Sue o
—Sales promotion _SaCOlVe&‘ e
—Publicity exc, - s
~Transport e,
Fig. 318, The Markeling Mix,
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'I.‘he nTarketing mix is the central part of an organization’s marketing tactics. Once the market
situation (customers, competitors, suppliers, middle men etc.) have been identified and evalu-

ated, and once the decision has been made 10 penetrate, or develop particular market, then the
role of marketing mix is crucial.

Marketing mix is the combination of competitive efforts exerted bya firm to accomplish some sales
or profit goal. These efforts usually include :

(a) Variations in the products/services being offered to customers.
(b) Variations in the prices of products being offered.

(c) Variations in the promotional blends utilized.

(d) Variations in the channels of distribution utilized.

—

31.13.

The firm norma_lly has at its disposal several competitive elements that it can manipulate. For
example, a particular firm may charge a very low price and not advertise at all.

Another firm may advertise aggressively and charge a relatively high price. These two combina-
tions of efforts represent very simple types of marketing mix.

A Gigarctie company may elect to : (@) emphasize T.V. and radio advertising, (b) distribute
through high quality tobacco shops, (c) charge a premium price, (d) sell in 60 mm lengths, and
(e) feature an air-tight Plastic package. This mix is more realistic in the sense that most firms
confront a relatively large number of controllable competitive variables (as listed in Fig. 31.8.)

The element of rime is a vital factor in assessing the particular mix to be offered to a market. Any
mafket situation can change rapidly over even a short period of time, as can be the case when a
major competitor is suddenly declared bankrupt.

By using the marketing mix as a tactical tool of an organization’s marketing plans, it is possible
10 adopt speadily and profitably to changes in the marketing environment.

Thus the deyelopinent of the mix to meet conditions at a particular point or period in time is
essentially a chntingency approach to marketing management.

ADVERTISING

31.13.1. Introduction and Defiition

Advertising can bé88me an sftablished essential of a country'’s economy. It contributes L0 b
geographicsystem of distgfbution; #1he volume sales, an essential corollary of mass production;
and to the pricing of many prodficts Within the economic means of the average man.

Jusias communication is vitafio gdd integnal management, so is advertising vital to the earning
of profit.

Running a business without adveltisingfjust Yike winking at a beautiful girl in the dark—you
know what you are doing but she doegfiiot know it.

Advertising is generally regarded as a form of commuilication the purpose of which is Lo convey
concepts about companies, goods and services by afcansofl words, pictures, diagrams, sound,
music, colour, shapes and symbol on two levels offignificance —the national and the emotional.
Advertising is any paid form of non-personal presentdtion ang promotion of ideas, goods or
services by an indentified sponsor.

Advertising may be defined as commercial messages to thg ppblic, designed to inform potential
and established consumers and to encourage sales for the advertiser.

Advertising can stimulate demand and, where necessary, can even create demand where none
€exists.

Advertising arouses publicinterest, fosters abuying attitude and raises consumer demand for the
products of a company.



MANAGING THE PRODUCT
DEVELOPMENT

13.1 Product Life Cycle

X - % ®  Product Life Cyele

As every human being has life, a product 5

has its life. Industrial goods may have a " D Sy s
longer life than consumer goods. When a O Menupomen of FLC-Martat Madiceion
product idea is commercialised, the ®  Prodict Modificarion

product enters into the market and ®  Markering Mix Modificarion

competes with the rivals, for making sales ®  Sywtemaric Framework

and earming profits. Products, like human  ®  Advwansages of PLC

beings, have length of life, This has been ¢ New Product

described as life cvele in hun_m_l beingsand Development

when ﬂmllﬁ] products, it is g.:u.llc-.! as o Maniging Prodecs Developmint

product life @c e product life cvele . P i

is gen i product market life sy e

cycle t0 a particular @  Product Diversification

market product inthe  ®  Produce Elimination

market of Bom k a new life ®  Product Modificarion

in a remote villdg NuciWe cyvcle @ Produer Failure

may be short for ucts ng

for some other products, The ¢ diiffer product 1o product. But the product passes through

the stages. collectively kno v cycle. The chart below gives the life cycle of a product.

Saibes volume ™.

Progiy 7.,

|-

| Pl 1N N 1 -
Imtrosductson Uirowcth Matunty Satusrmtio {ine

Prodoct Life Cyele

Fig. 13.1
206
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Introduction: Product is new: awareness in market is low: cost of marketing
is high: profits are low,
Growth: The product has given satisfaction to the first buyers. Others

follow : Sales increase rapidly and product starts generate profits.
Competitors notice the success and stant planning competitive

offering.

Maturity: The product reaching its maturity and sales are good. But battle
for market share is about to begin.

Saturation: Total sales are not growing any more. The hattle for market share
is difficult. Try for strong brand lovalty and reduced price.

Decline: Sales and profits are starting 1o fall and future of the product

does not look healthy. Remedial strategy-modifying,
repositioning of even deleting the product, is needed.

13.2 Different Stage

Every product moves through a life cycle, having five phases and they are:
1. Introdduction
2. Growth
3. Matunity
4. Saturation
5. Decline

1. Introduction: This is the first stage in the life of a product. This is an infant stage. The product

is & new one. The new product means “a product that opens up an entirely new market, replaces

mufmlhcmarkﬂ In this stage, a prodoct gains acceptance from the
{ . Sales of the product increase. Profit also increases, This
appear along with substitute products in large numbers. Previous
and new buyers appear. Firms may find it difficult 1o meet
pends upon the efficient manufacturing and distributing
systems of the
3. Maturity: At this stage,
but at a decreasing rale.
Market expenses increase,

increases. Sales conunue 10 increase for a while,
~down price by increasing advertising deals.
n prices, which enable 1o face competition,

the key factor in this stage,

4. Saturation: In the saturation stage, the sales are at the further increase is not possible.
The demand for the products is stable. The rise and f; upon supply and demand.
At this stage, a replacement of product is of the existing product
cannot be mr.mlmd

5. Decline: When sales start declining, buyers go for ucts. This is because

when nlmm profits decrease. Price becomes the competitive weapon. Under such a situation,
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firms shift their attention 1o other products. The product becomes out of date and fashion.
Then the firm will drop the product from the product line.

13.3 Management of PLC

The marketing manager should manage the life cycle of a product towards better progress and for
a healthy growth of the firm, A marketing manager, while forecasting the PLC, must also anticipate
the limitations and other drawbacks. Thus he may be able to chalk out programmes more successfully.
We discuss how the PLC is managed under various stages.

1. Management of Introduction Stage: After successful test marketing of a new product, the
company introduces the product in the market with full-scale marketing programme. The
introductory stage is viewed as fairly nisky and quite expensive because large amounts of money
is spent on advertising and other tools of marketing communications 1o creale consumer
awareness in sufficiently large numbers and encourage trinls. Profits are mostly negative in
this stage or in some exceptional cases they may be very little.

Introducing a product category is relatively expensive, challenging, time consuming and quite
nisky. The aim of every company is 10 move quickly through the introduction stage and for
this, research, engineering, production, are critically important 10 ensure the availability of
quality products. The company must be able 1o provide promptly post-purchase service an
availability of spares, if required. To encourage trial and repeat purchase, consumer goods
companies use a combination of demonstrations on TV, samples, special introductory prices
and coupons. The company also tries o gain distribution and shell’ space with retailers.

Various factors affect pricing decisions of a new product, such as new product’s perceived
value to consumers, how fast competitors can copy it, the availability of close substitutes,
the effect of price on sales volume and costs, Generally, for a proneering product ora significantly
improved new product, companies adopt high price and high promotion strategy. However,

y use any one of the two important pricing strategies during introduction stage

ing strategy or penetration pricing strategy.

n@Pricing: This strategy can be appropriate when the market size is large and

long-term objectives of market share and profit
ion is high. The market is seen as large and
consumers who are aware or become aware
ordable price. This strategy can also work
reat from competition is not anticipated.
y significant for consumer product
venient locations where consumers
ping in view the large amounts
aware and induce new product
ibution network for a new

companies. The availability of consumer products
generally shop for such products is quite im
spent on promation 1o make consumers in 1hc
trial among customers. Most firms use
product.

There is a high percentage of product failures in
introduced at the pioneering stage, since the prod
because of low sales and heavy disiribution and

n a product is first

fits are negative or low
penses. There is very little
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direct competition. The promotional programme is designed 1o stimulate demand. By
looking ahead, one can know thiat competition will enter sooner or later and cause prices
and its market share to fall. Once the product gains consumer acceplance the sales go
up in growth stage, The PLC is the result, not the cause, of marketing strategies choosen by
the firm, Since “the first impression is the best impression,” the marketing manager should:

1. Make proper advertising before the products are released in the market.

2. Shorten the period of introduction, as far as possible.

3, Formulate new pricing and marketing sirategies.

4. Undenake large scale promotional work.

5. Give proper attention to the distnbution aspects.

IL. Management of Growth Stage: This stage is marked by a rapid climb in sales. Potential
buyers start buying the product. Buyers compare this product with the rival product, because
new competitors enter the market with new product features and thus competition increases.
The number of outleis are increased. Companics maintain their promotional expenditures at
the same or at a slightly raised level to meet competition. Since this is a crucial stage, the
marketing manager should:

1. Improve product guality.

2. Add pew product features and improved styling.
3. Enter into new market segments,

4. Enter into new distribution channels.

5. Reduce the prices to attract buyers,
6. Increase promotional activities,

and profits stan scale down as the products
of better gouds substitutes. For an effective

1. Improve the quality of the

2. Give proper attention (o increase the usage current customers.

3. Try 1w convert non-users into users of the prod is creating new buyers,
4. Give proper emphasis to advertisement and p jondl programmes.

5. Try 1o discover new uses for the product.

At this stage, it is more likely that the competitors . In case the product
is one, by now competition would have come out with a simil market 10 compete.
Therefore, the sales are likely to be pushed downwards by the ¢ s while the promotional

efforts would have 1o be increased to try and sustain the sales. This™K called the maturity stage
or saturation. At this point it is difficult 1 push sales up, With regard 10 the profits, the profits are
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Tikely 1o stabilise or start dechiming as more promotional effort has to be made now in order to meet
In the maturity stage, the companies can take the following sirutegies to stimulate sales:
1. Market Modification
2. Product Modification
3. Marketing Mix Modification
4. Systematic Framework. (for the matured product)

13.4 Market Modification
The company may try 1o expand the market in order 1o increase sales by adopting the following:
 Enter new market segments
= Alfract new users
* Increase usage among the present customers
= Persuade customers to use the product
* Create new uses of the product

13.5 Product Modification
The decline can be arrested by improvements in the product and promotion. We should however,
at this time seriously think in terms of new product, new product-mix or redesign of the cument
product. The company can stimulate sales by modifying the product chamcteristics-improvements:
* Quality improvements (Durability. Reliability, speed.)
* Feature improvements (size. materials weights.)
= Style i ements (new models. new styles.)

In order 10 handle mature
ideas 1o wtilise any growth
* Innovative product differen
* Add new product lines
= Stimulate nonusers
* Create new product-line elements
* Expand distribution coverage
* Expand distnbution intensity
* Penetrate substitute’s exposure
* Stimulate light users.

need a systematic framework for identifying new
xamples are given below:

IV. Management of Saturation Stage: This is a stage a ufacturer finds it difficult
1o expand the sales volume beyond a particular point, that at the peak and further
increase is not possible. Since the sale of product cannot be i the marketing manager

should:



Managing the Product Development n

1. Introduce new models.

2. Pursue new uses for the product.

3. Introduce new package and repricing.

4, Middlemen's margin is to be increased.

5. If the price is heavy, offer the product on instalment basis.

V. Management of Decline Stage: This is the last and most crucial stage. Sales may decline
for o number of reasons-technical advances, armival of new products al low cost, changes in
fashion, consumer preference. Sales and profits continue to fall at this stage. If the substitutes
are more attractive and in latest fashion, buyers may tum their eves towards them. At this
stage, cost control is increasingly important to generate profits by the following alternatives:
(Suggested by Stanton):

1. Improve the product in a functional sense, or revitalize it in some manner.

2. Make sure that the marketing and production programmes are as efficient as possible.

3. Streamline the product assortment by prunning out unprofitable sizes and models.
Freguently, this wetic will decrease sales and increéase profits.

4. "Run out” the product, that is, cut all costs o the bare minimum level that will optimize
profitability over the limited remaining life of the product.

5. Abandon the product,

13.8 Advantages of PLC
1. When the product life patiern is known, the management must be cautious in taking advance
steps, before the decline stage, by adopting product moedification, pricing strategies, style, quality
change, elc.
n prepare an effective product plan, by knowing the PLC of a product.
greatly help the management in drawing future plans of the firm.
gay be able 1o adopt some measures 1o control the PLC. They include:

3 ion of the market.
3. Creation of 1 sduct among current users. For instance, Amul Milk Powder,
through advertisement v many uses, in preparing milk. tea, curd. It is “like having
o dairy in your b
4. Adoption of the latest tec
Product Identification (
on a product to differentiate it 1

Chapter 15)

13.9 Development of New Prod
The term ‘new product’” has many connotations, So, whal we call a ‘new’ product? Mos|
definitions of new-product have a common leature that new offer innovative benelits, The
development and introduction of new products have tradig@®ally been seen to be a costly and risky
activity. For an organisation intemt on either maintainin@or imy position in the market-
place there are, however, few alternatives o new product activi or another. The issues
faced by many marketing strategists thus revolve around the iss I new product activity
that is to be pursued and how best 1o manage and, hopelully, k levels.

Acompany can add new products through acquisition or dev . The acquisition route
can tuke three forms,

e, fashion changes, market acceptance, eic.
ing is the use of a distinctive name or/and mark
itive products, (For detailed explanation see
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The company can buy other firms,

. The company can buy a licence or franchise; or

. The company can buy patents.

The development route can take two forms:

1. The company can develop new products in its own laboratories. or

2. It can contract with independent researchers or new-product development firms to develop
specific new products.
We can identify six categories of new products.

1. New-to-the-world-products: New products that create an entirely new market,

2. New product lines: New products that allow a company to enter an established market for
the first time.

3. Additions to existing product lines: New products that supplement estublished product lines
(package sizes, Mavours.)

4. Improvements and revisions of existing products: New products that provide improved
performance or greater perceived value and replace existing products.

5. Repositioning: Existng products that are targeted 1o new markets or marke! segments.

6. Cost reductions: New products that provide similar performance at lower cost

13.11 Managing New Product Development
The companies handle the organisational aspect of new product in following ways:

1. Product Managers: The manager in charge of a specific product division is bestowed the
responsibility of new product development, The advantage of this method is that managers
are qunt knowledgeable about the consumer’s changing needs and competitive activities.
duct Managers: A new type of managers are appointed 1o take care of new product

d A professionally.
podu@t Committee: This is a high-level body constitmed of 1wop level managers from

i b =

: Aseparate depariment for new product may be created to underiake
systematically on a continuous basis.

5. New F p: Some companies assign new product development to venture
teams. 1t is o't ¢ gnpany responsible for creating entirely new products aimed
ol new markets. Team g drawn from different functional area of the company,
They are removed i ies. given a budget, a time frame, and provided informal
workplaces that may even work as a team and develop new products.
In a growing economy li i .
must be discovered and satisfied.

customers, The life of the firm is

business as well as to the development of
the market in relation w the products. New products

Product plan is the first step for an entire marketing pro
product development also, Product plan has been defined as “the
research, screening, development and commercialisation of new
lines and the discontinuance of marginal or unprofitable items.
specialists, takes decision on product planning.

the modification of existing
management, including
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13.12 New Product Planning Process

The new product planning is the function of the 1op management personnel and specialists drawn
froum sales and marketing, research and development, manufacturing and finance. This group considers
and plans new and improved products in different phases, as given below:

1. ldea generation (ldea Formulation)

2. Screening of ideas (Evaluation)

3. Concept Testing

4. Business analysis

5. Product development

6. Test marketing

7. Commercialisation (Market Introduction)

1. Idea Generation: The focus in this first stage is on searching for new product ideas. Few

ideas generated an this stage are good enough 1o be commercially successful. New product
ideas come from a variely of sources. An important source of new product ideas is customers,
Fundamentally, customer needs and wants seem to be the most fertile and logical place 10
stan looking for new product ideas. This is equally important for both consumers and industrial
customers.
Product planning staris with the creation of product ideas. The continuous search for new
scientific knowledge provides the clues for meaningful idea formation. Drucker suggested that
the sources can broadly be divided into: (a) Internal Source (within the company) and (b)
External Sources (outside the company)

Sources of New Product Ideas (Internal):

3. Free-lance inventors

4. Trade literature

5. Consulting organisations

6. Trade (airs

7. Advertising agencies

8. Government agencies

9, Imermediaries (Distributors. )
10, Wholesalers and retailers.
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2. Screening the Ideas: (Evaluation): It means critical evaluation of product ideas generated.
After collecting the product ideas, the next stage is screening of these ideas. The main object
of screening 18 to abandon further considerution of those ideas which are inconsistent with
the product policy of the firm. The product ideas are expected to be favourable and will give
room for consumer satisfaction, profitability, a good market share, finm's image. All the ideas
cannot be accepted, because certain product plans need huge amount of investments, for certain
plans raw materials may not be available. cenain plans may not be practicable. Many of the
ideas are rejectod on account of many reasons and thus eliminate unsuitable ideas. Only promising
and profitable ideas are picked up for lurther investigation.

Answers are sought 10 questions like:
* Does the product meet a genuine need?
= Is it an improvement over the existing product?
*+ Is il close o our current lines of business?
* Does il a totally new hine of business?
* Will it offer customers a superior value?
= Will the new product bring in expected ROIT
* Does the market accept the new product?

3. Concept Testing: After the new product idea passes the screening stage, it is subjected o
‘concept testing’. Concept testing is different from test marketing, which takes place at a later
stage. What is tested al this stage is the *product concept” itself-whether the prospective consumers
understand the product idea, whether they are receptive lowards the idea, whether they actually
need such a product and whether they will ry out such a product if it is made available 10
them. hfmmuﬂmmmﬂrwﬁxﬂkuﬂ'mﬂ:mmuum response o the

attributes and expected benefiis.

nalysis): This stage is of special importance in the new product
vital decisions regarding the project are taken based
'nmrsnfulns.mxmuipmfmmmpunﬂnﬁ:nptw

and competitive changes thal may mﬂuenueﬂte
ppeal sales are also needed 1o develop and launch

pmdmlshfecycieu‘n '
a product? A complete cost alNaa
Market analysis involves a pritg
Financial specialists analvse the siti®
analysis will prove the economic prosg

pmlanh:pm:hnlsﬂupud

cts are offered by the firm
tests technical

cmmmﬂmgmﬂwmmﬂdnmurﬂwh:yws
of new products in the present markets. New or |
1o the market 5o as to give betler satisfaction 1o the
evaluations are made strictly.

6. Test Marketing: By test marketing, we mean, what is
method when a product is introduced commercially into These tests are planned
and conducted in selected geographical arcas. by marketing products. The reactions
of consumers are walched. It facilitates o uncover the product fault. il any. which might have

. by itrial and error
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escaped the antention in the development stage. By this, future difficulties and problems are
removed, This type of pre-testing is essential for o product before it is mass produced and
marketed. Sometimes, at this stage, management may take decision 1o accept or reject the
idea of marketing products.
Designing the programme for test marketing involves making a number of decisions:

* Where and in how many markets should test be carried on?

* What should be the duration of test marketing?

* What 10 test?

* What criteria should be used 1o determine success or otherwise?

7. Commercialisation (Market Introduction): This is the final stage of product planning. At
this stage, production starts, marketing programme begins 10 operate and products flow to
the market for sale. It has to compete with the existing products 1o secure maximum share
in the market-sales and profits. When a product is born, it enters into the markets; and like
human beings. has a life span-product life cycle.

In launching a new product, the company must make four decisions:
1. When should the product 1o be launched?
- Right time.
2. Where should it be launched?
~ a single locality
~ & region or
- national market.
3, Which groups should be targeted?
- Existing customers,
hould it be launched?
‘ velop an action plan for introducing the new product into the rollout markets,

needs
syste

7. Correct pricing strat

B, Knowledge of local
9. Choose correct lime
10. Strengih of sales force,

Factors that hinder the new product development:
1. Shortage of ideas
2. Shorter PLC
3. Higher expenditre
4. Fragmented markets
5. Inappropriate incentives
6. High gestation period
7. Nom-cooperation of stall




218 Marketing Management

13.13 Product Diversification
Diversification occurs when a firm seeks 10 enter the market with a completely new product.
“Diversification is o policy of an operating company, so that its business and profits come from
a number of courses, usually from diverse products that differ in market or production characienstics,
“Generally, it means adding a new product 1o the existing product line, It may be new products,
new markets, new technologies. Itis just the opposite of product line contraction and is also referred
to product line expansion. For example, a firm making watches al present, has started making wall-
clocks. This product is different from the existing product. The reasons for the diversification are:
1. To wke advantage of the existing reputation,
2. To arrest the declining profit margins;
3. To meet new products of competitors;
4. To use more effectively the existing facilities;
5. To increase the sales of existing products:
6. To maintain market share;
7. To meet the customers’ demand;
8. To utilise the existing spare capacity of factory;
9. To eliminate cychical slumps;
10. To curtail market expenditure;
11. To compensate the loss of another product;
12. To use undistributed earnings.
The kinds of diversifications are:
1. Products Sharing a Common Base: 1t is an introduction of new products, which are to the
present line. The new products, which are introduced into the market, will not affect the present
way. For instance, a sugar industry can diversify to paper product,
Industries: It is an introduction of a new product, a complementary
type-writer company may manufacture type-writer ribbon, which can be
rv product 1o the typewriter. The new product may be used as an input

3. Products st The products of unrelated industries or lateral diversification
as a move e, beyond the confines of the industry. That is, the company
can produce any produc Wiance HMT produces wrist waiches, eleciric lamps.

13.14 Product elimifatic Withdrawal)
It means that a product is remov ot line. When there is no demand for a product
or when the demand declines 1o ing of such product is of no use. Moreover,

sales, and profit, and finally affects the

reputation and financial strength of the fi ch & process of withdrawal of products is known

as product elimination. A sick product lost market appeal.
The indicator for elimination:

1. Downward profit trend.

2. Decreasing price trend.

3. Declining sales trend.

4, Cheaper substitutes are appeared,

5. Greater utilisation of executive’s time.

6. Contnbution 15 not covering the fixed expenses.
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7. Unfavourahle customer reaction,

8. Emergence of superior substitute products.

9. Decreasing marketing share,

10. The product may be in the last stage of PLC.

13.15 Production Modification

The existing product has to be modified in order to suit the changing conditions, because of fashion
change. When one makes improvements in the existing product, by changing its quality, size, form
or design the process is said 1o be product modification. When changes are made, the existing product
may look almost new. The purpose of this change is to increase the sales or to attract the customers.
Muodification may facilitate: 1. Satisfying the additional needs of the buyers, 2. Up grading or down
grading the quality of a product 1 suit the market-rich or poor, 3. Changing 1o attractive design,
colour, shape etc. 4. Meeting the consumers demand or for social responsibility.

13.16 Product Failure: Reasons
Generally it is witnessed that many products entering into the market, may not reach the target of
sales and profits. Introduction of new substitutes, technological innovations, consumers, who are
selective in their choiee of products reduce the span of life of products. The following are the general
causes for the failure:

1. Conception of product idea or specification of the product may be faulty,

2. Design of product may not match with production facility,

3. The srength of competitions may not be accounted.

4. Marketing may be inefficient and insulficient.

5. Cost of production may be higher than the estimated cost,

6. The t performance may be unsatisfactory,

- iy not be within control,
B. Wark xnynothcumlemmnd]:mperly

10, Teclel produfiion problems might have been underestimated.
. . m the market untimely.

13. Stressing prodi
14, Prices may be high.
15. Poor packaging, inf@fp

nri e
16. Weaknesses in distributi
17, Inadeqguate sales force.
18. Poor timing.
19, Lack of test marketing,

20, Government policy,

How to Avoid Product Failure ?

Many products are introduced in the market and s go out of the market every
year, Many of the problems can be solved by timely taken management: Thus, the
fuilure of some of the products can be avoided by the¥Tollowi

L. The product must be suitable to the market.
2. There must be a good demand in the market.
3. The product must keep the company's image,
4. There should not be any legal restriction,




Innovation

Innovation is defined as the process of bringing about new ideas, methods, products, services,
or solutions that have a significant positive impact and value. It involves transforming creative
concepts into tangible outcomes that improve efficiency and effectiveness, or address unmet
needs.

Innovation is not limited to technological advancements and encompasses novel approaches
to problem-solving, processes, organizational practices, or business model innovations. At its
core, innovation involves challenging the status quo, thinking outside the box, and taking
calculated risks to drive progress and achieve breakthrough outcomes.

Innovation is driven by a combination of factors, including curiosity, creativity, and the desire
for improvement. It requires a mindset that embraces change, welcomes ideation, and
encourages experimentation. Innovation can occur in various contexts, such as business,
science, technology, social sectors, or public services. It can lead to economic growth, social
progress, improved quality of life, and sustainable development.

Key components that make innovation possible in an organization:

Several key companeiits contribute to making innovation possible in an organization. These
components providge the\foungation and enable organizations and individuals to drive
innovation effectivelywlderafarethe key essential components:

. Creativity and Id¢as: Creativity is the fuel for innovation. It involves
generating new and origifial idea€, @hallenging assumptions, and thinking beyond
conventional boundaries. It isdfiezability to connect disparate concepts and envision
novel possibilities. The generation of divégse ideas, both incremental and disruptive,
serves as the starting point for iIfpovatiofi.

. Culture of Innovation: An organizatiohal culture that fosters and supports
innovation is crucial. It includes values, attitudes) ahd behaviors that encourage
curiosity, risk-taking, collaboration, and expegifnentation. A culture of
innovation promotes an open and inclusive envirogfnentywhere individuals feel
empowered to contribute their ideas and embracé change.

. Resources and Infrastructure: Adequate resources, both financial and non-
financial, are essential for innovation. This includes dedicated funding, skilled human
capital, technology infrastructure, research and development capabilities, and access to
relevant information and data. Organizations need to allocate resources strategically to
support innovation initiatives.



. Leadership and Vision: Effective leadership plays a vital role in driving and
supporting innovation. Leaders set the vision, create a sense of purpose, and provide
guidance and resources for innovation initiatives. They foster an environment that
encourages risk-taking, empowers employees, and leads by example. Leadership
commitment and support are crucial in nurturing a culture of innovation and driving
innovation efforts.

. Feedback and Adaptation: Innovation requires a feedback loop that allows
for continuous innovation. Feedback can come from customers, users, stakeholders,
and market trends. Organizations need mechanisms to gather and analyze feedback,
learn from successes and failures, and iterate on their innovation initiatives. The ability
to adapt and pivot based on feedback is essential to refine and enhance innovative
solutions. Innovation requires a feedback loop that allows for continuous improvement.
Modern organizations rely on employee feedback software to validate ideas, refine
solutions, and adapt quickly to change.

. Effective Risk Management: Innovation involves inherent risks and
uncertainties, which makes effective risk management crucial to mitigate potential
challenges and ensure successful outcomes. Organizations need processes to identify,
assess, and manage risks associated with innovation initiatives. This includes

evaluating the feasibility, viability, and potential impact of innovative ideas and
implementing risk mitigation strategies.

Types of Innovation: The Engines Behind Modern Business Success
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Innovation is not one-size-fits-all. Modern organizations thrive by embracing multiple types of
innovation, each driving growth, efficiency, and differentiation in unique ways. Understanding




these innovation types helps companies build effective innovation strategies and stay ahead
of market change.

. Product Innovation: Product innovation focuses on creating new products or
improving existing ones to meet changing customer needs. It enhances design,
usability, and performance—turning creative ideas into tangible business value.

. Process Innovation: Process innovation streamlines internal systems,
workflows, and technologies to increase efficiency and reduce costs. It's the backbone
of operational excellence and competitive agility.

. Business Model Innovation: Business model innovation reimagines how
value is created and captured. From new revenue models to unique partnerships, this
type of innovation helps organizations disrupt traditional markets and redefine customer
engagement.

. Service Innovation: Service innovation enhances customer experiences by
offering new service delivery methods, personalization options, and digital convenience.
It strengthens loyalty and sets brands apart in service-driven industries.

. Incremental Innovation: Incremental innovation involves continuous
improvements to existing products, services, or processes. These small, steady
advancements sustain competitiveness and long-term growth.

. Disruptive Innovation: Disruptive innovation introduces breakthrough ideas
that reshape inQustiies. By starting small and addressing unmet needs, it transforms
markets and oftep dispiaces established players.

. Open Infiovatien:(Open innovation invites collaboration with external partners,
customers, and institutions to fo-create solutions. This approach accelerates
development and fosters shéred creativity.

. Sustainable Innovation: Sustainable innovation designs eco-friendly
products, services, and modelg thabreduge environmental impact. It integrates
sustainability into the innovatioriprocesgfichbuild long-term value.

. Social Innovation: Social innovation agdresses social or environmental
issues with creative solutions that improve livesgpramote inclusivity, and contribute to
global well-being.

. Digital Innovation: Digital innovation leverages technologies such as Al, loT,
and blockchain to enhance operations, deliver smagter_products, and accelerate digital
transformation.

. Technology Innovation: Technology innovation drives advancements in
areas like biotechnology, renewable energy, and materials science—enabling new
capabilities and solving global challenges.



. Computing Innovation: Computing innovation leads progress in information
technology, from advanced algorithms to cloud infrastructure, powering automation,
data security, and digital ecosystems.

Continuous vs. Discontinuous Innovation

All these types of innovation can take two primary forms:

. Continuous Innovation: Continuous innovation is the incremental
improvements that refine existing offerings and sustain competitive advantage.

o Discontinuous Innovation: Discontinuous innovation is the radical
transformation that creates new markets, technologies, or business models.

Innovation Process: 7 Key Steps to Turn Ideas into Impact

Innovation Process: 7 Key Steps

Step 1 Step 3 Step 5 Step 7
Identify Eviluate and Test and Monitor and
Opportunities Selectddeas Iterate Evaluate
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Step 2 Step 4 Step 6
Generate Devel@irand Implement
Ideas Patoty P@ and Scale

The innovation process typically involves a series @i key si€p&that organizations follow to
foster and implement innovation. While specific approagties majy vary, here are the common
steps involved in the innovation process:

Step 1. Identify Opportunities:The first step is to identify opportunities for innovation. This
can be done through market research, customer insights, trend analysis, or internal
assessments. The goal is to uncover unmet needs, emerging trends, or areas for improvement
that can be addressed through innovation.



Step 2. Generate Ideas: Once opportunities are identified, the next step is to generate ideas.
This can be done through brainstorming sessions, idea competitions, customer feedback, or
cross-functional collaboration. The aim is to generate a wide range of creative and innovative
ideas that have the potential to address the identified opportunities.

Step 3. Evaluate and Select Ideas: After ideation, the next step is to evaluate and select the
most promising ones. This involves assessing the feasibility, viability, and desirability of each
idea. Consider factors such as market potential, technical feasibility, resource requirements,
alignment with strategic goals, and potential impact. The goal is to identify the ideas that are
worth pursuing further.

Step 4. Develop and Prototype: Once ideas are selected, they can be further developed and
prototyped. This involves translating the selected ideas into tangible prototypes, mock-ups, or
minimum viable products (MVPs). The aim is to test and validate the concepts, gather
feedback, and refine the ideas based on customer insights and technical feasibility.

Step 5. Test and Iterate:In this step, the prototypes or MVPs are tested with users or in real-
world scenarios. Customer feedback is collected, and the concepts are iterated and refined
based on the insights gained. This iterative process helps to validate assumptions, uncover
potential issues, and improve the innovation before moving to the next stage.

Step 6. Implement ang*Scale: Once the innovation has been tested and refined, it can be
implemented and scaléd up. This involves developing a detailed implementation plan,
allocating resources, and exeguting the necessary actions to bring the innovation to market or
implement it within tiesGraghization. The goal is to ensure a smooth transition from the
development phase to fli-scale’implementation.

Step 7. Monitor and Evaluate:(After intplémentation, it is important to monitor and evaluate
the performance and impact of the igfiowatioi. This involves tracking key metrics and
performance indicators to assess théysuccess Of,the innovation. Regular evaluation helps
identify areas for improvement, make rigcessayy adjustments, and capture learnings for future
innovation initiatives.

Innovation is an ongoing process, and organizationgfshouldfoster a culture of innovation. This
involves capturing feedback, promoting learning from botfi suc@esses and failures and
continuously seeking new opportunities for innovation. Regularly revisiting and refining the
innovation process itself is also essential to optimize the“grganization’s ability to innovate
effectively.
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