
SECOND EDITION

Rajeev Roy
Associate Professor

Xavier Institute of Management
Bhubaneswar

OXFORD
UNIVERSITY PRESS



Detailed Contents

Preface to the Second Edition (Hi)
Preface to the First Edition (v)

Section! Foundations

1. Understanding Entrepreneurship
Introduction 3
Definition 4
Role of an Entrepreneur 6
Reasons for Growth of Entrepreneurship
Age of an Entrepreneurial Firm 10
Why Start a Business ? 11
Entrepreneurial Characteristics and Skills
Types of Entrepreneurs 16

Classification Based on the Timing of
Venture Creation 17

Classification Based on Socio-cultural
Variables ,17

Classification Based on Entrepreneurial
Activity 18

Entrepreneurial Failure 19

2. Growth of a Business Idea
Introduction 26
New Business Idea 27

First Mover's Advantages 27
First Mover's Disadvantages 27

Pre-selection Process 28
Uncover Your Personal Traits 28
Knowledge and Experience 30
Technical Knowledge 30
Domain Knowledge 30
Contacts 30
Goals and Aspirations 30

Sources of Business Ideas 31
Past Work Experience 31
Hobbies and Interests 32
Strengths and Abilities 32
Friends and Family 32

3 * Distribution Channels 34
Travel 34
Books and Magazines 34
Current Trends 35

5 Research Organizations 35
The Web 35

Preliminary Research 36
14 Business Idea Evaluation 38

The Five Questions 38
Other Analysis 40

Industry Assessment ' 40
SWOT Analysis 42
Break-even Analysis 44

3. Intellectual Property
Introduction 49
Trademarks 50

26 Registration 51
Cancellation 55
Rights Conferred by Registration 56
Infringement of Trademarks 56
Passing Off 57
Orders in Infringement and Passing-off

Suits 58
Copyright 59

Kinds of Intellectual Property 59
Registration of Copyright 60
Copyright Protection 61
Infringement of Copyright 62
Copyright Protection for Computer

Programs 62
Patents 63

Criteria for Patentability 63
Applying for a Patent Right 64

49



Detailed Contents xi

Infringement 66
Licencing of Patents 66

Geographical Indications (GI) of Goods 68
Designs 68
Other Laws in India Relating to IPR 69
Trade Secrets and Confidential

Information 70
Non-disclosure Agreements (NDAS) 70
Internal Processes 71

4. Family Business
Introduction 78
Family Business in India 80
The Founder 81
The Next Generation 82
Entry of Family Members 83

Role 84
Compensation 85

Non-family Managers 86
Succession 88

Choosing a Successor 89
Grooming the Successor 89
Planning 90

Best Practices 90
Communication 91
Independence 91
Shared Vision 91
Documentation 91
Conflict Resolution 91

5. Doing Business in India
Introduction 97
Major Issues 98

Bureaucracy 98

78

97

Corruption 99
Labour 100
Regional Sentiments 101
Grey Market and Counterfeit Goods 102
Social Capital 103

Types of Organizations 104
Sole Proprietorship 104
Partnership Firm 105
Company 105
Limited Liability Partnership 106
One-person Company 106
Small Companies 107

Legal Compliances 109
Income Tax 109
Sales Tax 109
Profession Tax 111
Central Excise 111
Company Law 113
Import-Export 113
Labour Laws 113
Pollution Control 114
Service Tax 115

Entrepreneurial Support
Introduction 124
Policies 125

Tyjbes of Policies 126
Evaluating Policies 131

Business Incubation 132
Incubation Benefits 133
Managing Incubators 135

Business Clusters 136
Identifying Clusters 137
Cluster Development 138

Section I I Mobilizing Resources
7. Buying a Business

Introduction 147
Challenges in Buying a Business 148

Advantages 148
Disadvantages 149

The Search 150
The Industry 150

124

1 4 7 Accountants and Lawyers 150
Bankers 151
Advertisements 151
Others 151

The Process of Buying 151
Preliminary Information Collection,,, 152

152



xii Detailed Contents

Assessment 152
Additional Information Collection 152
Negotiation 153
Transition 153

Scrutiny 153
Valuation 156

Value of Assets 156
Return on Investment (ROI) 157
Payback Period 157
Discounted Cash Flows 157

Negotiation 158
Franchising 161

Advantages of a Franchise 162
Choosing a Franchise 163
Franchise Agreement 165

8. Entrepreneurial Finance 173
Introduction 173
Debt 174 10.

Sources of Debt Finance 174
Securing Debt Finance 175
Lending Strategies 180

Venture Capital 182
Structure of the Funds 182
Professionals Involved in Venture Capital 186
Compensation 187
Venture- Capital Investments 189
Concerns of a Venture Capitalist 192
Term Sheet 193
Venture Capital Industry in India 195

9. Business Models 203
Introduction 203
Components of a Business Model 204

Customer Value Proposition 205
Profit Formula 206
Key Resources 207
Key Processes 207
Business Model Canvas 207
Types of Business Models 208

Niche 210
Long Tail 210
Mass Customization 212
Freemium 212
Unbundling 213
Bundling 213
No Frills 213
Premium 214
Open Business Models 214
Multi-Sided Platforms 215

Business Model Innovation 215

Making a Business Plan
Introduction 221
Uses of a Business Plan 223
Writing a Business Plan
Data Collection 226
Kinds of Business Plans
Importance of Executive Summary
Description of the Business 230
The Management Team 231
Industry and the Market 232

Operations 234
Marketing Plan 235
Finance 237
Risks and Contingencies 237
Appendices 238

221

224

227
229

Section I I I Operations and Management

11. Managing Operations
Introduction 247
Purchasing Process 247

Locating Suppliers 250
Purchase Situations .250
Receiving Goods 251
Buying Considerations 251

2 4 7 Inventory 253
Classification of Inventory 254
Types of Stocks 254

Cash Management 255
Impact of Bad Cash Management 257

Cash Manager 258
Variable Nature of Cash Flows 259
Collection of Accounts Receivable 259



Detailed Contents xiii

Managing During Disasters 261
Identify Risks 261
Reduce Risks 261
Plan 262
Training 262 .
Getting Back to Business 263

Seasonal Businesses 263

12. Human Resource Management 270
Introduction 270
Hunting for Suitable Candidates 270
Conducting Interviews 273
Induction 274
Motivating Employees 275

Fixing a Salary 276
Perks 278
Other Ways to Motivate Employees 280

Training 282
Training Institutes 282
Business Schools 282
In-house Training 282
Online Training 283
Maintaining Discipline 283

Termination of Employment 284
Dealing with the Situation of Firing 284

13. Entrepreneurial Marketing 291
Introduction 291
Characteristics of Entrepreneurial

Firms 292
Limited Resources 292
Small Size 292
Not Known to the Customers 292

Features of Entrepreneurial Marketing 293
Proactive Orientation 293
Innovativeness 294
Focus on the Customer 294
Utilizing an Opportunity 294
Risk Management 294
Value Creation 294

Market Research 294
Segmentation, Positioning, and

Targeting 297
Branding 299

Major Considerations 299
Challenges in Building Strong Brand 301

Pricing 302
Price Sensitivity 304
Pricing Strategies 305

Distribution 306
Going Directly to the Consumer 306
Going Directly to the Retailer: Bypass

Distributor 307
Using Sales Agents 307
Participate in Established Channel

Structure 308
Set Up Your Own Intermediaries 308
Deciding on the Distribution Channel 309

Advertising 310
Creating Buzz 311
Myths of Viral Marketing 313

Promotions 313
Types ofPromotional Campaigns 315

14. New Product Development 323
Introduction 323
Need for an NPD Process 324
Types of New Products 325
NPD Process 325

Opportunity Identification 326
Concept Generation 326
Concept Evaluation 327
Technical Development 328
Life Cycle Management 329

Adoption Process 329
Adopter Groups 330
Product Characteristics 331

Best Practices 331
Communicate with the Customer 331
Top Employees for Ideas 331
New Product Team 332
Budgeting 332
Letting Go 333

Involving the Customer 333
Lead-User Method 333
Mapping the Consumption Chain 334

Barriers to NPD 335
Common'Mistakes Committed in NPD 336



xiv Detailed Contents
\

No Market Research 336
Hasty Commercialization 336
Focus on Product, Not on Benefits 337
Lack of Communication 337
Availability of Product 337
Pricing it High 337
Pricing it Low 337

15. E-Business 343
Introduction 343
Domain Name 345
Website 346

Finding Designers 346
Choosing Designers 347
Settling on a Design 347
The Contract 348
Updation 348

Social Networks 349
Tracking Social Media 349
£*M# 350

E-Commerce 351
Shopping Cart 351
Auction Programmes 351
Payment Mechanism 352
Shipping 352

Hosting 352
, Selecting the Right Host 353

Storefront Solution 354
Building Traffic 355

iSWcA Engine Optimization (SEO) 355
Pay-Per-Click Search 356
Banners, Links, and Affiliates 357
Free Downloads 358
E-mail 359

16. Networking 365
Introduction 365
Entrepreneurial Networks 366

Anchorage 366
366

366
Reachability 366
Brokers 366
Contend 367
Intensity 367

. Durability 367
Frequency 367
Direction 367

Starting and Managing a Network 368
Starting the Network 368
Sz'̂ e o/̂ Ae Network 369
Removing People from Your Network 370
Corcten* 371
Projecting the Right Image 371
Tapping into Other People's Networks 372

Infrastructure for Networking 373
^rfirm 373
Phone (Landline) 373
£-maz7 373
Mobile Phone 374
26?«/> Details of Your Contacts 375

Harvesting Benefits from Networking 375
Best Practices 377

17. Project Management
Introduction 382
The Project 383

Purpose 383
Life Cycle 383
Uniqueness 383

Project Selection 383
Profitability 384
Competitive Necessity 385
Operating Necessity 385
Scormg 385

Project Planning 385
Overview 386
Background 386
Objectives 386
Approach 386
ScAftMe 386
Resources 386
•Sft#W£ 387

.Monitoring 387
flufa 387

Project Manager 387
Qualities 388
Responsibilities 388
Networking Techniques 391

382



Detailed Contents xv

Problems 392
Project Control 392

Cybernetic Control 393

Go/No-Go Control 394
Post-Performance Control

Best Practices 394
394

Section IV Growth and Social Responsibilities
18. Growth 405

Introduction 405
Stages of Growth 406

Phase 1: Coming into Existence 406
Phase 2: Survival 406
Phase 3: Success 406
Phase 4: Take-Off 407
Phase 5: Consolidation 407

Growth Strategies 408
Diversification 408
Joint Ventures 411
Mergers and Acquisitions 412
Franchising 413

Global Expansion 415
Upstream Internationalization 415
Selling 416
Barriers to International Growth 416
Steps to International Growth 417

Relocation 418
Financing Growth 419

19. Exit Strategies 425
Introduction 425
Reasons for Exiting 426

Lack of Profits 426
Loss of Interest 426
Future Prospects 426
Dissolved Partnership 426
Disinclined to take Further Risks 426
Other Opportunities 427
Personal Reasons 427
Favourable Economic Conditions 427

Long-term Preparation 427
Focus 427
Large Customer Base 427
Diversified Customer Base 428
Regulatory Compliances 428
Land Documents 429

Contracts 429
Management 429

Short-term Preparation 429
Valuation 430
Update Books 430
Supporting Documents 430
lake lax Advice 430
Grf a 22am m P/ace 430
Continue Business as Usual . 430
T̂ Vrf Impressions 430

Telling Your Employees 431
Seller Financing 433

Benefits to Seller 433 ,
Risks to Seller 433
Benefits to Buyer 434
i?zlr&y to Buyer 434

Sale 434
Initial Public Offering (IPO) 435

Benefits 435
Responsibilities 437
Listing 438

20. Social Responsibility 444
Introduction 444
Corporate Social Responsibility 445

Increased Focus on CSR 446
Benefits of CSR Activities 447

Dimensions of CSR 447
Internal Dimensions of CSR 448
External Dimensions of CSR 449

Role of Governments 450
Guiding the Business World 450
Facilitating 450
Incentivizing 451
Certifying/Endorsing the Company 451
Participating Directly in CSR

Acitivities 452



xvi Detailed Contents

Auditing/Monitoring 452 Other Linkages 455
Exercising Control 452 Criticisms of CSR 455

Role of Markets 452 21. The Social Entrepreneur 461
Consumer Awareness 453
w • i . i-> in Introduction 461
Market Forces 453 . .
„ , , ,. . . _. Motivations oi a Social Entrepreneur 462
Globalization 454 . ^ .

1T1 . , ~, r r^c-n ATA Characteristics ox a social Enterprise 464
Business Case for CSR 454 ,. r

, , , .. D ~, ._. Funding 466
Marketing Benefits 454 _, ° . __
D . r, * J.-* ^ c Governance 467
Business Partnerships 455 . . „ , ^ .__
_ „ t r / Attracting Talent 468
Cost Savings 455 „ ° . . „ .__

° _ _ bupporting social Entrepreneurs 470
Improvement in Productivity 455 ^ f ,. o . , „ -. .- ,

r y Evaluating social Performance 471

Case Studies
Case Study 7: Darshan Enterprises 479 Case Study 5: AirAsia 528
Case Study 2: Mithailite 486 Case Study 6: Jumbo King 538
Care Study 3: 180s 503 Owe Study 7: ,SWa Win« 543
Case Study 4: Big Ones 515

Bibliography 552

Index 567


