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Dedicated to Youth of India

He, who studies how things originated and came into being, will get the
clearest view of them.

Aristotle (384 - 322 BC)

An artist should look beyond the tangible world, the beauty of form that
meets the eye. He should lift the veil and look within. The phenomenal world
of separated beings and objects blind the reality beyond. How can you learn
painting without learning sculpting, sculpting without learning dancing and
dancing without learning music?

Chitrasutra (Aphorisms on painting), Vishnupuranottara, ~ 6th Century AD



The information contained in this book has been collected by the
author from various sources, primarily from the notes made during his
own studies in various courses of instructions he has attended and from
those made for class room learning and teachings for motivating his
students. Some excerpts from media and the Internet have been
included in the book, for which the creators of original intellectual
property have been referred to and their identity has been mentioned at
appropriate places. The publishers believe that there is no violation of
any rules relating to copyrights or intellectual property rights in any
manner whatsoever. However, if any source has been attributed, the
publishers may be informed in writing for necessary action.

Collation and presentation of ideas of various thinkers, authors and
leaders mentioned in the book has been done to facilitate readers in
investigating more authentic facts and making up their own impressions.
The author and publishers take no responsibility for their accuracy and
readers are warned to make their own validation of facts, carry out their
own detailed research, analysis, verification and validation of necessary
inputs while planning or proceeding with their business or new startups.

The Author and Publishers specially disclaim any risk, loss or
liability to whomsoever in whatsoever form, as a consequence of using
the contents of this book.
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Prologue

The purpose of this book is to promote entrepreneurship in India.
First focus for its readership is on undergraduate students of all disciplines, especially

technological, since they have already displayed their bias for technology and innovation by
getting into a technological institute and since India needs entrepreneurship mostly based on
technological innovation today. Second focus is on senior citizens, consultants, teachers,
ex-servicemen, retired professionals of any discipline and of course, college drop outs who have
displayed an entrepreneurial attitude of creative destruction by deciding to drop out. They may
use this book for focused ideation on possible ventures of their liking and build a team around
them. The third focus is on executives in businesses whether in India or abroad who care to
explore intra-preneurship within their own enterprises or an exceptional entrepreneurial venture
or a spinoff in India. Lastly, the dots and Exhibits in this book may be a good source or reference
for researchers to find their own research questions in social sciences.

Methodology followed to accomplish this purpose has been influenced by dictates of revered
Chinese teacher Confucius (551 - 479 BC) who had said, “Tell me and I will forget. Show me and
I will remember. Engage me and I will understand’.

Engagement of the reader is sought through a pastime game of ‘joining the dots’, which
results into formation of an image, of course, imaginary in this case. After all, what we see around
us is only an image of reality, may be like the tip of an iceberg. We come close to reality through
studying and making several images of an entity from different viewpoints or perspectives. All
dots in the book are eminent entrepreneurs or outcomes of exemplary entrepreneurships. It is
indeed, a regret that the dots included in this book are very few. Readers should add more dots for
their own exercise and possibly become another dot themselves!

Subjects like Entrepreneurship and Business Environment have been rightly introduced at
under graduate levels in Indian Universities. It is an interesting trend today that even the senior
school students are increasingly thinking of their own business instead of going for graduation.
Some wish to acquire skill sets to develop innovative or entrepreneurial ideas and even obtain
certain work experience, before plunging into a business activity. Several others cannot afford
that luxury and wish to even drop out of the college due to their compelling economic challenges
or for an alternative they may have in mind. Time has come in India, that undergraduate students
be exposed to these subjects in greater depth and wider perspective through active learning. This
should still remain essential at postgraduate levels, with different intensity, pedagogy and
research orientation to suit their curriculum designs and objectives, preferably through project
reports which could be of use to graduates and to the country.



The basic idea behind any entrepreneurship is to promote economic activity. One has to walk
an extra mile to achieve it. Assuming that the readers have a general idea of economics as a social
science, their engagement is sought through the following five chapters in this book:

1. On Businesses
2. On Management
3. On Strategy
4. On Entrepreneurship, and
5. On Indian Environment.
Each Chapter has its own outline of learning objectives, chapter contents divided in parts, a

summary and a few questions for readers to ask themselves.
Chapter 1 ‘On Businesses’, comprises three parts. Part I is an introduction to business, for the

benefit of beginners, so that they may appreciate the significance of the business houses, activities
or about the entrepreneurs who have been introduced subsequently as ‘dots’. Part II comprises
names of certain businesses or events, selected with a purposive sampling technique, from
different sectors of economy. A very brief introduction is given for each dot. These dots are
identifiable with a prominent ‘bullet mark’ throughout the book. Readers should collect more
information on ‘the dots’ of their interest and discuss with their colleagues and mentors for
making their own roadmaps for a possible business. The dots have been generally placed in a
chronological order, interspersed with several exhibits related to or connected with those dots, for
ease in linking and conceptualising. Part III of this chapter is intended to give some ideas on the
modes of business in current digital economy, which is emerging fast, across the world. Cover of
this book with a few currencies is inspired by this idea. After all, money and management are all-
pervasive.

Chapter 2 ‘On Management’, comprises two parts. Part I has an introduction to management,
and it has names and ideas of certain management thinkers as ‘the dots’ of this chapter. Part II
reproduces some widely accepted ideas on principles and practices of management. Exhibits have
been included amongst the dots for ease of understanding of various thoughts.

Chapter 3 ‘On Strategy’, is divided in three parts. Part I is an introduction to business
strategy. Part II gives the names of selected thinkers with their ideas on strategy. These are ‘the
dots’ of Chapter 3. Part III contains some generally accepted concepts and practices on strategic
management of businesses.

Chapter 4 ‘On Entrepreneurship’, has two parts. Part I gives a brief introduction to this
subject and contains ‘the dots’ with a review of historic ideas leading to concepts of
entrepreneurship with a bias on economics and technology. Part II offers more ideas on
entrepreneurial perceptions, practices and implementation.

Chapter 5 ‘On Indian Business Environment’ has four parts. Part I contains an introduction
to India with deliberate attempt to peep into her past through several windows which appear as
some ‘dots’. The author firmly believes that a country’s past is relevant to its present and future.
A wise entrepreneur can ill afford to ignore the sentiments of the people of a country, even if they
are tolerant and accommodative. This aspect must be appreciated by entrepreneurs, for better



acceptance and growth of their new startups in the Indian society. Part II comprises five
significant major ‘dots’ namely, the Political, Economical, Social, Technological, Legal and
Environmental (PESTLE) Factors normally considered by any business house before expanding
their business to a country. All such ‘dots’ keep changing their significance and intensity with
time, in ever changing environment. With every dot, a very generic and detailed idea has been
included for the readers to build on them and keep themselves updated. Part III consists of names
of certain business houses and families as the new startups will either be collaborating with or
competing against them. Part IV lists out certain opportunities, support and benefits extended by
the governments and others for new startups.

Certain learning objectives before each chapter and a summary towards its end have been
included. Each chapter ends with a long list of questions, whose answers should be sought by the
readers themselves, as a practice for research or for pursuit of their own entrepreneurial objectives.
This is their real self engagement, first step towards entrepreneurship. This book may be used by
mentors and teachers as a workbook for channelizing the thought process of their clients and
potential entrepreneurs.

This book is styled for general reading and therefore, avoids the format of a research
document, even though it is based on years of studies, research and experience. There are no
references or endnotes, to keep the volume of the book at its minimum. It is quite easy to identify
the sources of the material or inspirations used in this book from the Select Bibliography and
numerous blogs on various topics. The text has been kept free from details, especially statistical
as the statistics keep changing and it is quite easy to find the latest updates from the Net.

India has emerged as a reckonable global market with her geostrategic location in the world,
multifaceted and kaleidoscopic socio-cultural outlook, sound and liberal democratic populace;
ranging from numerous ash-smeared self styled sadhus or beggars living by riversides or on
sidewalks of metros to numerous high-end business communities living in mansions. With its
vibrant economy, India also appears to present a unique opportunity to the world for expanding
their markets and production bases. A unique place to do business, and a most appropriate time
for that is now.

Essentially, any book is to facilitate learning. These lines from Late Dr APJ Abdul Kalam
should be remembered:

When learning is purposeful, creativity blossoms,
When creativity blossoms, thinking emanates,
When thinking emanates knowledge is fully lit,

When knowledge is fully lit, economy flourishes.
The author hopes this book is taken up with a spirit with which it has been written and

wishes good luck to all its readers. Their feedback will be most welcome and appreciated.
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‘Information is a source of learning. But unless it is organized, processed,
and available to the right people in a format for decision making, it is a

burden, not a benefit.’

– William G. Pollard (1911–1989), American Physicist

Learning Objectives

This chapter is divided in three parts and contains exhibits numbered from 1.1 through 1.13, inserted
at places related to the ‘dots’ around it.

In Part I, the readers, especially from non-business backgrounds, will get a preliminary introduction
to a subject called Business Administration.

In Part II, after perusal of various businesses mentioned as ‘dots’, the readers will build their own
perspective of famous businesses. These perspectives will include facets like the conditions in which
those businesses were created, how they flourished and why some of them ceased to exist or how the
others have managed to keep shining or are struggling to do so in today’s competitive world. From
those perspectives, the readers and aspiring entrepreneurs will draw their own direction and
inspiration about the sector of business in which they, themselves may like to plunge in and set the
objectives for themselves. The readers will also have a feeling of how the objective of big businesses
has shifted from geo-politics to bringing goods and services to people across the globe.

Part III, covers an introduction to today’s digital economy, the way businesses are conducted today
and the course they may take in future.

Study of the exhibits will give the readers the capability to understand the effort needed to start a
business and the course a business may take. As these exhibits encompass numerous sectors, the
reader may also get a gut feeling about the businesses they may like to get in and the spirit with
which they should move forward.

After study of the chapter and attempting the questions at its end, the readers will be prompted to
study and obtain more information from media or through personal contacts, about their pursuits and
directions.

Chapter 1 – On Businesses
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Part I - Introduction to Business

Definition

A business is one’s occupation, employment, duty, affairs, area of work or a domain of active interest.
It may include a firm, a group of people or individuals engaged in commercial activities like trading of
goods and services. People enter into a business to produce some goods or provide some services to
other members of the society, in which they live and work. Such production of goods or performing
activities associated with the production and distribution to people must be desirable by other people
in the society. On the contrary, no activity undertaken during conduct of a business should be
objectionable or undesirable by the society. Members of the society should have a choice to avail of
such products or services at prices they can afford to pay. The entire business must be profitable for
the people in business, otherwise the business will cease to exist.

Goods and Services

Food, clothing and shelter are the basic requirements for humans to survive. However, these are not
enough. Being social, intellectual and ambitious, people create their own wish list. This wish list, at
times, may just remain a dream, since there are no means to fulfill them. Yet, majority of these wishes
do get converted into needs when people acquire the capability to fulfill those.
The material needs of people may be identified as goods and services of a quality depending on the
standard of living and purchasing power of those people. Obviously, there comes a need to produce
those goods and services of varying qualities to meet the requirement of people with varied standards.
Some of these needs may not be fulfilled due to limited purchasing capability at a particular time.
Later when adequate money is available or may be made available the ‘needs’ get converted into
‘wants’. People then, want to buy the goods because they need and can pay for them. Once they have
identified their needs and managed the resources for payment, they have a choice out of the wide
range of products of various specifications or qualities, each coming at its own price. That is about
goods. Similarly there is a variety of services which come within the needs, like the medical,
transportation, education, entertainment and a host of others. Then there is a variety of services
available with varying quality and cost.
All these goods and services are made available in a place called market, where buyers and seller meet
or engage in a communication to fulfill their wishes or wants. Buyers need is to buy a product or
service at a cost. Sellers offer the products or service at a price the buyer is prepared to buy.This
price has to be such that the cost of producing it is recovered from the sale and some profit is made.
That is precisely what a business is all about.
Before proceeding further, we should understand the difference between products or goods and
services, for their correct usage in our learning and practice. The difference between goods or products
and services is illustrated in Table 1.1.

Table 1.1: A Comparison between Goods or Products and Services

No. Goods or Products Services

1 Goods are manufactured or fabricated, e.g.
production of cars, clothes, sewing machines,
food-products, electrical gadgets or books.

Services are performed, provided or rendered, e.g. sales
or servicing of cars, designing & tailoring clothes,
providing restaurant services, supply of electricity or
provision of education services.
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No. Goods or Products Services

2 Goods are tangible, visible and perceptible, like
mobile phones.

Services are rather intangible, mostly invisible, e.g.
communication services.

3 Consumers are not directly involved in
production process; they just buy the finished
goods, like a car, a bicycle, ready-made clothes
or food items.

There is direct involvement of consumer during provision
or performance of service, like medical treatment given to
patients, or train service given to a passenger.

4 Goods can be checked or sampled before
purchase for their quality, like window-
shopping, before purchasing.

Services actually received cannot be sampled or
inspected, e.g. the experience of a rail travel or an air
travel paid for, has to be availed, the way it is offered.

5 Goods purchased, can be temporarily stored and
delivered later at convenience of buyer or
seller.

Services have to be consumed or availed of at the point of
time indicated in their sale document or ticket, or at the
dining table booked at a restaurant.

6 Goods can be sent to a place where customer
wants them to be delivered, like a fridge to be
delivered at buyer’s house.

Consumers have to come where services are provided,
like check-in at the airport from where a flight is to take
off, to utilize the air transport service.

7 Purchaser has right to use the goods at place or
time of his or her choice, like taking a car or
household goods anywhere.

Purchaser has to avail of the service at specific time and
place where it is available or provided, e.g. services of
hotel suite sold for a day or night.

8 Ownership of goods can be transferred, like
cars can be resold to another person, the new
owner.

Services are not transferable, like an air ticket sold to
someone cannot be resold or availed by at any other
place/route.

9 Competition in business of goods is limited
only to big players, as elaborate infrastructure is
needed to produce them, e.g. television sets,
LCDs or LEDs.

There is close competition amongst service providers, as
there is less investment required and there are fewer
barriers to entry, e.g. Introduction of variety of food and
beverages.

10 Material is major component in products
business, e.g. soaps, shampoos or gasoline sold
at fuel filling stations are mostly material.

Most services are provided with less of material and with
more of human or machine effort. E.g. at hair dressing
saloons or beauty clinics.

11 There is limited change in variety of goods with
growth of civilization, like cars have retained
the same components – the engine, the steering,
wheels and seats, with marginal increment is
services like air-conditioning, sound system
etc., keeping the core product essentially the
same.

There is a significant increase in variety and quality of
services with growing socio-technical needs, like radical
changes in the transportation services from horse-drawn
buggies, to privately owned motor cars, to taxi services,
to mass transportation like buses, trains and air travel in
business classes suitable for different customers.

12 Production of farm and industrial products
retains a predominant share in growing
economies over the services sector, as the high-
end services are less affordable - hence less in
demand in comparison to essential goods like
food and shelter.

Services occupy larger and larger share in a country’s
GDP as its economy grows. Food and shelter having been
taken care of by the older generations, the new one looks
for a larger variety and quality in services – like more
electric consumption, more travel and more data usage on
mobile phones.

Notes:
(a) There is a gradual shift of increasing more and more services along with product for establishing a long term

customer relation, to ensure longer business prospects and giving more value to customers, e.g. A footwear
company keeping scanned date of customers feet and delivering from time to time a custom made pair of shoes on
orders for a long duration.

(b) Proportion of shares in Goods and services sectors are a measure of a country’s classification as a Less Developed
or Highly Developed Economy.
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Commerce. Commerce is exchange of goods involving buying and selling. It is a component of
business which includes all activities, functions and institutions involved in transferring goods from
producers to consumers in the legal, economic, political, social, cultural, and technological
environment of the country where such business is carried out. Thus, commerce is a system that
affects the business prospects of an economy or a nation-state. Today commerce includes a complex
system of companies that try to maximize their profits by offering products and services to the market,
which consists both of individuals and other companies) at the lowest production cost.The system of
international trade has helped the developing economies. However, at times the combination of
bilateral or multilateral agreements with a pressure to lower tariffs or to achieve free trade, has
sometimes harmed the less developed countries in making due profits out of their local products.
Trade. Trade involves the transfer of the ownership of goods or services from one person or entity to
another. It includes exchange of goods or services with other goods or services or for money. Trading
happens when there is specialization and division of labor, in which most people focus on a smaller
number of items produced. Necessity of Trade is felt when different items are produced in different
regions, each at their own competitive rates. Trading may be carried out as wholesale, that is, goods
sold as merchandise to industrial, commercial or institutional bodies. It may be between other
professional business users, or with other wholesalers and related retailers. Retail trade is the sale of
goods or merchandise from a very fixed location, such as departmental stores, boutiques or kiosks, on
line or by mail, in small or individual lots, for direct consumption or for use by the purchaser. In place
of “trade” other terms like “commerce’ and “financial transaction’ are frequently used.
Market. Market is a system and network that allows and facilitates trade. Markets exist in form of a
variety of systems, institutions and organizations with procedures, social relations and infrastructure
where parties engage in exchange of goods or services. Such exchange may be with money as the
medium for assessment of costs, prices and profits. It is a place or space, including virtual space,
where prices of goods and services are established. Markets facilitate trading and enable the
distribution and allocation of resources in a society. A market emerges spontaneously when the needs
for products or services arise in a society. Simultaneously there emerge providers for the same.
Markets may be divided or segmented by their geographic locations. For instance, the food market in a
single building, the real estate market in a local city, the consumer market in an entire country, or the
economy of an international trade bloc, where the same rules apply throughout. Markets may be
worldwide, for example the global gold trade or may be divided according to various criteria, like
markets in developed economies or in developing economy.
Several theories and models concerning the basic market forces of supply and demand have been
evolved. A major factor for consideration before getting onto a business is how much a given market
can be considered to be a ‘free market’, which means - it is free from government intervention.
Barter. Barter system is an old model of exchange of goods for other goods by direct, bilateral or
multilateral arrangements. Money or monetary scales may or may not be used as a system for
evaluation. It becomes essential in times of monetary crisis, when money is not conveniently available
for conducting commerce. In a monetary economy, money plays the role of a measure of value of all
goods, so their values can be measured against each other.This role of money may be absent in a
barter economy, and that is a demerit of the system. The system was found convenient by the labor
employed in industries as remuneration to physical work done or services provided by them. Over the
time, money has become more convenient and barter is diminishing.
Types of Ownership of Business. Ownership of a business may take a variety of forms, as follows:
 Sole Proprietorship or a Sole Trader. One person, who may operate it alone or with other

people, owns such a business. A sole proprietor has unlimited liability for all obligations incurred
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by the business, whether from operating costs or from a judgment issued against the business. All
assets of the business belong to a sole proprietor, including, for example, computer infrastructure,
any inventory of goods, manufacturing equipment and any retail fixtures, as well as any real
property owned by the business.

 Partnership Firm. Two or more people own a Partnership Business In most forms of
partnerships, each partner has unlimited liability for the debts incurred by the business. There are
three most prevalent types of for-profit partnerships, i.e. general partnerships, limited
partnerships, and limited liability partnerships.

 Corporation. A corporation has a separate legal personality from its owners who have a limited
liability in the business. It can be either government (central or state) or privately owned and may
be organized for profit or as non-profit organizations. A privately owned, ‘for-profit corporation’
is owned by its shareholders, who elect a board of directors to direct the corporation and hire its
managerial staff. A privately owned, for-profit corporation can be either held privately or by a
small group of individuals. It may also be publically held, with its shares listed in and traded
through stock exchanges.

 Cooperative. A co-operative is a limited liability business organization working for-profit or not-
for-profit. A cooperative differs from a corporation in that it has members, not shareholders, and
they share decision-making authority. Cooperatives are typically classified as either consumer
cooperatives or worker cooperatives. Cooperatives are fundamental units to the ideology of an
economic democracy.

Franchising. Franchising, originated from French word franc for free, is a practice of doing business
with use of another firm’s successful business model, essentially operating in a large geographical area
as a chain of distributors. The basic business owner becomes the franchisor who approves franchisees
to extend their business using their logo with products locally produced after payment of a royalty.
Franchisees have greater incentives to promote the original business than direct employees, as they
have direct stakes in the business. Various countries have their own regulations to monitor the impact
of such a business extension.
Affiliate Marketing. It is performance-based marketing in which the main business rewards one or
more affiliates for each visitor or customer brought by the affiliate’s own marketing efforts.
Holding Shares. Shares of a company represent a fraction of ownership in a business. A business may
declare different types of shares, each having distinctive ownership rules, privileges, or share values.
Ownership of shares may be documented by issuance of a stock certificate. A stock certificate is a
legal document that specifies the amount of shares owned by the shareholder, and other specifics of
the shares, the details of which must be clearly understood before acquiring such ownership.

Interaction of Business Houses with Households and Other Entities in a Society

Business Firms and Markets. Businesses or business firms are companies registered with the
Registrar of Companies. They produce goods or services. They function in an environment comprising
households and markets where the goods and services produced by the firms are sold. There is also
another market where the raw material, money, labour and other inputs are purchased by the firms.
There is a regulating or facilitating environment.
Households and Markets. Households are social units comprising people living together in the same
dwelling. They interact with business firms for two distinct purposes, to buy products or services sold
by them or to provide them with labor, money or inputs to run their businesses, a mutually
complementary arrangement. Labour is a resource that every household adult can supply in the
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markets for wages (for working blue collar jobs) or for salaries (for white collar managerial class) as
remuneration at rates fixed through mutual considerations.
Product and Resource Markets. In product markets, business firms supply and sell goods and
services while households demand and buy them. In resource markets, the relationship is reversed.
Households supply and sell factors of production, such as labor, while business firms demand and buy
them. These entities are shown in Figure 1.1.

Households
earn

incomes
from Factor

Market
(= GDP in `)

Factor Markets

Firms procure
Resources

(inputs) from
Factor

Markets

Households
provide Land,
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and

Entrepreneurship
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and Interest and
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selling Products
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Flow of Goods and Services

Flow of Money (Rs or Foreign Exchange)

Figure 1.1: Circular Flow Model of Inputs and Outputs showing Interaction of Business Firms,
Households and Product/Factor Markets

The market forces based on supplies and demands fix the prices of goods and services. If the demand
of a product or service is more than what is produced, the prices will go up. On the other hand if
production is more and demand less, the prices will come down and possibly one can buy larger
amount of goods for less amount of money, if at all needed. It is a trend called deflation. Similarly, if
there is more money in the market, prices may be increased by the firms to trap that money in order to
raise their revenue income. This is an inflationary trend. These trends are the phenomena of free
market economy, on belief that there is ‘an invisible hand’ regulating the market prices. In exceptional
circumstances these trends need to be curbed by regulators either by fiscal measures, like statutes or
regulations on taxes or monetary measure like regulating money supply in the markets. That is the free
market economy with exceptional controls. When everything is controlled it is a controlled economy
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like in communism. Contrary to that, there was a controlled economy, where the government fixed all
prices. That era is now a history. It is the age of free markets and a cutthroat competition where
various firms compete to offer goods and services of ‘higher quality’ at lower prices. They must do it
for their survival.

Concepts of doing Business

‘Firm or Product’ Centric Business Model. When it became possible to produce a large number of
items of a particular product, like two-wheelers or four wheelers, it became a fashion for the business
firms to produce more and more and push the same to the market, because buyers needed those goods
and had no alternative. All necessary engineering effort, machinery, personnel and finances were
provided for production. The output is distributed or sold to customers, through a push force used by
the marketing department. There is very little concern for the customer’s choice or liking. For instance,
for the early Ford car Model T, the choice was ‘any colour, provided it was black’! This attitude was
adopted because there were people available to buy the car - Model T. They did not mind accepting its
black colour, even against their choice, because a car (the core product) was their necessity. That was
the reason for mass production without any product distinction and evolution of the famous assembly
line credited to Henry Ford. This trend continued even by another company - General Motors, till they
considered offering a variety of different models in the USA. In India this trend continued till global
players came in to compete.
A perspective of business functions, like the technical activities resulting into production and
operations, for a long time was central to all business functions as shown in Figure 1.2. Resources like
Engineering, design and personnel are peripheral to their central activity. Finance is a separate distinct
function connected to production through accounting. Accounting interfaces with marketing, which in
turn interfaces with the central function of production through distribution system. There is no place
for customer, which is dealt by marketing department to secure orders and distribute goods.

Finance,
Accounting,
Purchasing

Engineering
Production,
Operations
Distribution

Marketing
and Sales

Customer

Human
Resources

Figure 1.2: Outdated ‘Firm and Product Centric’ Business Model

‘Customer Centric’ Business Model. Needless to say that, with rising awareness about different
products available in markets across world and with increased amount of disposable incomes, the
households aspirations have increased. They need, according to their status, enhanced quality goods
with different features and want to buy them because they can afford to do it. They will go and fulfill
their needs by purchasing products wherever available. Therefore, now there is limited monopoly. And
to convince the customers for buying their goods, the business firms have to adopt a customer centric
model. In today’s world, product ranges like Apple computers have emerged with highly focused
study and understanding of the customers. A contemporary perspective of business functions with
customer at the center, marketing department attempting to pull the customers to their products and
other business functions surrounding the customer with a close marketing cover is show in Figure 1.3.
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Marketing Customer

Production & Operations Sales & Distribution

Personnel & Security Finance and Accounting

Figure 1.3: Contemporary Customer Focused Business Model.

Emerging Trend of Value Co-Creation. With fast growing communication and production
technologies, it is now possible to interact with the customers and design custom-made products,
manufacture and deliver them to wherever they want on global basis. A simple example is a shoe
supply company, which has the database of scanned shape and size of feet of all their customers. Any
time a customer wants a new pair of shoes, the data along with the style of the shoe desired is supplied
to designers of the customers’ choice anywhere in the world. That design is sent to best and most
competitive manufacturers. After fabrication, the pair of shoes is delivered to the customers by
dedicated courier services.

Sectors of Economy

The economic sectors are an important consideration before one may think of the type of Business one
should enter into. These sectors are broadly divided into primary (extraction of raw material, forestry
and farming), secondary (manufacturing and industrial) and tertiary (the services) sectors. The main
focus of an economy’s activity shifts from the primary, through the secondary and finally to the
tertiary sector. Countries with a low per capita income are in an early stage of development; the main
main part of their national income is achieved through production in the primary sector. Countries in
an advancing state of development, with a medium national income, generate their income mostly in
the secondary sector. In developed countries with a high income, the tertiary sector dominates the total
output of the economy. A new sector called quaternary related to Information Technology is now
emerging. These sectors have been classified according to different criteria, shown in Figure 1.4.
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Figure 1.4: Sectors of Economy

Space for Inception and Growth of Business

Abell’s Three Dimensional Model. Dr Derek F. Abell (b 1938), the founding president and
Professor emeritus of European School of Management and Technology (EMST), Berlin, created the
Three Dimensional Business Definition Model of a business firm indicating the Customer Groups of
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Market segments shown on Axis X, the demands, requirements or functions the customer needs shown
on Axis Y and the Technologies which can satisfy the specific needs of specified customers on Axis Z.
All business activities may be plotted in this three dimensional space.
A firm enters a business, with a view to earning profits. Financially efficient trading of goods and
services is likely to make profits. Profits are defined as revenues received through sales less the costs
of procurement of raw material, manufacturing, administrative charges and delivery. That is the
calculation for one product or service according to needs of customers. When the firm reaches a
saturation point where no more products or services can be consumed in the market, or no more
raising of the prices or lowering of costs is feasible, the firm has to look for alternatives. These
alternatives can be found in a space of different customer segments, or satisfying their different needs
or doing it with a different technology.
Business Segments. A business segment is a separate product, service or activity going to a group of
customers as opposed to another group, anything where the main competitor we face is different,
anything that may have a different profitability and any product with distinctive features going to
separate segments of customers. When we grow in business, we increase the number of our business
segments. When our business recedes, we drop some of the business segments we have been, Stability
is in maintaining our business segments. A Three Dimensional Model on prospects for growth of
business is shown in Figure 1.5.

Y-Axis : Customer Functions
(Their Needs of Food, Clothing, Shelters,

Entertainment Social Needs etc)

X-Axis : Customer Groups
(Segmented according to Age,

Profession, Status etc)
Z-Axis : Alternate Technologies
(to satisfy the needs of customers

specific Requirement

Figure 1.5: Abell’s Three Dimensional Space for Business Growth

Organizing for Business

Whichever sector of the economy or form of business the firm chooses to enter into, an organization
has to be created to discharge various functions according to needs of various operations. Robert H
Waterman, Jr and Tom Peters in 1980s evolved a model known as The McKinsey 7S Framework,
which is quite beneficial in understanding what components any business organization should have
and how these elements need to be considered for the reviews. The 7 S’s are shown in Figure 1.7 and
introduced as follows.
 Strategy is the plan prepared by a company’s management to achieve its objectives after due

consideration of all factors.
 Structure is the way the organization is structured and who reports to whom.
 Systems are the processes and procedures laid down for conduct of activities and a direction for

all staff members to follow in order to achieve the targets.
 Staff is the human resources or the human capital along their state of motivation and

commitment to the organization.
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 Skills are the capabilities and competencies developed in the workforce through training for
producing various jobs required for the company’s operations.

 Shared Values or Super-ordinate Goals are the core values of the company that commonly
guide all members of the staff. These are also referred to as the corporate culture and general
work ethics.

 Style refers to the style of leadership followed by the leaders at various levels, which affects the
morale of working people.

Structure Systems

Skills

StyleShared
Goals

Staff

Strategy

Four
Soft S’s

Three
Hard S’s

Figure 1.6: McKinsey’s 7-S Framework for Organisations

Soft elements need more care as they are more influenced by culture and are likely to change for
variety of temporary reasons. These are as important to be monitored on continuous basis to avoid any
chances of these resources straying away from the company’s objectives. Hard elements are purely in
the structured form and are less likely to be derailed after a firm strategy has been spelled out,
structure created to implement and systems have been laid down. The model is most often used as an
organizational analysis tool to assess and monitor changes in the internal situation of an organization.
Organizational Structure. After the purpose, type of business and goals are decided, various
elements of tasks involved to achieve those are worked out. From there an organizational structure is
created. Various types of structure are prevalent and they keep on changing according to needs of hour.
This aspect is covered under managerial functions and we will dwell more on it in Chapter 2 – On
Management.
Various Functions and Departments in a Business Organization. As we have already appreciated,
customer is the most important part of any business. The organization must be built around the
fulfillment of customers’ needs. We shall study these departments and functions beginning with the
customer, who is the very first reason for a business to exist.
Customer, Client, Buyer or Purchaser. These are the people who receive the goods or avail of the
services needed by them. They receive it on payment for it to the seller, vendor or supplier at a
mutually agreed price. Customers may be of the following types.
 Intermediate or Trading Customer. These may comprise of dealers buying the goods and

services from their original producers and reselling to other customers.
 Ultimate Customer. Ultimate customer is one who does not re-sell the goods or services but

passes them to the consumer (say a family member) or actually consumes themhimself or herself.
 Consumers. Customers are the people who actually consume the goods or avail of the services.

An ultimate customer may be a consumer as well, or may have purchased items for someone else
to consume. An intermediate customer is not the consumer at all, but just a trader. Buyers of the
goods, which are consumed in an industry or government bodies, either for themselves or for
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their utilization into production of other finished products, are also consumers. However, they are
called industrial or business-to-business (B2B) customers. Similarly, customers who buy services
rather than goods are rarely called consumers.

Marketing Department. The marketing department of a business organization actually interfaces
with the customers or consumers. It is the most challenging department, which identifies the customers,
their needs, expectations and levels of satisfaction. They bring these needs to the Business House and
identify the products, which can be sold to the customers at a price and on conditions agreed upon, for
which they also do the negotiations on behalf of the firm. It is the department, which brings business
to the doorsteps of a firm and works out plans for its growth. They have the following essential
departments.
 Research & Development Department is responsible for market research and testing new

products to ensure that they are suitable for customers.
 Promotion Department decides on the type of promotion method for the products, arranges

advertisements and suitable advertising media like print (newspapers, magazines), hoardings,
banners, flags, logos or electronic media like TV, radio or the .Internet.

 Sales Department carries out the procedures and finalizes conditions for transfer of goods to be
sold specifying the manner in which its prices would be recovered and delivery of goods made to
the customer. They pass on the sales document to the Distribution Department for actual delivery
of the goods.

 Distribution Department takes care of transportation and delivery of the purchased goods to the
customer on production of the sales document.

Research and Development (R&D) or Research & Technological Development (RTD)
Department. This department handles activities in connection with innovation of products in
corporate or government bodies. They may be staffed with scientists, engineers and technologists, who
may directly develop a new product. R & D is a costly activity and consumes lot of time, especially
during trials and errors practices. Careful decision has to be taken over its establishment keeping in
mind the expected Return on Investment (ROI) over them.
Production Department. This department is responsible for making sure that raw materials are
provided and made into finished goods effectively to ensure minimum cost and acceptable quality.
There are five production sub-functions as follows.
 Production Planning and Control (PPC) Department. This department sets the standards and

targets at each stage of the production process. The quantity and quality of products coming off a
production line will be closely monitored.

 Purchasing Department. This is most important department, which procures and provides the
materials, components and equipment required for production. An essential part of their
responsibility is to ensure that stocks arrive on time; they are of acceptable quality and have been
procured at most competitive or economic rates.

 Stores Department. The stores department is responsible for stocking all the necessary tools,
raw materials and equipment needed to service the manufacturing process. They hold all the
inventories of raw material, sub assemblies procured and the finished goods till their final
disposal.

 Design and Technical Support Department. This department is responsible for the design and
testing of new product processes and product types, together with the development of prototypes
through to the final product.
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 The Works Department is concerned with the manufacture of products, including the
maintenance of the production line and other necessary repairs. The works department also has
the responsibility for quality control and inspection.

Logistics Department. This department is part of the supply chain that plans, implements, and
controls an efficient and effective forward or reverse flow and storage of goods, services, and related
information between the point of origin and the point of consumption in order to meet customer
requirements and other needs arising out of them.
Finance Department. The finance department goes into the technical details of how their business
should raise finance e.g. through loans and the conditions of repayment of interest on the money that
has been borrowed or is likely to be borrowed. They also work out and supervise the payment of
dividends to shareholders. They may have the following functions.
 Book Keeping. Book keeping and maintaining the records of the purchases and sales made by a

business as well as capital spending is an essential function of finance department.
 Preparing Final Accounts. Final accounts result into Profit and Loss Statements and Balance

Sheets for perusal of decision makers.
 Providing Management Information. Managers at various levels require ongoing financial

information to enable them to make decisions for future or for avoiding any dangerous situation.
 Management of Wages. The wages section of the Finance Department calculates the wages and

salaries of employees, carries out deduction of Income Tax at source and manages contributions
to Employees’ Provident Funds, Insurance and so on.

 Budgeting and Raising Finance. The finance department continuously maintains the state of
funds, oversees accounts and plans the provision of operating funds, with proper budgeting.

Human Resources Department. The Human resource department is in charge of manpower planning
for required skills, recruiting, appointment, induction, training, remunerations and the separation of
employees when no longer needed or affordable.
Management Information System (MIS). This is a formal computerized business processing system
of gathering, processing and dispersing information - both internal and external to the enterprise - in a
timely, effective and efficient manner to meet the information needs, support managers in their
decision making jobs and to achieve corporate objectives. In larger organizations it has been replace
by Enterprise Resources Planning (ERP) Systems. A variety of software is available for this purpose.
Additional departments may be created according to the actual needs.

Introduction to Product, Production Process Design and Profitability

Any product, effectively developed and brought to customers to their satisfaction, gains popularity and
its sales increase. Then the product reaches maturity and finally declines giving rise to newer products.
The expenses on technology are the heaviest in the beginning and gradually come down as the plant
picks up its capacity production. The Life Cycles of Product, for Technology and its cost, the Product
design and Development Costs are shown as various curves under different stages of PLC in
Figure 1.7.
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