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Formation of an organisation for commercial purpose

Recognising the potential demand for goods and 
services

Acts as an economic agent

Transforms demand into supply
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Peter F. Drucker- An entrepreneur is one 
who always searches for an opportunity

BUSINESS OPPORTUNITY

Business opportunity can be described as an economic 
idea which is implemented to create a business 
enterprise and earn profits.

Economic  idea            +         Creation of an enterprise

Attractive return on                Good market

investment                               Growth prospect

Encash the idea                       Practicability of the idea



Elements of business opportunity
A business opportunity has five elements:

1. Good market

2. Attractive rate of return (ROI)

3. Practicability of the idea

4. Competence of the entrepreneur to encash it

5. Potential future growth
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Factors involved in sensing 
opportunities

1. Ability to perceive and preserve

basic ideas

2. Ability to allocate different 

sources of information

3.    Vision and creativity

PROBLEMS

CHANGE

INVENTIONS INNOVATION

COMPETITION



a) Problem- An idea leads to solution to a 
problem which creates an opportunity.

b) Change in the environment- A change in 
social, legal, technological environment leads 
to new opportunities.

c) Competition- A tight competition results in 
emergence of new ideas leading to 
opportunity.

d) Inventions- New products in the market leads 
to  generation of ideas resulting in new 
opportunities.

e) Innovations- Creating new things or adding 
new features to an existing product leads to a 
business opportunity.



ENVIRONMENT SCANNING

Monitoring of an organisation's internal and 
external environment for detecting opportunities 
and threats that may affect our current and 
future plans.

INTERNAL EXTERNAL

OPPORTU-
NITIES $ 
THREATS

CURRENT PLANS
FUTURE  PLANS



Match the following
• Elements of business 

opportunity
• Inventions              A tight opponent results in .                                 

.                                emergence of new ideas

• Change                   An idea leads to solution to an obstacle     
.                               creates an opportunity

• Competition             New products in the market 
.                                     leads to generation of ideas

• Innovation                 A change in social, legal, technological .         
.                                    environment

• Problem                   Creating new things or adding .                 
.                                new features to an existing product 



Importance of environment scanning

1. To get the first mover advantage-

By keeping in touch with the changing 
environment, an enterprise can early 

identify the opportunities and can 

take the benefit of first mover advantage.

1st



2. Formulation of strategies and policies-

It helps in the formulation of strategies and 
policies to overcome threats of the business.

STRATEGIES



3. Tapping useful resources-

Environment scanning helps to 

tap physical, financial and 

even human resources at 

economical price at the right time.



4. Better performance- It helps 

to take timely action to deal with 

opportunities and threats which

leads to improvement in the 

performance of the firm.



5. Sensitisation of entrepreneurs

to cope up with rapid changes-

A watch on the environment will 

sensitise the entrepreneur to 

changing trends, technology, 

government policies etc.



6. Image building- A sensitive

company will come up with new 

products and services to meet the 

requirements of the customers

which will help to build the 

reputation of the firm.



SWOT Analysis Framework

INTERNAL ANALYSIS EXTERNAL ANALYSIS

STRENGTH WEAKNESS OPPORTUNITIES THREATS

SWOT Matrix

ENVIRONMENT SCANNING





List down the various sources for collecting 
information for environment scanning.

1. Survey from customers, retailers, distributors 
etc.

2. Records of companies

3. Government publications

4. Publications of various financial institutions

5. Studies conducted by strategic planners



BUSINESS ENVIRONMENT

MICRO ENVIRONMENT           MACRO ENVIRONMENT

• Producers                                        Political            

• Intermediaries                                Economic

• Customers                                       Social

• Competitors                                   Technological

• Suppliers                                         Ecological

Legal

(PESTEL)



Business environment
Entrepreneurship environment refers to the various 
inter related forces within which the enterprises 
operate which may affect the functioning of the 
business.

The PESTEL Model

1. Political- It includes government stability,

political unrest, peace in the country 

etc.

2. Economic – It includes interest rates, 

inflation, business cycles, unemployment, 

purchasing power of people etc.



3. Social-

It includes lifestyle changes , 

levels of education, population 

demographics, cultural factors 

etc.

SOCIAL



4. Technological –

It is influenced 

by government spending on

research ,new discoveries, 

speed of technological 

transfer etc.



5. Ecological-

It consider the ways 

in which the organisation can 

produce its goods or services

with minimum environmental 

damage.



6. Legal-

It covers taxation policy, 

monopoly , legislation and 

environment protection laws, 

import export laws etc.
legal

Govern
ment of 

India



PROBLEM IDENTIFICATION
A problem is a roadblock in a situation that forces you 
to find a solution.

Uses of problem identification

1. Helps to clearly understand the problem

2. Helps in being creative

3. Helps to bring out new products

4. Increases employment opportunities

5. Increases the national income



IDEA GENERATION
The process of developing and communicating 
ideas which are abstract, concrete or visual.

Idea fields

Idea fields can be described as

“ Convenient frames for 

reference for streamlining 

the process of idea generation.



IDEA 
FIELDS

NATURAL RESOURCES
EXISTING PRODUCTS OR 

SERVICES

TRADING RELATED

CREATIVE EFFORTS
SERVICE RELATED

MARKET OR DEMAND 
DRIVEN



a) Natural resources
Ideas can be generated based on natural 
resources. A product may be desired from forest 
resources, minerals, wind, sun etc.

Eg : Fruits- Selling or preserved fruits, Bottled 
juices

Clay    - Ceramics



b) Existing products 
A company can make substantial 

difference in its success if it 

improve its existing product line.

This improvement in existing

product will help in the following ways:

a) Keep up with competition

b) Increase sales



c) Market driven
One of the important methods 

for generating ideas from the

market is to carry out a market 

research. 

Market research is the process 

of gathering information about 

target market. 

It provides important information

about trends of supply, demand 

and consumer preferences.



d) Trading related
With increasing consumerism,

the scope of trade has enlarged. 

Trade in simple terms means

buying of goods and selling it 

to consumers at a profit. One 

of the advantage of trading is 

that it is easy to launch and is 

less risky.



e) Service related

Service sector is another growing field these 
days. The various service sectors includes

Fast food, Ice cream parlours, tourism, saloons, 
counselling centres etc.

SALOON
RESTAURANT



f) Creative efforts
Creativity can be applied to develop new 
products and services. There are basically 5 ways 
in which creative ideas can be generated:

1. Develop a new product

2. Improve an existing product

3. Find a new process for manufacturing

4. Find new markets for the products

5. Find a new use of an existing product



Product identification
After scanning the environment ,an 
entrepreneurial idea should lead to a definite 
product.

Conversion of idea into an opportunity

IDEA                                                     OPPORTUNITY

Process
ing

KNOWLEDGE

CREATIVITY

COMPETENCIES

SKILL



MARKET                       ASSESSMENT
While assessing the market, an entrepreneur has 
to prepare the following details

COST

CHANGE



IDEA AND OPPORTUNITY ASSESSMENT
The following are the steps involved in assessing 
the idea and its opportunity.

1. Product identification-

The first step is to obtain 

the concept of a product 

or service suggested by 

an idea.



2.Application and use- If a 

product developed through 

an idea already exists in the

market, we need to find out 

its present use and then 

modify it for better use.



3. Level of operation-

Depending upon the use 

of the product, the entre

-preneur should determine 

whether to produce in a 

small scale or large scale.



4. Cost- The price of the

product should be determined

by keeping in mind the price 

of similar competitive 

products and the cost involved 

on its production.



5. Competition- As a next step, 

market competition should be 

assessed through a study of the 

trends in demand and supply.



6. Technology-

The technology

required for manufacturing 

the product, provision for

training for operating it,

supply of machinery etc. 

should be assessed by the 

entrepreneur.



7. Profit-

The entrepreneur should 

examine the annual turnover

to calculate the amount of

expected profit on the given

turnover within a specified 

period of time.



Match the following
1. Idea germination          a. Testing stage

2. Incubation                     b. Practical shape   

3. Verification                    c. Seeding stage

4. Illumination                   d. Market research

5. Preparation                    e. Transition stage



1. Demand
The demand for the product 

on the market selected i.e.

local, national or international 

market , has to be determined 

while assessing the market.

2. Supply
The supply of products to the

customers by all the existing 

players has to be identified 

while assessing the market.



3. Cost and price
The total cost incurred for the

product and also the price of 

the similar products in the 

market  has to be determined

to in order to fix the price of the product.

4. Changes in technology
Technological advancements in 

the field have to be analysed

because they may change the 

quality and influence the cost

and price .



Trend spotting

It means identification of new trends in the 

market which will help in producing the goods 

as per the market trends.



Ways to spot trends
1. Read trends- The entrepre

-neur should regularly read the 

leading publications, websites, 

magazines, trade association 

sites etc. which will help in 

spotting the new trends in 

the market.



2. Talk trends – Talking to

people is an equally important trend

spotting tactic. They get involved in

specific trade associations and 

attending events both online and 

offline.



3. Watch trends – This is 

the process of gathering 

information by following the 

customers. The entrepreneur 

spends time by watching and 

observing the customers ,which can lead 

to analyse the new trends in the market.



4. Think trends 
As an entrepreneur is able to 

gather information from what

they have read , heard and 

observed, they will start to 

develop a “ trend-spotter mind”. 



CREATIVITY
THE CREATIVE PROCESS

IDEA 
GERMINATION

PREPARATION

INCUBATION

ILLUMINATION

VERIFICATION



1. Idea germination

It is the seeding stage where 

the new idea grows. The idea 

germinates from the interest 

and curiosity of the 

entrepreneur and hence 

exploits to its best potential.

It can also germinate from a

problem or area of study.



2.Preparation
The idea germinated need to be 

implemented. For which he need 

to go for a market research 

in order to know whether the 

product will be accepted by the 

customers or not.



3. Incubation

This is the transition period of 

the idea germinated, where he

thinks about the pros and cons

of the idea.



4. Illumination
In this period the idea 

re-surfaces in a realistic way. 

The entrepreneur gives practical 

shape to the idea by collecting 

raw materials, arranging funds 

and policy making.



5. Verification

This is also known as Validation or 

Testing stage. Here the idea is verified 

to prove it has value or not. 

This is the developing stage where knowledge

is developed to its application.



INNOVATION

It involves the translation of a useful idea into an 
application which has a commercial value.

Elements in the innovation process:

• Analytical planning

PLANNING ORGANI
-SING

IMPLEME
-NTATION

APPLICA
-TION



• Analytical planning

Identifying and analysing the 

product and its resources that 

are required.

• Resource organisation

Obtaining the required materials,

technology, human or financial 

resources.



• Implementation

Applying the resources as per 

plans for the desired results.

• Commercial application

The provision of value to

customers, reward employees 

and satisfy the stakeholders.



Match the following

1. Organisation a. Provision of value

2. Implementation              b. Identifying product

3. Application                       c. Obtaining resource

4. Planning                            d. Use of resources


