
 

 

 

 

LECTURENOTES 

 
ON 

 
ENTREPRENEURSHIP&MANAGEMENT&SMART 

TECHNOLOGY 

 
by 

 
Supriya Priyadarshini 

(Asst.Prof. in Department of Computer Science & Engineering, CVRP,BBSR) 



Entrepreneurship&Management&Smart Technology 

1 

 

UNIT 1 

ENTREPRENEUR 

Entrepreneurship :Entrepreneurship is a process of actions of an entrepreneur who is a person always in 

search of something new and exploits such ideas into gainful opportunities by accepting the risk and 

uncertaintywiththeenterprise.Entrepreneurshipistheprocesstodevelop,organizeandrunanewbusiness 

enterprise byacceptingsome risks and challenges inorder to make profit.Entrepreneurshipis considered to 

be the combination of “Entrepreneur” and “Enterprise”. Organizing an enterprise is described as 

Entrepreneurship. Here enterprise is defined as a unit of economic activities or an economic organization 

especially a business organization. 

 

Entrepreneurshipreferstothegeneraltrendofsettingupnewenterpriseinasociety.Entrepreneurshipwas 

traditionallybelieved to bean inborn qualityand henceit was believed that entrepreneurship are born and 

notmadebutrecentstudieshaveprovedthatentrepreneurshipcaneplannedanddevelopedthroughcreation 

ofopportunities,extendingfacilities,allowingincentivesanddevelopingsensitivenesstotheabovefactors in a 

person. So, it can be believed that entrepreneurs are not only born but entrepreneur can be made and 

anyone can become an entrepreneur. 

 

AccordingtoJ.Schumpter“Entrepreneurshipcanbedefinedasacreativeactivity,theentrepreneur being 

an innovator who introduces something new in to the economy”. 

 

Entrepreneur:Theword“entrepreneur”isderivedfromtheFrenchverbentrepreneur,whichmeans‘to 

undertake’.Thisreferstothosewho“undertake”theriskofnewenterprises.Anenterpriseiscreatedbyan 

entrepreneur. The process of creation is called “entrepreneurship”. An Entrepreneur is an individual who 

starts a new business accepting some risks and challenges and enjoying the profits. In other words 

Entrepreneurs is described as an individual who takes risk to organize a business to make his career. 

Entrepreneur is one who organizes, manages and assume the risk of a business enterprise. 

Entrepreneurisalsodescribedasapersonwhorunsabusinessathisownfinancialrisk.Entrepreneursare 

usuallycalculatedrisktaker.Anentrepreneuravoidslowrisksituationbecausethereisalackofchallenges in it. He 

also avoids high risk situation because he wants to succeed. That is why an entrepreneur likes achievable 

challenges and is called a calculated risk taker. 

According to Webster dictionary an Entrepreneur is defined as someone whoruns a business at his 

own financial risk. 
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NeedofEntrepreneurship:Thefollowing aretheneedsofEntrepreneurship: 

1. Increased profit: Profits can be increased in any enterprise either by increasing sales revenue or 

reducing cost. 

2. Employment opportunity: Entrepreneurship provides the maximum employment. 

Entrepreneurship firms contributed a large share of new jobs. The small enterprises are the only 

sector that generates a large portion of total employment every year. 

3. Social benefit: It is not only beneficial to the business enterprise but to the society in the form of 

providing diversified products, good quality products and services at the lower cost by their 

innovation..Thestandard of livingisaconceptbuilt on anincreaseinthe amountofconsumption of a 

variety of goods and services over a particular period by a household. 

4. Provide Innovation: Entrepreneurship provides new ideas, imagination and vision to the 

enterprise.Anentrepreneurisaninnovatorashetriestofindnewtechnology,productsandmarkets which 

leads to increases Gross Domestic Products and standard of living of the people. 

5. LifelineofaNation:Nocountrycanprogresswithoutthedevelopmentofentrepreneurship.Every 

country try to promote its trade so that it is able to share the benefits of development. 

6. Develops Entrepreneurship: Entrepreneurship is the nursing ground for new inexperienced 

entrepreneurs. It is the field where a person can start his/her idea of the venture, which may be 

ended up in a giant enterprise. All the large industrial ventures started as a small entrepreneurial 

enterprise. 

7. Impact on community development : It promotes, a higher level of township,bettersanitation 

facilities and promoterecreation, and religious activities along with educations. Thus, 

entrepreneurship leads to more stability and a higher quality of community life. 

8  Promotesresearchanddevelopment:Entrepreneurshippromotesdifferenttypesoftechniques, 

ideas and methodology which can be tested through different experiments. Therefore 

entrepreneurshipprovides funds for research and development with universities and research 

institutions. This promotes the general development, research and development in the economy. 

Characteristics of Entrepreneur 

1. Abilitytotake Risks 

Thisisthefirstandforemosttraitofentrepreneurship.Startinganybusinessinvolvesaconsiderable 

amountofriskoffailure.Therefore,thecourageandcapacitytotakethesaidriskareessentialforan 

entrepreneur. 

2. Innovation 

Inaworld,wherealmosteverythinghasbeendone,innovationisapricelessgifttohave. 

Innovationbasicallymeansgeneratinganewideawithwhichyoucanstartabusinessandachievea 

https://www.toppr.com/guides/business-management-and-entrepreneurship/recent-trends-in-management/risk-management/
https://www.toppr.com/guides/business-management-and-entrepreneurship/entrepreneurship-creativity-and-innovation/principles-of-innovation/
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substantialamountofprofits.Innovationcanbeintheformofaproduct,i.e.,launchingaproductthat 

nooneissellinginthemarket.Itcanalsobeintheformofprocess,i.e.,doingthesameworkina moreefficient 

and economical way. 

3. Leadership 

Anentrepreneurhasavision.However,ittakesalotofresourcestoturnthatvisionintoreality.Oneof 

theseresourcesarethepeoplethattheentrepreneurhirestoperformvariousfunctionslike 

production,supplying,accounting,etc.Asinglepersoncannotperformallthetasksandthereforeitis 

importanttobringsomemorepeopletodoit.Inthisregardleadershipisveryimportantbecausea 

leaderprovidestherequireddirectiontotheeffortsoftheemployees.Withoutproperleadership, 

everyonewouldbeworkingindependentlywithoutachievingthedesiredresults. 

4. OpenMinded 

Agoodentrepreneurrealizesthateverysituationcanbeabusinessopportunity.Thuscanbeutilized for 

thebenefit of the organization. 

5. ConfidentandWellInformed 

Anentrepreneurneedstobeconfidentabouthisideasandskills.Thisconfidencealsoinspiresthe 

confidenceofthepeopleworkingforhimaswellastheotherstakeholdersinvolvedinhisbusiness. 

6. Flexible-Anentrepreneurshouldbeflexibleandopentochangeaccordingtothesituation.To 

beonthetop,abusinesspersonshouldbeequippedtoembracechangeinaproductandservice as and 

when needed. 

7. KnowabouttheProduct-Acompanyownershouldbetheproductofferings,andalsothelatest 

trendinthemarket.Itisessentialtoknowiftheavailableproductorservicemeetsthedemands 

ofthecurrentmarket. Theentrepreneurshouldknowthedetailinformationabouttheproduct. 

8. Creativity:Entrepreneurshipstartswithanidea.Tobesuccessful,apersonneedstoalwaysbe 

thinkingofnewideasandbetter waysofdoingthings. 

9. Initiative:Thisistheuniquecharacteristicofanentrepreneur.Heshouldhavethepotential 

totaketheinitiativeregardingdifferentproducts,waysofactions,productiontechniques, 

etc.Therefore,takinginitiativewithsuchendandqualificationistheprimecharacteristicof 

entrepreneur in every economy. 

10. Independentthoughtandaction:Everyentrepreneurshouldhavepotentialtotake 

independentthoughtaswellaswayofactionforthebenefitoftheenterprise.Theyshouldnot depend 

upon the others. 

11. Problemsolvingattitude:Nowadaysinthecompetitivemarkettheentrepreneurmay 

facemanyproblemsandinthisregardheshouldhavetheproblemsolvingattitudeto overcome 

all types of problem. 

https://www.toppr.com/guides/business-studies/marketing/personal-selling/
https://www.toppr.com/guides/principles-and-practice-of-accounting/meaning-and-scope-of-accounting/meaning-of-accounting/
https://www.toppr.com/guides/business-management-and-entrpreneurship/human-resource-management/recruitment-process/
https://www.toppr.com/guides/business-studies/directing/leadership/
https://www.toppr.com/guides/business-studies/small-business/roles-of-small-businesses-in-india-and-problems-of-small-businesses/
https://www.toppr.com/guides/accountancy/financial-statements/stakeholders-and-their-information-requirement/
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12. Abilitytofindopportunities:Thisisoneofthemajorcharacteristicofanentrepreneur.He 

alwaystriestofindtheopportunitiesalongwithtakethebenefitsofthatopportunitieswhich 

willultimatelyleadtothebenefit oftheenterprise. 

QualitiesofEntrepreneur: 

1. Hard Work: 

The successful entrepreneurs are very handworkers. They are not the lazy people. They believe in 

smart work. They think logically and then act. They continuously make planning. They never sit idle. 

They always try to progress expand the business. 

2. Strong Leadership: 

Startinganewcompanycanbeaharrowingexperiencefullofuncertaintyandrisk.Successfully bringing a 

small organization through these trying periods requires a lot of leadership skills.  

3. TheOrganizer: 

An entrepreneur is one who is expert in organizing the resources for building the business and 

running it successfully. He combines labor, land, machines, finance and material for the businessand 

has agreat knowledge of utilizingall theresources inan optimumway. He sells products inthe market 

earns profit, pays loan, distributes salaries of employees, purchases required stuff forbusiness and 

keep remaining for his own. 

4. RiskTakers: 

Entrepreneurial success is usually experienced by people who are not afraid to take a chance with a 

new idea or concept.These folks are more daringthan most andtend more of a‘what if’ approach by 

following through on innovative ideas that others may shy away from. These people are not only 

thinking outside the box but they are also living there as well and in most cases quite comfortably! 

Theywatchthecrowdandgointheoppositedirectionbecausetheyknowtherewillbeless Competition. 

5. TheCreativeorArtist: 

Thisbusiness personalityisthereserved but highlycreative type.Their creativity moves forward their 

business. They are very artistic person and also they show their artistic work in the business. They 

holdthethingsinadifferent way.Theyhaveexpertiseinprovidingthethingsinadifferent way.They havethe 

unique ideas. 

6. OpenMinded: 

Entrepreneurs develop the habit of learning from experience the limitations of achievements. They 

modifythegoalaccordingtotheenvironmentalchallengesandthreats.Thismodificationdoesnotmean 

avoidingthe problems orthetasks insteadtheylike to face it.Themodificationis donein order to make it 

possible to achieve the goal within the given environmental conditions. 
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7. Creativity: 

Mental ability consists of intelligence, an analytical approach and creative things. An entrepreneur should 

have creative thinking and be able to engage in the analysis of various problems and situations in order to 

dealwiththem.Theentrepreneurshouldanticipatechangesandmustbeabletostudyvarioussituationsin which 

decisions may have to be made. 

8. Clarity: 

An entrepreneur should have clear objective as to theexact nature of the business, the nature of the goods 

to be produced and the subsidiary activities to be undertaken. 

9. Commitment: 

He must be a person with full commitment to his objectives to his tasks and to his profession. This 

commitment must be extended to his entire principlesof running his business and also commitment to his 

life. 

10. Competence: 

Anentrepreneurshouldbeamanofcompetencewhichwouldinvolveknowledge,informationandwisdom. 

Theknowledgeissofastexploding,thankstotherapidchangesintechnology,thathisknowledgemustbe up-to- 

dateandrelevanttohisresponsibilities.Anentrepreneurmustbeawell-informedpersonandhemust take  all 

decisions based on verified facts and figures. The information he collects must be up-to-date and relevant. 

11. Credibility: 

Credibility is the foundation of the entire enterprise. The enterpriser will have to remember that he is 

credibletohiscustomersandalsotoeveryonewhoisdirectlyorindirectlycontributingtohisbusiness.All the 

decisions that he takes must be relevant to the needs of customers. He just exists for customers just as 

doctors exist for their patients and teachers are supposed to exist for their students. 

12. Self-Confidence: 

Anentrepreneurmusthaveself-confidenceinhisabilitytocompletethetaskortomeet a challenge. 

Once he takes a decision, he has to be firm in the implementation of the decision, though there may be 

initially no success or there may be some opposition to his decision. Opposition is not to be ruled out 

arrogantly. The enterpriser must listen carefully to the points made by those opposing the decision. 

13. Expertise: 

An entrepreneur accumulates expertise day in and day out. He learns by trial and error. He is up-to-date 

regarding latest technology and also is aware of the trends in marketing. He should have the skill in 

managingfinancebeforestartingthebusinessasalsoofmanagingcashflowandthefundsflowduringthe course of 

the business. 
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14. SenseofEffectiveness: 

Entrepreneurs like to see the problem solved through their involved efforts. They do not like to avoid the 

problems but like to be effective or be instrumental in solving problems rather than avoiding them. Their 

attitudes towards a problem is always one of directing the efforts and finding ways and means to give 

solution to such problems. 

15. Honesty – Honesty is the basic requirement of an entrepreneur. With the quality of honesty, an 

entrepreneur gets profits byproducinggoods atlowcost with durabilityandsale to customer atless price.  

16. Loyal – An entrepreneur should be loyal towards enterprise, employees and external party. Under 

external party, it include customers, investors, government, other firms etc. ‘ 

17. Co-operative – Co-operation is one of the important qualities of an entrepreneur. An entrepreneur 

should do all functions and efforts by keeping this fact in mind. By co-operation, he can maintain the 

conducive and healthy environment within enterprise as well as outside too. 

18. Politeness – Politeness is one of the important qualities of an entrepreneur. By politeness, he can 

develop sound relation with employees and customers, investors and other persons too. 

TypesofEntrepreneur 

1. Trading Entrepreneur: 

As the name itself suggests, the trading entrepreneur undertake the trading activities. They procure the 

finishedproductsfromthemanufacturersandsellthesetothecustomersdirectlyorthrougharetailer.These serve 

as the middlemen as wholesalers, dealers, and retailers between the manufacturers and customers. 

2. ManufacturingEntrepreneur: 

Themanufacturingentrepreneursmanufactureproducts.Theyidentifytheneedsofthecustomersandthen 

exploretheresourcesandtechnologytobeusedtomanufacturetheproductstosatisfythecustomers’needs. In 

other words, the manufacturing entrepreneurs convert raw materials into finished products. 

3. AgriculturalEntrepreneur: 

Theentrepreneurswhoundertakeagriculturalitemsarecalledagriculturalentrepreneurs.Theycoverawide 

verities of agricultural activities like cultivation, marketing of agricultural products ,irrigation, 

mechanization and technology. 

4. Small-ScaleEntrepreneur: 

AnentrepreneurwhohasmadeinvestmentinplantandmachineryuptoRs1.00croreiscalled‘small-scale 

entrepreneur.’ 

5. Medium-ScaleEntrepreneur: 

TheentrepreneurwhohasmadeinvestmentinplantandmachineryaboveRs1.00crorebutbelowRs5.00 crore is 

called ‘medium-scale entrepreneur.’ 
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6. Large-Scaleentrepreneur: 

TheentrepreneurwhohasmadeinvestmentinplantandmachinerymorethanRs5.00croreiscalled‘large- scale 

entrepreneur.’ 

7. Imitating Entrepreneur: The imitating entrepreneurs are those who immediately copy the new 

inventions made by the innovative entrepreneurs. . 

8. InnovativeEntrepreneur :An innovative entrepreneur is a person who discovers totally new things. 

An innovative owner is a person who creates innovative products and services. An innovative 

entrepreneur isapersonwhoinnovatesthebusinessprocessesinhisbusiness.An innovative personisa person 

who is not afraid to take a risk. 

9. Fabian Entrepreneur : Fabian entrepreneurs are those entrepreneurs who are very much doubt or 

skeptical in their approach in adopting or innovating new technologies in their enterprise. They are not 

adaptable to the changing environment. They love to remain in the existing business with the age-old 

technique of production. 

10. DroneEntrepreneur :These entrepreneurs are reluctant to change since they are very conservative 

and do not want to make any changes in the organization. They are happy with their present mode of 

business and do not want to change even if they are suffering the losses. 

11. IndustrialEntrepreneur:Industrialentrepreneurisessentiallyamanufacturerwhoidentifiestheneeds of 

customers and creates products or services to serve them. He is product-oriented who starts through an 

industrial unit to create a product like electronic industry, textile unit, machine tools. 

12. CorporateEntrepreneur:Theseentrepreneursusedhisinnovativeskillinorganizingandmanaginga 

corporateundertaking.Acorporateundertakingisaformofbusinessorganizationwhichisregisteredunder 

somestatuteorActlikeatrustregisteredundertheTrustAct,oracompanyregisteredundertheCompanies Act. 

These corporate work as separate legal entity. He is thus an individual who plans, develops and manages 

a corporate body. 

Functionof Entrepreneur 

1. Innovation:Averyimportantfunctionperformedbyentrepreneuristhatofinnovation.Theyanalyzethe 

existingstateofcompany’saffairsandtrytoreachanewlevelofequilibriumbytryingnewandproductive 

combinations of existing resources. They think of creative ideas and use their managerial and innovative 

skills to put those ideas into reality. They combine the productive factors, bring them together and help in 

the economic development of a nation. According to Schumpeter, innovation can occur in the following 

forms:introductionofnewgoods,theuseofnewmethodofproduction,theopeningofanewmarketand t e 

reorganization of any industry. 
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2. Organizing and Management: An entrepreneur brings together various resources of production, 

organizesthemproperlyandconvertsthemintoaproductiveunit. Anentrepreneurmanagesthefollowing 

activities : 

a) measuringthesuitabilityofbusinessidea. 

b) Market Research and Selection of Product Line: The next important function of the entrepreneuris 

market research and product market research is the systematic collection of data regarding the product 

which the entrepreneur wants to manufacture. Entrepreneur has to undertake market research persistently 

in orderto knowthe detailsof the intendingproduct, i.e., the demand for the product, selectionof product 

line, the price of the substitute product, the size of the customer, etc. while starting an enterprise.  

c) Studyingthegovernmentrules,regulationandpolicies. 

d) Performinggovernmentformalities. 

e) Determination of Objectives: The next function of the entrepreneur is to determine and lay down the 

mission, vision, objectives and goals of the business. In other words, entrepreneur should be very much 

clear about future prospect of the venture. 

f) ManagingofFunds:Fundraisingisthemostimportantfunctionofanentrepreneur.Alltheactivitiesof a 

business depend uponthefinance and its proper management. It is the responsibilityof the entrepreneur to 

raise funds internally as well as externally. 

g) Procurement ofRawMaterial :Entrepreneurhastoidentifythecheap andregularsources ofsupplyof raw 

materials, which will help him to reduce the cost of production and face the competition. 

h) Procurement of Machinery: The next function of the entrepreneurs is to procure the machineries and 

equipments for establishment of the venture. 

3. AssumptionofRisk:.Entrepreneursassumetheriskofsuccessorfailureoftheenterprisethattheywish to 

launch. Such risks are not insurable. If they materialize, the entrepreneur has to bear the loss himself. 

Thus,risk-bearingoruncertainty-bearingstillremainsthemostimportantfunctionofanentrepreneurwhich he 

tries to reduce by his initiative, skill and good judgement. 

4. IdeaGeneration:Entrepreneursdonotimmediatelythinkofideasandputthemintopractice.Ideascan 

begeneratedthrough marketsurvey. It isthefunctionoftheentrepreneurstogenerateasmanyideasashe can for 

the purpose of selecting the best business opportunities. They think of a variety of ideas, apply 

quantitative techniques to test their applicability, supplement them with empirical findings, arrive at the 

best alternative and apply it in practice. 

5. DecisionMaking:ArtherH.Colehasdescribedtheentrepreneurasa‘decisionmaker’.Hetakesvarious 

decisions regarding following matters: 

a) Thedevelopmentofanorganization,includingefficientrelationswithsubordinatesandallemployees 
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b) Securing adequate financial resources, and maintaining good relations with the existing and potential 

investors . 

c) Therequisitionofefficienttechnologicalequipmentandtherevisionofitasnewmachineryappeared 

d) The development of a market for the products and the devising of new products to meet or anticipate 

consumer’sdemand:andThemaintenanceofgoodrelationswithpublicauthoritiesandwiththesocietyat large 

6. Leading:Asanentrepreneurialventureflourish,anentrepreneurtakesonanewroleofaleader.Heacts as a 

visionary leader. The entrepreneur’s leading function is drawing the best out of his human resources. He 

must create teamwork, motivation among employees. As a leader, entrepreneurs must shift from the 

command-and-control style of managing to a coach-and-collaboration style. 66 

7. Managing Growth: The entrepreneur must manage the enterprise’s growth. It includes such activities 

asdevelopinganddesigningappropriategrowthstrategies,dealingwithcrises,exploringvariouswaysfor 

financing growth and placing a value on the venture. 

8. SupporttoSocialEnvironment:Socialenvironmentischaracterizedbysocialcustoms,culture,values and 

beliefs. Changes are not easily acceptable in a given socio-economic environment of a country. 

Entrepreneurs discover new sources of materials, new markets, and new opportunities and establish new 

andmoreprofitableformsoforganizations.Thisisareflectionoftheirwillpower,enthusiasmandenergy and 

helps in overcoming the society’s resistance to change. 

9. Economic Development: Entrepreneurs play an important role in accelerating the rate of economic 

development of developed and under-developed countries. They exploit the country’s resources (land, 

labor, capital and technology) and optimize their utilization to result in development of that country. 

BarriertoEntrepreneurship 

1. Finances 

Finance is the major barriers to entrepreneur. And getting a sound financial investment or funding can be 

one of the biggest Barriersto Entrepreneurship as manyof banks, private investors and organizations find 

it quite difficult to believe in the start-up ideas owing to the risk of failure and losing their money. 

2. Fearofnottobeasuccess 

We all go through the fear of failure. And if the fear is associated with the risks and stakes taken in the 

stream of business and entrepreneurship, the level of fear increases 

3. Nostrategicplaninplace 

Lack of proper planningand strategyin place is one of the most common Barriers to Entrepreneurship. 

Many of us think to build a business out of a hobby without having any sort of long term and short term 

visionandplaninmind.Runningafully-fledgedbusinessorbeinganentrepreneurrequiresahugeamount 

ofskillset,passionforexcelling,strategicvision,themissiontoaccomplishthegoals,marketresearch,and 

https://www.marketing91.com/importance-of-planning/
https://www.marketing91.com/marketing-and-strategy-models-and-concepts/
https://www.marketing91.com/market-research-process/
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alotmore.Rightfromthetargetmarket,finances,humanresourcesandproperstrategicplanisrequiredto build a 

successful business or a brand in the market. 

4. Humanresourceissues 

Entrepreneurs cannot handle and run a business alone by themselves. They require the support of human 

resource to carve a niche in the market. 

Employees with the required knowledge, expertise, and experience are needed for the efficiencyof the 

business processes and high levels of productivity. 

First of all, it is quite difficult to find the employees that share the same vision and wavelength of the 

business. And secondly, it is also difficult to manage human resources as each of us work with a different 

mindset and perspective. Hence, human resources and employees can be as one of the Barriers to 

Entrepreneurship. 

5. Stringentrulesandregulationsofthemarket 

It is not very easy for entrepreneurs to enter the newmarket as there are quite many rules and regulations 

imposed bythe government authorities. Apartfrom, therearevarious laws and compliancestobe adhered to 

such as taxation, environmental regulations, licenses, property rights, and much more than act as the 

Barriers to Entrepreneurship. 

6. Fewer opportunities 

Eventhoughthereisalotoftalentandambiguousentrepreneurshavingwiththeideas,but the 

opportunitiespresented to them are quite less and fewer which are become the mainBarriers to 

Entrepreneurship. 

7. Lackof capacity 

Even if there are opportunities presented to the wiling entrepreneurs, there is a lack of capacity in some 

them to accept the opportunities with open arms. The reasons can vary from lack of knowledge, lack of 

education, lack of willingness, lack of strategic knowledge, and cultural barriers amongst others; but the 

factorofmotivationandzealgetsmissing.Tostartanewbusinessventureamidstalltherisksandmarket- related 

issues, it requires a lot of hard work, passion, and high capacity to handle all of it.  

8. Lessmarketexperience 

Theexpertsalwaysmentionthatoneshouldneverrushinsettingupabusiness.Itisquitenecessarytogain 

arelativeamount ofworkexperiencebyworkingintheindustrydomainorsectorofchoiceandasperthe education 

levels. It also helps to sharpen the required expertise and find the ground in the career graph. Once the 

person is ready to take risks and have a relative amount of market exposure, he is ready to take the 

entrepreneurial challenge. 

9. Lackofrisk-takingcapacity 

https://www.marketing91.com/target-market-find-one/
https://www.marketing91.com/what-is-a-brand/
https://www.marketing91.com/efficiency-effectiveness/
https://www.marketing91.com/opportunity-analysis/
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It is alwayssaidthat entrepreneursneversailinsafe watersandareneverconfined totheir comfort zones. 

Lackofrisk-takingcapacityisthepsychological mindsetandperspectivetowardsthe businessand actsas one of 

the major Barriers to Entrepreneurship. The budding entrepreneur has to have a structured and organized 

approach towards the various business elements and should risks rather than averting them. 

10. Corruptbusinesssituations 

Ifthebusinesssituationsandtheenvironmentarenotverysupportiveandcorruptfortheyoungandaspiring 

entrepreneurs,itactsasoneofthetopBarrierstoEntrepreneurship.Bribing,rampantcorruption,unfriendly ties of 

government with other nations,inconsistent laws, stringent compliances, and enforcingregulations 

thatareunhealthyandnegativeintheirapproachhamperthegrowthofbusinessesinthecountry. Russiais one of 

the examples of having an unhealthy and unsupportive business environment. 

11. Inadequatetraining 

With no proper education, development, training, entrepreneurial skills, and technical knowledge an 

entrepreneur ca not be succeed and that will become the Barriers to Entrepreneurship. 

12. Lackofpracticalknowledge 

Having a strong educational background is just not enough to pursue business as it requires practical 

knowledgeaswelltostayrelevantamidstthevariousmarketcycles.Andmanyentrepreneurslackpractical 

knowledge. 

Entrepreneurvs.Manager 

Thedifferencebetweenentrepreneurandmanagercanbedrawnclearlyonthefollowinggrounds: 

• A person who creates an enterprise, by taking a financial risk in order to get profit, is called an 

entrepreneur. An individual who takes the responsibility of controlling and administering the 

organization is known as a manager. 

• An entrepreneur focuses on business startup whereas the main focus of a manager is to manage 

ongoing operations. 

• Achievements work as a motivation for entrepreneurs. On the other hand, the primary motivation 

of manager is the power. 

• Themanager’sapproachtothetaskisformalwhichisjustoppositeofan entrepreneur. 

• Anentrepreneuristheowneroftheenterprisewhileamanagerisjustanemployeeofthecompany. 

• A manager gets salary as remuneration for the work performed by him. Conversely, profit is the 

reward for the entrepreneur. 

• Themajordrivingforceofanentrepreneuriscreativityandinnovation.Asagainstthis,amanager 

maintains the existing state of affairs. 

• Whileentrepreneurisarisktaker,themanagerdoesn’ttakeanyrisk. 

• Entrepreneurworksasasinglepersonwhilemanagerworksasateam. 

https://www.marketing91.com/increasing-importance-marketing-todays-economic-environment/
https://www.marketing91.com/business-environment/
https://www.marketing91.com/customer-development/
https://www.marketing91.com/skills/
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• Entrepreneursetsgoalwhilemanagerexecutestoachievethegoal. 

• Hetakesfullriskoflosseswhilemanagerisnotdirectlyresponsiblefor losses. 

• Hegetsfullreturnofprofitwhilemanagermaynotgetprofit. 

• An entrepreneur is not getting involved in fraudulent behavior while a manager may involve 

orcheat by not working hard. 

• Anentrepreneurisaninnovatorwhilemanageristheexecutor. 

FormsofBusinessOwnership 

Therearedifferentformsofbusinessorganizationdependingonhowtheyhavebeen startedand 

managedwhich aregiven below : 

A) Sole–Proprietorship 

B) Partnership 

C) JointHinduFamily 

D) CooperativeSociety 

E) JointStockCompany(PrivateLimitedCompany,PublicLimitedcompanyandPublicSector 

Undertakings) 

A) Sole–Proprietorship : Sole Proprietorship in simple words is a one-man business organization. 

Furthermore, a sole proprietor is a natural person(not a legal person/entity) who fully owns and 

manages this type of entity. In fact, the business and the man are the same, it does not have a 

separate legal entity. 

Features: 

1) LackofLegalFormalities 

A sole proprietorship does not have a separate law to govern it. And so there are not many 

special rulesandregulations to follow.Furthermore, itdoes not requireregistration ofany kind. In 

fact, in most cases, it need only the license to carry out the desiredbusiness. 

2) Liability 

Since there is no separation between the owner and the business, the personal liability of the 

owner is also unlimited. So if thebusiness is unable to meet its own debts or liabilities, it will fall 

upon the proprietor to pay them. For instance, he may have to sell all of his personal assets 

(like his car, house, other properties etc) to meet the debts or liabilities of the business. 

3) RiskandProfit 

The business owner is the only risk bearer in a sole proprietorship. Since he is the only one 

financiallyinvested inthe company. As aresult,he must also bearall the risk. In other words,if the 

business fails or suffers losses he will be the one affected.However, he also enjoys all the profits 

fromthe business. He does not have toshare his profits with any other stakeholders since 
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therearenone.Sohemustbearthefullriskinexchangeforenjoyingfullprofits. 

4) NoSeparateIdentity 

Inlegal terms,thebusinessandtheowner areoneandthesame.Noseparatelegalidentitywill be 

bestoweduponthe sole proprietorship. Sothe ownerwill beresponsible forallthe activities and 

transaction of business. 

5) Continuity 

As seen above the business and the owner has one identity. So a sole proprietorship is entirely 

dependenton its owner.Thedeath,retirement, bankruptcy. insanity, imprisonment etc will have an 

effect on the sole proprietorship. In such situations, theproprietorship will the business will come 

to an end. 

SOLEPROPRIETORSHIPADVANTAGES 

• Ownerreceivesalltheprofits. 

• Ownermakesalldecisionsandisincompletecontrolofthecompany(couldalsobeadisadvantage) 

• Easiestandleastexpensiveformofownershiptoorganize. 

• proprietorwillhavecompletecontroloftheentirebusiness.Thusthiswillfacilitatequickdecisions and 

freedom to do business. 

• SOLEPROPRIETORSHIPDISADVANTAGES 

• One of the biggest limitations of a sole proprietorship is the unlimited personal liability of the 

owner. If the business fails it can wipe out the personal wealth of the owner as well as affect his 

future business prospects too. 

• Another problem is that a sole proprietor has access to limited capital. The money he can borrow 

from his own personal savings may not be enough to expand the business. 

• A sole proprietor also has limited managerial ability. He cannot be an expert in all the fields ofthe 

business. As a result, the business may suffer from mismanagement and poor decision. 

B)Partnership 

InaPartnership,twoormorepeopleshareownershipofasingle business. 

FeaturesTheessentialfeaturesandcharacteristicsofapartnershipare: 

1. Agreement:Thepartnershiparisesoutofanagreementbetweentwoormorepersons. 

2. Profit sharing: There should be an agreement among the partners toshare the profits of 

thebusiness. 

3. Lawfulbusiness:Thebusinesstobecarriedonbyapartnershipmustalwaysbe lawful. 

4. Membership:Theremustbeatleasttwopersonstoformapartnership.Themaximumnumber is 20. 

But in case of banking business the maximum is 10 members. 

5. Unlimitedliability:Theliabilityofeverypartnerisunlimited,joint andseveral. 

https://www.toppr.com/guides/accountancy/recording-transactions/business-transaction-and-source-document/
https://www.toppr.com/guides/business-management-and-entrepreneurship/controlling-cs/control-process/
https://www.toppr.com/bytes/nature-and-purpose-of-business/
https://accountlearning.com/distribution-of-profits-to-shareholders/
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6. Principal-agentrelationship:Everypartnerisanagentofthefirm.Hecanactonbehalfof the firm. 

He is responsible for his own acts and also for the acts done on behalf of the other partners. 

7. Collectivemanagement:Thefirmandthepartnersareone.Whenacontractismadeinthe name of 

the firm all the partners are responsible for it individually and collectively. 

8. Non-transferabilityofshares:Apartnercannottransferhisshareofinteresttootherswithout the 

consent of the other partners. 

Advantages 

1. EaseofFormation: 

It is easy to form a partnership. No elaborate legal procedures are needed to bring a 

firmintoexistence.Thereisnoneedforregisteringafirm.Evenwhenrequired,afirm can be 

registered quite easily. Likewise, one can close down a firm relatively easily. 

2. FinancialResources: 

Partnerscanpooltheirresourcesandexpandthefinancialbaseofafirm.Creditors would 

bemore willingto extendcredit facilityto afirmbased onthereputation of partners 

and the soundness of business carried out by the partners. 

3. TalentcanbePooled: 

Partnerscandivideworkamongthemselves,dependingontheirindividualskills,and talents. 

This helps the firm to grow quickly. 

4. Flexibility: 

Partners can carry out day-today activities in a flexible way. The nature and place of 

businesscanbealteredatwill.Newpartnerscanjoinafirmwhenrequired.Partnerscan change 

hats depending on situational requirements. Capital infusion, profit sharing, 

pricingpolicies, etc., can be altered in sync with market demands. 

. 5.Rewardfor Effort: 

Partners can work jointly and severally for improving business and get adequately 

rewarded..Sincethereisnoseparationofownershipfrommanagement,everyonecan work 

hard, and take the firm to commanding heights. 

6. Informed,BalancedandCareful Decisions: 

Partners can bring their skills, knowledge, and expertise to the table. Since they are 

jointlyheldresponsibleforlosses,theyarecompelledtotakeacareful,cautiouspath. They 

areforced to take all the necessary steps for the benefit of the enterprise. 

7. Secrecy: 

Partnerscankeepbusinesssecretsclosetotheirchest.Theyneednotrevealthemto 
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anyone.Thefirmneednotevengetitsaccountspublishedandaudited. 

Disadvantages 

1. Unlimitedliability –Theliabilityof partnersinafirmisunlimited.Partners aresaidto be 

individually and jointly liable. This means that in case, the assets of the firm are 

insufficient to settle the claims against it, the personal assets of the partners may be 

utilized for the same. 

2. imited resources – The Partnership Act places a restriction on the number of partners 

thatmayrunafirm.Consequently,itmaybedifficultforafirmtoraisecapitalbeyonda certain 

limit in order to finance its expansion plans. 

3. Possibilityofconflicts–Inapartnershipfirmtherighttodecisionmakingandcontrol is 

shared among all the partners. Sometimes, there may be difference of opinions 

amongthemwhichmaynotonlyleadtodelayindecisionmakingbutalsoresult in conflicts. 

1. Lack of continuity – Partnership is not considered to be a very stable form of business 

organization.Thisisbecause thedeath,retirement,insolvencyorinsanityofanypartnercanbring the 

business to an end. 

2. Lackofpublicconfidence–Itisgenerallybelievedthatapartnershipfirmdoesnot 

enjoying confidence of public in its working. This outlook is based on the fact, that a firm is not 

expectedtopublishitsbooksofaccount.Hence,thatcanveryeasilyhideitstruefinancialstatusfrom general 

public. 

3. UncertainFuture: 

The firm may be closed down in case of death, failure, madness of anyone of the 

partners.Newpartnerscanbeinductedintoafirm,onlywhenallexistingpartnersagree 

unanimously. 

4. NotaLegal Entity: 

Apartnershipfirmhasnolegalentityseparatefromthemembers.Itdiesuponthedeath of a 

partner or upon separation between them. Partners are responsible for all the 

debtsofthefirm. 

Typesofpartners 

1. ActivePartner 

Thistypeofpartnerisfoundinallpartnerships.Suchpartnersnotonlycontributecapital but also 

takes part in the day-to-day running of the business and also takes active participation in 

the conduct and management of the business firm. 

2. Sleepingpartner 



Entrepreneurship&Management&Smart Technology 

16 

 

This type of partner is also known as “Dormant partner”. Such a partner contributes 

capital to the partnership firm but does not take active part in the management of 

partnership.Suchapartnerhasnovoiceinthemanagement.Buttheliabilityofsuch partner is 

unlimited. 

3. Nominalpartner 

Such a partner neither contributes capital to the firm nor takes active part in the 

managementofthepartnershipfirm.Thistypeofpartnerdoesnotgetanydirectprofit from the 

partnership. 

4. Partnersinprofitonly 

Therearesomepartnerswhomaybeinterestedintheprofitsofthepartnershiponlybut 

theyarenotsharethelosses.Suchpartnerusuallycontributecapitalbutarenotallowed to take 

active part in themanagement of the partnership firm. 

5. Partnerby Estoppel 

A partner by estoppel is a partner who displays by his words, actions or conduct that he is 

thepartnerofthefirm.Insimplewords,eventhoughheisnotthepartnerinthefirmbuthe has 

represented himself in such a manner which shows that he has become a partner by 

estoppel . 

6. MinorPartner 

Apersonbelow18yearsofageistreatedasminor.Henceaminorpersoncanbeadmitted to 

partnership. He can contribute s capital to the partnership firm but can not take active part 

in the day to day management of the firm. He shares the profit and loss of the firm. 

C) JointHinduFamily 

TheJointHinduFamilyBusinessortheHinduUndividedFamily(HUF)isauniquetypeof 

businessentity.ItisgovernedanddictatedbytheHinduLaw,whichisoneoftheseveral 

religiouslawsprevalentinIndia.ThebusinessofJointHinduFamilyiscontrolledunderthe Hindu 

Law instead of Partnership Act. The membership in this form of business organizationcanbe 

acquiredonlybybirthor bymarriage to amale personwho is already 

amemberofJointHinduFamily.ThebusinessoftheJointHinduFamilyiscontrolledand managed by one 

personwho is called ‘Karta’ or ‘Manager’. The Karta or manager works 

in consultation with othermembers of the family but ultimately he has a final say. The 

liabilityofKarta is unlimitedwhiletheliabilityof other members islimited to theirshares in the 

business. It refers to a form of business organization which is owned and carried on jointly 

by themembers of the Hindu Undivided Family (HUF).It is also known as Hindu 

UndividedFamily Business. 

https://www.toppr.com/guides/business-law-cs/introduction-to-law/various-definitions-of-law/


Entrepreneurship&Management&Smart Technology 

17 

 

Features: 

Formation 

• ThereshouldbeatleasttwomalemembersinthefamilytoformaHUF. 

• AncestralpropertyshouldhavebeeninheritedbymembersofHUF. 

• AllofthemembersenjoythispropertyandhaveanequalshareinthatProperty. 

• Thus,anychildtakingbirthinthatfamilybecomesamemberoftheHUF. 

• Thereisnorequirementforanagreementtobecomea member. 

Liability 

• Thereislimitedliabilityofallthemembersorco-parcenersintheHinduUndividedFamily business. 

• Alltheco-parcenershaveequalrightsandsharesinthepropertyofHinduUndividedFamily business 

• TheKartahasunlimitedliability. 

Control 

• KartaisthepersonwhohasfullcontrolovertheHinduUndividedFamilybusiness. 

• Kartacantakeadvicefromallthemembersbutheisnotboundtoaccepttheirdecisions. 

Continuity 

• Afterthe“Karta”isdeceased,theverynexteldestmembertakesupthepositionofKartainHindu 

Undivided Family business. 

• Thebusinesscanbedividedandendedupbythemutualconsentofthe members. 

• Minor Members 

• ThepersonwhohastakenbirthinHinduUndividedFamilycanbeamemberofthefamilybusiness. 

• Therefore,aminorcanalsobeamemberofthefamily. 

Advantages 

EffectiveControl 

• TheKartahasfullcontroloverthebusinessactivitiesandtakesadecisionquickly. 

• NoonecaninterfereinthedecisionofKartaaseverymember isboundtoaccepthisdecision. 

• Hence,itavoidsclashesamongthemembersandresultsinveryspeedydecisionmaking. 

ContinuedBusiness Existence 

• After the death of Karta, the next eldest member takes up his position. So, it does not affect 

theactivities of the business. 

• Hence,allthebusinessactivitiesaredonesmoothly,continuouslywithoutanythreat. 

LimitedLiabilityofMembers 

• Asalltheliabilityofthemembersisrestrictedtotheextentoftheirshareinthe business. 
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• ButtheKartahasunlimitedliabilityduetohiscompleteholdonthebusiness. 

• Hence,incaseofdissolutionofthebusiness,Karta’spersonalassetsandhissharewillbeliable. 

ExpandedLoyaltyandCooperation 

• Allthebusinessoperationsarecarriedonbythemembersofafamilyjointly. 

• So,thisincreasesloyaltyandcooperationwitheachotherwithoutanyhindrance. 

• Therefore, all the targets of the business can be achieved by the cooperation among the members 

and the Karta. 

Disadvantages 

LimitedResources 

• AllthemembersofJointHinduFamilyBusinesstotallydependupontheancestralpropertydueto their 

limited liability. 

• Many commercial banks resist extending the credit limit due to the weak financial position of the 

business. 

• Hence,thiswillresultinlimited expansionandgrowthofthe business. 

UnlimitedLiabilityofKarta 

• AlltheimportantdecisionregardingmanagementofvariousbusinessactivitiesaretakenbyKarta. 

• ButthereisadisadvantagewiththeKartathathehasunlimitedliability. 

• Hence,allthebusinessdebtsarepaidbyusingthepersonalassetsoftheKarta. 

Dominanceof Karta 

• TheKartatakesallthedecisionsindividuallyandmanagesthe business 

• Healsoinvolvesothermembersindecisionmaking. 

• ButKartaisnotboundtoacceptthedecisionsofthememberswhichmaycreateconflictsbetween the 

Karta and the other members. 

• Hence, due to clashes in decision making, lack of cooperation between Karta and other members 

occurs. 

LimitedManagerialSkills 

• Sometimes the members suffer due to unfair decisions taken by the Karta in respect of business 

operations. 

• Unfairdecisionsaretakenduetothelackofmanagerialskills. 

• So,theKartacannotbeknowledgeableorproficientinallmanagerialfunctions. 

• NowadaysthejointHindufamilybusinessisdecliningduetothedecreasingnumberofjointHindu 

families in the nation. 

D) CooperativeSociety 
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Acooperativesocietyisavoluntaryassociationofpersonswhojointogetherwiththemotiveofwelfare 

ofthemembers.Acooperativeisaprivatebusinessorganizationthatisownedandcontrolledbythe people 

who use its products, supplies or services. In other words it may be defined as Co-operative 

organization is a voluntary association of usually economically weaker sections of society; who join 

together to achieve a common objective by fighting against some social evil-through working 

collectively according to established principles of co-operation or in other words it may be defined as 

“whenagroupofpersonsbelongingtoaparticularclassorcategoryorgroupassociatethemselvesand start a 

business for their mutual benefit, it iscalled Cooperative society”. 

Features: 

1. Registration: 

A co-operative society must be registered under the Co-operative Societies Act, 1912 or 

under a State Co-operative Societies Act. On registration, the society becomes a body 

corporate,havingaseparatelegalentityofitsown,withperpetual successionandlimited liability 

of its members. 

2. VoluntaryAssociation:Aco-operativeorganizationisavoluntaryassociationofpersons. 

Everyone having a common interest is free to join a co-operative society; irrespective of 

caste,c religion. No person can beforcedto become the member of aco-operative societyor 

continue as a member. A member after giving proper notice can leave the society; and will 

getback his capital according to the rules of the co-operative. But no member can transfer his 

shares to another person. 

3. MinimumTenPersonsNeeded: 

Aminimumoftenadultpersonsareneededtoformacooperativeorganization.Maximumnumberof members 

is 100, in a co-operative credit society; with no such limit in non-credit co-operative societies. 

4. Service-Motive: 

Theprimaryaimofaco-operativesocietyistoprovidesomeserviceorbenefit toitsmembers(or evengeneral 

public’s) by fighting against some social evil. 

5. Finance: 

Thecapitalofaco-operativeisraisedfrommembersthroughissueofshares.Aco-operativecanalso obtain 

loans from the Central or State Co-operative Banks. 

6. LimitedLiability: 

The liability of each member of a co-operative is limited to the extent of the value of shares held by him, 

in the share capital of the co-operative. 



Entrepreneurship&Management&Smart Technology 

20 

 

7. DemocraticManagement: 

Businessofaco-operativesocietyismanagedbyamanagingcommittee;whichiselectedbythemembers. The 

members lay down the broad policy guidelines within which the managing committee manages the affairs 

of the co-operative society. The managing committee usually consists of the following office- bearers: 1. 

President 2. Vice-president. 3. Secretary 4. Joint Secretary 5. Treasurer. 

8. State Control 

Governmentexercisescontroloverco-operativestoprotecttheinterestsofmembersofco-operatives;who, 

otherwise, are economically quite weak. Every co-operative society must furnish annual accounts and 

reports to the Registrar of Co-operatives. Further, accounts of all co-operatives are subject to compulsory 

audit. 

Advantages 

1. EasytoForm: 

Aco-operativesocietyiseasytoform.Itsregistrationisverysimpleanddoesnotinvolvemanylegal  formalities. 

2. UniversalBrotherhood: 

Membership of a co-operative is open to all having a common interest; irrespective of caste and religion. 

Any member may leave the society, after giving proper notice. There is no compulsion to stick to the co- 

operative against one’s will. 

3. FullyDemocraticManagement: 

Managing committee of a co-operative is elected, by members. Further, ‘one-man one-vote’ principle is 

followed in all co-operatives. As such, each member has equal rights and equal voice in the management 

of the co-operative. 

4. PerpetualSuccession 

After registration, a co-operative societyacquires a separate legal status with perpetual succession. Its life 

is not affected by the death, insolvency or lunacy of members. Co-operatives exist for long periods- 

benefiting members and the community. 

5. LimitedLiability: 

Liabilityofmembersofaco-operativesocietyislimitedtotheextentofthevalueoftheirshares.Members do notrun 

personalrisk; while being members oftheco-operative.This fact encourages even poor people to join co- 

operatives. 

6. GovernmentalPatronage: 

Asamatterofsocialwelfarepolicy,Governmentextendsallsupporttoco-operativese.g.loansatlowrates of 

interest, relief in taxation etc. 
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7. InternalFinancing: 

Alargepartoftheprofitsofaco-operativeistransferredtogeneralreserveeveryyear.Throughploughing back of 

profits, a co-operative can undertake schemes for its growth and expansion. 

8. LowerOperatingCosts: 

Operatingcostsof aco-operativearequitelow;because: 

1. Officebearersofferhonoraryservices. 

2. Thereisnoexpenditureincurredonadvertisingandmarketingactivities. 

9. SocialWelfareAspect: 

Co-operativesarenon-businessorganizations.Theyspreadidealsofco-operationinsociety.Theypromote 

feelings of equality, independence, hard work among people in a society and help them morally upgrade 

themselves. 

Disadvantages 

1. LimitedCapital: 

Co-operativeorganizationshaveverylimitedcapital;becauseofthefollowingreasons: 

(a) Membersofaco-operativeareeconomicallybackward,inmostofthecases. 

(b) Co-operativesdonotgivemorethan10%interestoncapitalinvested.Thisprovidesnotmuchincentive to 

invest huge amounts in co-operatives. 

(c) Theprincipleof‘one-manone-vote’discouragespeopletobuyalargenumberofsharesinaco- operative 

organization. 

Alltold,limitedfinancesstandinthewayofgrowthofactivitiesindulgedinbyaco-operative. 

2. InefficientManagement: 

Management of aco-operative organization is calledinefficient. In fact, members of managingcommittee 

are part-time and inexperienced people. They usually possess no specialized knowledge of modern 

management principles and techniques. Because of limited financial capacity, a co-operative is unable to 

hire the services of professional managers; who charge very high for their services, in the present-day- 

times. 

3. RiftamongMembers: 

Co-operatives are started with a sense of lot of enthusiasm about co-operation; Over a period of time, 

differencesdevelopamongmembersastohowtorunthesociety.Selfishinterestsofdominatingmembers 

prevailuponthegenuineinterestsofpoormembers. Differencesamongmembersusuallyleadtoadecline of co- 

operative activities 
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4. RigidRulesandRegulations: 

Co-operatives have to function according to rigid rules and regulations. They are subject to excessive 

Governmentalcontrolovertheirfunctioning.Theresultislackofflexibilityofoperationsinthefunctioning of co- 

operatives; which does not permit their growth in view of environmental opportunities. 

5. PoliticalInterference: 

Government alsoinvestsinco-operative organizations.Thereare,then,members in managingcommittee, who 

represent interests of political parties. In fact, members of political parties dominate the working of the 

co-operative; and the co-operative organization very often turns into a political organization. Thus the 

verypurposeandphilosophyof co-operation,whichisthebasisofa co-operative organization meetswith 

frustration. 

6. LackofMotivation: 

Theoffice-bearersofaco-operativearehonoraryofficials.Theyhavenoincentivetoworkhardfortheco-  

operative. In the absence of remuneration, they just work minimum and justify their status, in the eyes of 

the members. 

E) JointStock Company: 

When many persons start a business, it may be a joint stock company. Joint-stock companies are most 

popular form of business organization not only in India but also world wide. It is governed and regulated 

byanActintheParliamentknownas“TheIndianCompaniesAct,1956”.Itisownedbyitsinvestors,with 

eachinvestorowningasharebasedontheamountofstockpurchased.Inotherwordsajointstockcompany is a 

voluntary association formed for the purpose of carrying on some business. Legally, it is an artificial 

person and having a distinctive name and a common seal. Lord Justice Lindley of England has defined 

joint-stock company as “an association of many persons who contribute money or moneys’ worth to a 

common stock and employ it for a common purpose. 

Features: 

1. Flexible: 

A joint stock company is treated as an independent and separate body apart from its members. It enjoys 

separatelegalstatus.Itistreatedasanindividualintheeyeoflaw.Itcanenterintoagreementwithanybody. It can 

purchase properties in its name. Any one can file case in the name of joint stock company and the joint 

stock company can also file case in the name of any individual. Even the owner of the company can 

filecaseinthenameofjointstockcompanyandviceversa.Ajointstockcompanyenjoysalltheprivileges. A joint 

stock company can be penalized or rewarded as needed. 

2. Perpetual succession : Once a joint stock company formed, it continues to carry on its activities for an 

unlimited period of time. No events like the death or insolvency of any or all members can lead to the 

closure of joint stock company. This is known as perpetual succession. 
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3. LimitedLiability: 

The liabilities of all members of a joint stock company are limited to the extent of their share in the 

company. If theyhave paidthefull valueof sharestheycan not becalled uponto payanyfurther amount. 

4. MinimumNumberofMembers: 

Formingapubliccompanyminimum7personsarerequiredandmaximumisunlimitedandforforminga 

privatecompanyat least 2persons arerequired andmaximumis fifty. If not registered it would betreated as 

illegal association. 

5. Transferabilityofshares: 

The shares of a joint stock company are freely transferable and any one can become a member of a joint 

stock company by purchasing the shares of that company. 

6. Artificiallegalperson: 

Theshareholdersofacompanyarethemembers,whoaretheownersofthatcompany.Buttheownersdo not take 

active part in the management of the company. They elect a group of persons among themselves who 

manage the company on behalf of all the members. 

7. Govt. control: 

Ajointstockcompanycollectsalargeamountofmoneyfromthegeneralpublic,sotheGovernmentusually puts 

more control over the working of the joint stock company. 

8. Certificateforregistration:Thepromoterofjointstockcompanyhavetogetcertificateofregistration 

fromtheRegistrarofcompaniesandtheyhavetoapplyforcertificateforcommencementofbusinesswhen the 

company becomes ready to start its business. 

PrivateLimitedCompany 

Private limited companyis held by few individuals privately having a separate legal entity. In this, the 

shareholders cannot trade publicly shares. It restricts its number of shares to 50. Shareholders cannot sell 

their shares without the approval of other shareholders. It is a company which restricts the right of its 

members to transfer itsshares anditdoesn’t send the invitationto the public for subscriptionofits shares. 

Features: 

1. Members–Tostartacompany,aminimumnumber of2membersarerequiredanda maximumnumber of 200 

members as per the provisions of the companies act 2013. 

2. Limited Liability– The liability of each member or shareholders is limited. It means that if a company 

faceslossunderanycircumstancesthenitsshareholdersareliabletoselltheirownassetsforpayment.The personal, 

individual assets of the shareholders are not at risk. 

3. Perpetual succession– The company keeps on existing in the eyes of law even in the case of death, 

insolvency, the bankruptcy of any of its members. This leads to the perpetual succession of the company. 

The life of the company keeps on existing forever. 

https://www.legalraasta.com/private-limited-company-registration/
https://en.wikipedia.org/wiki/Companies_Act_2013
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4. Anumberofdirectors–Whenitcomestodirectorsaprivatecompanyneedstohaveonlytwodirectors. With the 

existence of 2 directors, a private company can come into operations. 

5. Prospectus–Prospectusisadetailedstatement ofthecompanyaffairswhichisissuedbyacompanyfor 

itspublic.However,inthecaseof aprivatelimitedcompany,thereisnosuchneedtoissueaprospectus because in 

this public is not invited to subscribe for the shares of the company. 

6. Name–Itismandatoryforalltheprivatecompaniestousethewordprivatelimitedafteritsname. 

PublicLimitedCompany 

According to the Companies Act 2013, a public limited company is a separate legal entity. Further, 

themembers of such a company have limited liability. Also, a public company offers 

sharestothegeneralpublic. 

Features 

1. Paid-upCapital –Thereisnorequirement ofaminimumpaid-upcapital.Hence,youcanincorporatea public 

company with any amount of capital. 

2. Minimumnumberof Directors –Youneedaminimumof3directorsto incorporateapubliccompany with a 

maximum of 15 directors. However, no. of directors can exceed 15 after obtaining Special Resolution. 

3. Minimum number of Shareholders – You need a minimum of 7 members to incorporate a public 

company. 

4. Nameofthecompany–Everypubliccompanymusthavetheword“Limited”attheendofthecompany name. 

5. Transferofshares–Therearenorestrictionsonthetransferofsharesinapublic company. 

6. Liability–Theliabilityofeachmemberofapubliccompanycannotexceedtheamountofinvestmentin shares of 

the member. This limit is non-extendable. 

7. Issueofsecurities–Thereisnorestrictionontheissueofsecuritiestothepublic.Thecompanycanissue the same 

via an initial public offer (IPO) or a bonus issue through private placement. Also, the company needs to 

issue the securities in the Dematerialized format. 

8. Quorum– Everypubliccompany must have atleastfive members personallypresenttoforma quorum to 

constitute the meeting. 

9. ManagerialRemuneration–Inapubliccompany,themanagerialremunerationpaidtothedirectorand 

manager and that should not exceed 11% of the net profits of the company subject to other provisions of 

the law. 

TypesofIndustries 

Dependingonthenatureofindustrialactivities,industriescanbeclassifiedintofivecategoriessuchas: 

 ManufacturingIndustries,

https://www.legalraasta.com/private-limited-company/
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 ExtractiveIndustries,

 GeneticIndustries,

 ConstructionIndustries and

 ServiceIndustries.

ManufacturingIndustries 

Manufacturingindustriesareunderstoodtobethefactoriesandmillswhererawmaterialsareintroduced and 

finished product are found out through the help of men and machines. 

ExamplesareToyota,Yamaha,Panasonic,LG,SamsungandTataMotors. 

ExtractiveIndustries 

Extractive industry can be defined as a processes that involve different activities that lead 

tothe extraction of rawmaterials fromthe earth and nature suchas miningof ore, metals, 

mineral,collectionofforestproductsetc.Thistypeofindustriesdirectlydependonnature 

andtheiractivitiesaredirectedtowardsexploitationthenaturetocollect somethinguseful for 

their business activities. 

GeneticIndustries 

Geneticindustriesarethoseindustrieswhichareengagedinre-productionand multiplication of 

species of plants and animals with the sole objective of sale. 

Theseindustriesareengagedinactivitiessuchasanimalbreeding,cattlebreeding,etc. Dairying 

and poultryare the example of genetic industry. 

ConstructionIndustries 

Thistypeofindustriesareengagedintheconstructionofvariousinfrastructurelikeroad, dam, 

bridge, canal, flyover, building, factory etc. Such types of industries carry on their activities 

at the sites where the structure is required. 

ServiceIndustry 

This type of industries provide services of various types to the people, to the industries and 

tothe other organizations. Suchindustries donot produce anycommodities but produce or 

createservicesfortheneedy.Examplesareservicestations,garageforautomobiles,hotels, 

hospitals, internet, telephone service, courier service etc. 

ConceptofStart-ups 

The term startup refers to a company in the first stage of its operations. Startups are 

foundedbyoneormoreentrepreneurswhowanttodevelopaproductor serviceforwhich they 

believe there is a demand. 

Features: 

https://en.wikipedia.org/wiki/Toyota_Industries
https://en.wikipedia.org/wiki/Toyota_Industries
https://en.wikipedia.org/wiki/Panasonic
https://en.wikipedia.org/wiki/Panasonic
https://en.wikipedia.org/wiki/Samsung
https://en.wikipedia.org/wiki/Tata_Motors
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 Risktakingisthefirstandforemosttraitofentrepreneurship.Startinganybusinessinvolvesa 

considerableamountofriskoffailure.Therefore,thecourageandcapacitytotakethesaidrisk are 

essentialfor anentrepreneur.

 Aninnovationplaysanessentialroleinthesuccessofastartup,so 

entrepreneurs should seriously consider this aspect.

 Anentrepreneurshouldbeflexibleandopentochangeaccordingtothesituation.

 Anotherqualityofsuccessfulstartupsistheirabilitytoadjusttofeedback.Whetherthe 

feedback comes from investors, advisors, mentors, or customers, successful startups 

extract value from feedback to help improve their product, service, or business model.

 When starting from the ground up, especially with a small team, they should 

concentrateonalimitedproductaccordingtomarketdemandinsteadof introducing 

many products.

 Nowadaysinthepresentcompetitionmarketworkcultureplaysavitalroleforthe existing 

of the enterprise. So, the entrepreneurs put emphasis on work culture.

 In a long term a start-up company may turn into a bigger one. 

Entrepreneurial support agencies at National, State and District level (Source) 

Industrializationplaysasignificantroleintheeconomicdevelopmentofanycountry.

Theindustrialstructureofacountryconsistsoflarge,medium,andsmallscaleindustries.Of these 

three types of industrialization, the role of small scale industries in the industrial development 

of a country is of paramount importance. 

The following institutions or agencies are the principal financial institution for the promotion, 

financing and development of industry in the small, tiny and cottage sectors such as DIC, NSIC, 

OSIC, SIDBI, NABARD, Commercial Banks and KVIC. 

DistrictIndustriesCentre(DIC) 

ADistrictIndustriesCenterisaninstitutionestablishedatthedistrictlevelsoasto providethem to set 

up small and village industries there. Before the setting up of DIC, a prospective 

entrepreneurhastogotoseveralagencies,manyofthemfarfromhisdistrict,inordertogetthe 

necessary assistance and facilities. This caused considerable delay, waste of time and money. 

Now suitable powers have been delegated by several departments of the State Government to 

https://www.toppr.com/guides/business-management-and-entrepreneurship/recent-trends-in-management/risk-management/
http://www.the-itfactory.com/startup-knowledgebase/en/article/importance-of-innovation/
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the District Industries Center. Thus an entrepreneur can get all the assistance he needs from a 

single agency itself i.e. DIC. 

FunctionsofDIC 
 

• The District Industries Center conducts survey of the existing traditional and new 

industries and raw materials and human resources. 

• Itmakesmarketforecastsof variousproducts. 

• The District Industries Center also conducts training courses for the entrepreneurs of 

small and tiny units. 

• Itactsasanintermediarybetweentheentrepreneursandthesmallindustriesinorderto 

introduce new and quality product developed by the latter to the former. 

• The District Industries Center indicates the locations where from machinery and 

equipmentcanbeacquiredandalsoarrangeforsupplyofmachineryonhirepurchase basis. 

• The District Industries Center obtains the details regarding the materials required by 

various units and arrange for purchase of the same in bulk. 

• Therebyitenablesthesmallunitstogettheirrawmaterialsatreasonableprices. 

• It makes the necessaryarrangementswith Lead Banks and other FinancialInstitutionsin 

order to provide financial assistance to the entrepreneurs. 

• TheDistrictIndustriesCenterconductsmarketsurveysandmarketdevelopment programs. 

• Italsoorganizesmarketingoutlets,contactwithGovernmentprocurementagenciesand 

make the entrepreneurs well informed of the market intelligence. 

• DistrictIndustriesCentersgivesspecialattentiontothedevelopmentofkhadiandvillage 

industries and other cottage industries. 

• ItalsokeepsclosecontactwiththeStateKhadiBoardandorganizetrainingprogramsfor rural 

artisans. 

NationalSmallIndustriesCorporation (NSIC) 

TheNationalSmallIndustriesCorporationLtd(NSIC)wassetupin1955asacentralgovernment 

undertaking,themainaimofwhichistofulfilltherequirementofmachineryandequipmentfor 

https://accountlearning.com/hire-purchase-and-installment-explanation-advantages-disadvantages/
https://accountlearning.com/hire-purchase-and-installment-explanation-advantages-disadvantages/
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thedevelopmentofthesmallentrepreneurs.Itisobservedthatthemainconstraintfacedbythe 

entrepreneurs is the dearth or shortage of investible funds to purchase machinery and 

equipment. Non-availability of finance deprives many new entrepreneurs from availing 

entrepreneurial opportunities. 

FunctionsofNSIC 

• TheNationalSmallIndustriesCorporationLtd(NSIC)wassetupin1955asacentral 

government undertaking, the main aim of which is to fulfill the requirement of 

machinery and equipment for the development of the small entrepreneurs. 

• Assistsinmarketingoftheproductsof SSIs. 

• HelpsinexportingtheproductofSSIs. 

• ProvidestrainingtoworkersofSSIsinvarious trades. 

• Helpsinthedevelopmentandupgradationoftechnologyandmodernizationofthe industries. 

• Undertakesconstructionofindustrialestates. 

• Purchases huge quantity of important raw materials and distribute the same to SSIs at 

reasonable rates. 

• DevelopsprototypemachinesandequipmentstopassontoSSIsforcommercial production. 

• Setsupsmallscaleindustriesinotherdevelopingcountriesonturn-keybasis. 

OdishaSmallIndustriesCorporation(OSIC) 

OSICwasestablishedon3rdApril,1972asawhollyownedCorporationofGovernmentofOdisha. The 

basic objectiveof the Corporation isto assistand promote theMSMEs in the State for their 

sustained growth and development to gear up the industrialization process in the State. 

FunctionsofOSIC 

• ThisistheonlycorporationinthestateexclusivelyengagedinthedevelopmentofMSMES 

which form the back bone of industrial sector in the state. 

• ThebasicobjectiveoftheCorporation istoassistandpromotetheMSMEsintheState. 

• ItactsasthefacilitatorfortheindustrialgrowthoftheMSMESofthe state. 

• ToprovidequalityrawmaterialtoMSMEsofthe state. 
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• ToprovidequalitybuildingmaterialtoMSMEssectorofthestate. 

• ToassistinmarketingtheproductoftheMSMEssector. 

• TomarkettheMSMESproducesbycreatingcommonbrandnamewithquality 

assurance. 

• ExamplesofMSMEarenapkins,tissues, chocolates,toothpick,waterbottles,smalltoys, 

pens(Micro and Small scale), cotton, textile, jute textile, iron & steel industry 

etc.(Medium scale) 

SmallindustrialDevelopmentBankofIndia (SIDBI)isadevelopmentfinancialinstitution inIndia, 

headquarteredatLucknowandhavingitsofficesalloverthecountry.Itspurposeisto provide 

refinance facilities and short term lending to industries, and serves as the principal financial 

institution in the Micro, Small and Medium Enterprises (MSME) sector. SIDBI also 

coordinatesthefunctionsof institutionsengagedin similar activities.It was establishedonApril 

2,1990,throughanActofParliament.ItisheadquarteredinLucknow. SIDBIoperatesunderthe 

Department of Financial Services, Government of India. 

Functionsof SIDBI 

• SIDBI offers indirect assistance by providing Refinance to PLIs (Primary Lending 

Institutions),comprisingofbanks,StateLevelFinancialInstitutions,etc.withanextensive 

branch network across the country. 

• The key objective of the refinancing scheme is to raise the resource position of Primary 

Lending Institutions that would ultimately enable the flowof credit to theMSME sector. 

• SmallIndustriesDevelopmentBankofIndiaoffersmicrofinancetosmallbusinessmenand 

entrepreneurs for establishing their business. 

• SmallIndustriesDevelopmentBankofIndiarefinancesloansthatareextendedbythePLIs to 

the small-scale industrial units and also offers resources assistance to them 

• It also helps in expanding marketing channels for the products of SSI (Small Scale 

Industries) sector both in the domestic as well as international markets. 

• It offers services like factoring, leasing etc. to the industrial concerns in the small-scale 

sector. 

https://en.wikipedia.org/wiki/Lucknow
https://en.wikipedia.org/wiki/Refinance
https://en.wikipedia.org/wiki/Micro%2C_Small_and_Medium_Enterprises
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• Itpromotesemploymentorientedindustriesparticularlyinsemi-urbanareasforcreating 

employment opportunities and thus checking relocation of people to the urban areas 

• Italsoinitiatesstepsformodernizationandtechnologicalup-gradationofcurrent units 

• It alsoenablesthetimely flow of creditforworking capitalas well asterm loansto Small 

Scale Industries in cooperation with commercial banks 

NationalBankforAgricultureandRuralDevelopment(NABARD) 

NABARD stands for National Bank for Agriculture and Rural Development. It was established on 

12 July 1982 by an act of parliament to implement the National Bank for Agriculture and Rural 

Development Act 1981. 

It is an apex development bank that provides a facility to credit flow for development of small 

industries, agriculture, cottage industries and other small businesses in rural areas. NABARD is 

headquartered in Mumbai, Maharashtra and its branches are located all over the country. 

Functionsof NABARD 

• Itrefinesandregulatesthefinancialinstitutionswhichfinancetheruralsector. 

• Itregulatesthecooperativebanks . 

• Itprovidestrainingfacilitytotheinstitutionswhichworkforruraldevelopment. 

 Italsopromotesresearchinruralbankingandagricultureandruraldevelopment. 

 Itprovidefinancialsupportforthe commercialbanksandRegionalRuralBanks,andthe 

training institutes of cooperative banks. 

 ItcommunicatesandconsultstheRBIinmatterssuchasissuingoflicensesfornew banks 

and to open the branches of rural banks. 

 HelpbankstoimprovetheirMISSystem,modernizetheirtechnology,anddevelop 

human resources. 

 Itpromotesruralindustries,smallscaleandcottageindustriesbyprovidingloansto 

commercial and Co-operative banks. 

 Duringnaturalcalamities,suchasdroughts,cropfailureandfloods,thebankhelpsby 

refinancingcommercialandcooperativebanks,sothatthefarmersaretiedovertheir tough 

period. 
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 NABARDgivesforemostprioritytoprojectsformedundertheIntegratedRural 

Development Program (IRDP). 

• NABARD is an apex institution which has the power to deal with various matters 

concerningpolicy,planningandoperationinprovidingcreditforagricultureandother 

economic activities in the rural areas. 

Commercial Bank 

Thetermcommercialbankreferstoafinancialinstitutionthatacceptsdeposits, offers checking 

account services, makes various loans, and offers basic financial products like certificates of 

deposit (CDs) and savings accounts to individuals and small businesses. A 

commercialbankiswheremostpeopledotheirbanking.Commercialbanksmakemoneyby 

providingandearninginterestfromloanssuchasmortgages,autoloans,businessloans,and 

personal loans. Customer deposits provide banks with the capital to make these loans. 

FewexamplesofcommercialbankinIndiaare. 

 

 StateBankof India(SBI) 

 HousingDevelopmentFinanceCorporation(HDFC)Bank 

 IndustrialCreditandInvestmentCorporationofIndia(ICICI)Bank 

 DenaBank 

 CorporationBank 

FunctionsofCommercialBank 

• Thebanktakesdepositsintheformofsaving,current,andfixed deposits. 

• Anothercriticalfunctionofthisbankistoofferloansandadvancestothe entrepreneursand 

business people and collect interest. 

• Thebankoffersyouwiththefacilityofsellingandbuyingthesecurities. 

• Bankprovideslockersfacilitytothecustomerstokeeptheirvaluablebelongingor 

documents safely. Banks charge a minimum of an annual fee for this service. 

• Collectionandpaymentofrent,interestanddividend. 

• Collectionandpaymentofchequesandbills. 

• Paymentofinsurancepremium andsubscriptions. 

• ATMcard,creditcardanddebitcardfacility. 

• Issueofdemanddraft,payorderand traveler’scheque. 

https://www.investopedia.com/terms/b/bank.asp
https://www.investopedia.com/terms/f/financialinstitution.asp
https://www.investopedia.com/terms/c/checkingaccount.asp
https://www.investopedia.com/terms/c/checkingaccount.asp
https://www.investopedia.com/terms/c/certificateofdeposit.asp
https://www.investopedia.com/terms/c/certificateofdeposit.asp
https://byjus.com/commerce/difference-between-businessman-and-entrepreneur/
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• Internetandmobilebanking 

• Saleofapplicationformsofcompetitiveexams. 

• Banksassistinthetransferoffundsfromoneperson toanotherorfromoneplaceto 

another through its credit instruments. 

KhadiandVillageIndustriesCommission (KVIC) 

TheKhadiandVillageIndustriesCommission(KVIC)isastatutorybodyformedinAprilbythe 

Government of India,underthe Act of Parliament, 'KhadiandVillageIndustries Commission 

Act of 1956' with the objective to plan, promote, organize and implement the programs for 

development of khadi and village industries in rural areas. Examples are dhoti, kurta, 

handloom sarees, tussar silk etc. 

FunctionsofKVIC 

 
• Toplan,promote,organizeandimplementtheprogramsfordevelopmentofKhadiand 

village industries in rural areas. 

• Creatingandmanagingreservesofrawmaterialsandsupplyingthemtoproducers, 

creatingcommonservice facilities forprocessingof raw material and semi-finished 

goods. 

• TopromotesalesandmarketingofKhadiProducts. 

• Toencourageandpromoteresearchintheproductiontechniquesandequipmentsin 

Khadi Industries. 

• Toplanandorganizetrainingofpersons employedordesirousofseekingemployment in 

Khadi and village industries. 

• TopromotethesaleofmarketingofKhadiorproductsofVillageIndustriesorhandicrafts and 

for this purpose and keep links with established marketing agencies wherever necessary 

and feasible. 

• Tobuildupreservesofrawmaterialsandsupplythemtopersonsengagedorlikelytobe 

engagedinproductionofhandspunyarnorKhadiorVillageIndustriesatsuchratesasthe 

Commission may decide. 

• ToundertakeexperimentsorpilotprojectswhichintheopinionoftheCommissionare 

necessaryforthedevelopmentofKhadiandVillageIndustries.  
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• To encourage and promote research in the technology used in Khadi and Village 

Industries, including the use of non-conventional energy and electric power with a view 

to increasing productivity. 

Department of science and technology has set up many technology business 

incubators(TBI) and science and technology entrepreneurship parks(STEPS) across the 

country in premier academic institutions to nurture entrepreneurs in various knowledge 

and technology field. These incubators and parks provide modern infrastructure, facilities 

and useful guidelines to the entrepreneurs. 

TechnologyBusinessIncubation (TBI) 

Technology Business Incubation (TBI) is one of the strategies identified by Department of 

ScienceandTechnology(DOST)topromoteinnovationandtechno-entrepreneurshipforthe 

Country’s socio-economic development. TBI involves an ecosystem where innovation is 

promoted and supported towards commercialization. It aims to help startup technology 

based businesses by providing a range of resources, , services and facilities, furnished office 

space, mentoring support in developing stage of entrepreneurs. 

Objectiveof TBI 

• Topromotenewtechnology/knowledge/innovationbasedstartups. 

• Toprovidecosteffective,valueaddedservicestostartupslikementoring,legal,financial, 

technical services. 

• Italsoprovidesofficespace,businessmeetingorconferenceroom,trainingroomand storage 

room. 

• TheyprovideNetworking activities 

• TheyprovideMarketingassistance. 

• IncubatorshelpinMarket Research. 

• TheyprovideHigh-speedInternetaccess. 

• IncubatorsHelpwithaccounting/financial management. 

• TheyhelpinprovidingAccesstobank loans. 

• Incubatorshelpwithpresentation skills. 

• TheyorganizeComprehensivebusinesstrainingprograms. 

• TheyactasAdvisoryboardsand mentors. 

• TheyprovideTechnologycommercialization assistance. 
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Science&TechnologyEntrepreneurshipParks(STEPs) 

 

The Science Parks and similar initiatives help in creating an atmosphere for innovation and 

entrepreneurship;foractiveinteractionbetweenacademicinstitutionsandindustriesforsharing 

ideas, knowledge, experience and facilities for the development of new technologies and their 

rapid transfer to the end user or entrepreneur. 

ASTEPcreatesthenecessaryclimateforinnovation,informationexchange,sharingofexperience and 

facilities and opening new avenues for students, teachers, researchers and industrial managers 

to grow for starting a successful economic venture. The major objectives of STEP are 

toestablishlinkagesamongacademicandR&Dinstitutionsononehandandtheindustryonthe other 

and also promote innovative enterprise through S &T persons. Some of the examples of 

STEPareAmityBusinessIncubator,Noida,Societyforinnovationandentrepreneurship,Mumbai, 

Technology Business Incubator, Chenai etc. 

 
Objectives 

 Tobuildacloselinkagebetweenuniversities,academicandR&Dinstitutionsononehand and 

industry on the other. 

 TopromoteentrepreneurshipamongScienceandTechnologypersons. 

 To provide R&D support to the small-scale industry mostly through interaction with 

research institutions. 

 Topromoteinnovationbasedenterprises. 

 It offers facilities such as nursery sheds, testing and calibration facilities, central 

workshop, prototype development, business facilitation, computing, library and 

documentation, communication, seminar hall/conference room. 

 Italsoprovidescommonfacilitiessuchasphone,telex,fax,photocopying. 

 Itoffersservicesliketestingandcalibration,consultancy. 

 It also provides Training, technical support services, business facilitation services, 

database and documentation services and quality assurance services. 
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UNIT2 

MARKETSURVEYANDOPPORTUNITYIDENTIFICATION(BUSINESS 

PLANNING) 

 
What is Business planning? A business plan is a blue print of the step by step procedure that would be 

followed in order to convert a business idea into a successful venture. It involves the following tasks : 

• Identifyingbusinessopportunitiesandaninnovativeidea. 

• Researchingtheexternalenvironmentopportunitiesandthreats. 

• Identifyingtheinternalstrengthsandweakness. 

• Assessingthefeasibilityofthatidea. 

• Allocatingresourcesinthebestpossiblemanner. 

• ProcessofBusiness planning 

ObjectivesofBusinessPlanning: 

• Dedicatingenoughtimefor planning 

Aworkablebusinessplancannotbecreatedovernight.Itisboundtotakeitsown timetodevelop. 

So,aperfectbusinessplanwillattempttospendenoughtimeandhardworktoachievesuccessful 

implementation. This should be one of the crucial stages in a business plan. 

• Creategoalsandobjectives 

An organization depends heavily on the business plan to arrive at the description of business it 

performs. Thereareseveralareas thata companywill focus onifit wantstorealize its objectives, 

understand the marketthat it is planned to operate in and the strategyto achieve the goals. 

• EvaluatingPerformance 

Abusinessneedsproperplanningandcontrolovertheactivitiesforenhanced performance.Itwill be an 

essential step towards achieving the long term survival of the organization as a whole. The 

businessplanalsocomeswithafinancialparttoitandusedforcomparingtheactualperformance with the 

estimated one. 

• Gaugingbusinessstrategyandapplyingduecorrection 

ABusiness plan does assistentrepreneur inassessingthe efficiencyof his strategies for achieving 

business goals. In an ideal condition, a business needs to have the planned results with which the 

actual results can be compared, and the way forward is decided. If any of the strategies are found 

tobeunsuccessfulinachievingtherelevantresults,itmaybeaperfectideatomodifythestrategy ortake 

corrective actions. It is wise to have a good business plan so that the management does have a 

referencewith which it can have a healthy comparison of the actual result achieved. 

https://www.marketing91.com/market/
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• Arrangingfinancialresources 

A business plan can be much helpful and instrumental in acquiring adequate business financing. 

Banks and lenders look for a proper business plan before giving any sort of finance to the 

entrepreneur.Abusinessplanshouldbepreparedinsuchamannerthatthebankswillhaveaclear 

understanding of the business perspective before giving any finance. 

• Stay Consistent 

This should be yet another objective that a business plan needs to be focused with is being 

consistent.Agood businessplan shouldplacepropervalueontheexactprocess and itsadherence 

totheplannedgoals.Through consistentscheduletheenterprise canachieve the goalseffectively. This 

will also help the employees and other staff to fall into a proper routine. This will help the 

concept of planning to be a part of the business culture. 

• Keepthegoals’SMART’ 

 

ThegoalsinthebusinessplanshouldbeSMART(Specific,Measurable,Actionable,Realistic,and Time- 

Bound) to achieve success.This willhelp the entrepreneursto achieve thebusiness goals as laid out 

in the business plan effectively and efficiently. It would be practical to have the team 

memberoftheenterprisetoanalyzethegoalssetsothattheentrepreneurwillgetbacktoarealistic  

approach. 

• PerformingSWOTanalysis 

SWOT Analysis is one of the best options you would want to go with when it comes to focus on 

an effective business plan. Having perfect knowledge of the strengths and weaknesses of your 

organizationhelpsyoucomeupwithabetterinsightintotherealisticgoals.TheSWOTanalysisalsotakesi 

ntoaccounttheopportunitiesandthreatsthattheorganizationcancometoface to face. This will assist 

you to focus on the positive factor and take corrective actions against the negatives. 

• Marketinganalysis 

Marketing analysis isan integral part of a business and so does with the business plan. This partof 

the business plan shouldbe focused on determiningthe potential of theproductor service. 

Themarketing analysis part of the business plan should ideally provide the entrepreneur with a 

meansof understanding their industry as a whole. 

ProcessofBusinessPlanning: 

1. RecognizingNeedforAction 

Animportantpartoftheplanningprocessistobeawareofthe businessopportunitiesinthe firm’s 

https://www.marketing91.com/swot-analysis/
https://www.marketing91.com/swot-analysis/
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https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.marketing91.com/working-as-a-team/
https://www.toppr.com/guides/business-management-and-entrepreneurship/entrepreneurship-creativity-and-innovation/assessment-of-business-opportunities/


Entrepreneurship&Management&Smart Technology 

37 

 

externalenvironmentaswellaswithinthefirm.Oncesuchopportunitiesgetrecognizedthemanagerscan 

recognizetheactionsthatneedtobetakentorealizethem.Arealisticlookmustbetakenattheprospectof these new 

opportunities and SWOT analysisshould be done. 

2. SettingObjectives 

• This is the second and perhaps the most important stepof the planningprocess. Here we establish 

the objectives for the whole organization and also individual departments. Organizational 

objectivesprovideageneraldirection,objectivesofdepartmentswillbemoreplannedanddetailed. 

• Objectivescanbelongtermandshorttermaswell.Theyindicatetheendresultthecompanywishes 

toachieve.So objectiveswillpercolatedownfrom themanagersandwillalsoguideandpush the 

employees in the correct direction. 

3. DevelopingPremises 

Planningisalwaysdonekeepingthefutureinmind,however,thefutureisalwaysuncertain.Soin the 

function of management certainassumptions will have to be made.These assumptions are the 

premises. Such assumptions are made in the form of forecasts, existing plans, past policies, etc. 

These planning premises are also of two types – internal and external. External assumptions deal with 

Factorssuchaspoliticalenvironment,socialenvironment,theadvancementoftechnology,competition,govern 

mentpolicies,etc.Internalassumptionsdealwithpolicies,availabilityof resources, quality of management, 

etc. These assumptions being made should be uniform across the organization. All managers should be 

aware of these premises and should agree with them. 

4. IdentifyingAlternatives 

Thefourthstepoftheplanningprocessistoidentifythealternativesavailabletothemanagers.Thereis 

Nonewayto achieve the objectives of the firm, there is a multitude of choices. All of these alternative 

Coursesshould be identified. There must be options available to the manager. 

5. ExaminingAlternateCourseofAction 

The next step of the planning process is to evaluate and closely examine each of the alternative plans. 

Everyoption will go through an examination where all there pros and cons will be weighed. The 

alternative plans need to be evaluated in light of the organizational objectives. For example, if it is a 

financialplan.Thenitthatcaseits risk-returnevaluationwillbedone.Detailedcalculationandanalysis are done 

to ensure that the plan is capable of achieving the objectives in the best and most efficient manner 

possible. 

6. Selectingthe Alternative 

Finally, we reach the decision making stage of the planning process. Now the best and most feasible plan 

Will be chosen to be implemented. The ideal plan is the most profitable one with the least amount of 

negativeconsequences and is also adaptable to dynamic situations. The choice is obviously based on 
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scientific analysis and mathematical equations. But a managers intuition and experience should also playa 

big part in this decision. Sometimes a few different aspects of different plans are combined to come up 

with the one ideal plan. 

7. FormulatingSupportingPlan 

 

Once you have chosen the plan to be implemented, managers will have to come up with one or more 

supportingplans.Thesesecondaryplanshelpwiththeimplementationofthemainplan.Forexampleplans 

tohiremorepeople,trainpersonnel,expandtheofficeetcaresupportingplansforthemainplanof launching a new 

product. So all these secondary plans are in fact part of the main plan. 

8. ImplementationofthePlan 

And finally, we come tothe last step oftheplanningprocess,implementation ofthe plan.Thisiswhenall the 

other functions of management come into playandthe planis put into action to achieve the objectives of 

the organization. The tools required for such implementation involve the types of plans- procedures, 

policies, budgets, rules, standards etc. 

AdvantagesofBusinessPlanning 

 Itmakesanentrepreneurconsidereveryaspectofthestartupsotheycantrytoeliminatefailures.

 Itmakestheentrepreneurawareofwhatskillstheyaremissingsothattheycanhireexpertsinthat particular 

field.

 Venturecapitalmaybeavailabletothebusinessifinvestorslikethebusinessplans..

DisadvantagesofBusinessplanning 

 Thebusinessplan is onlya plananddoesnot guarantee success. For example, sales maybe lower 

than predicted as they can be affected by a range of issues.

 Iftheplanistoorigidsomeproblemsmayarise,itmustbeflexibletoadapttomarketchanged.

 

 Highsalesexpectationsmaycauseoverspendinginotherareassuchasstockand staffing.

 

SmallScaleIndustries(SSI) 

Smallscaleindustriesarethoseindustriesinwhichthemanufacturing,productionandrenderingofservices 

aredoneonasmallormicroscale.Theseindustriesmake aone-timeinvestmentinmachinery,plants,and 

industries,butitdoesnotexceedRs1Crore.ExamplesandIdeasofSmallScaleIndustriesareBakeries, School 

stationeries, Water bottles, Leather belt, Small toys, Paper Bags, Photography, Beauty parlours. 

CharacteristicsofSSI 

• Ownership:SSI’sgenerallyareundersingleownership.Soitcaneitherbeasole 

proprietorship or sometimes a partnership. 

https://www.toppr.com/guides/business-studies/nature-and-significance-of-management/levels-and-functions-of-management/
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• Management: Generally both the management and the control is with the 

owner/owners.Hencetheownerisactivelyinvolvedintheday-to-dayactivitiesof the 

business. 

• Labor Intensive: SSI’s dependence on technology is pretty limited. Hence they 

tend to use labor and manpower for their production activities. 

• Flexibility: SSI’s are more adaptable to their changing business environment. So 

in case of amendments or unexpected developments, they are flexible enough to 

adapt and carry on, unlike large industries. 

• LimitedReach:Smallscaleindustrieshavearestrictedzoneofoperations.Hence, they 

can meet their local and regional demand. 

• Resourcesutilization:Theyuselocalandreadilyavailableresourceswhichhelps the 

economy fully utilize natural resources with minimum wastage. 

RoleintheIndianeconomy 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ObjectivesofSSI 

• Employment: SSI’s are a major source of employment for developing countries 

like India. Because of the limited technology and resource availability, they tend 

to use labor and manpower for their production activities. 

• Total Production: These enterprises account for almost 40% of the total 

productionofgoodsandservicesinIndia.Theyareoneofthemainreasonsforthe growth 

and strengthening of the economy. 

• MakeinIndia:SSI’sarethebestexamplesfortheMakeinIndiainitiative.They 

focusonthemissiontomanufactureinIndiaandselltheproductsworldwide.This also 

helps create more demands from all over the world. 

• Export contribution: India’s export industry majorly relies on these small 

industries for their growth and development. Nearly half of the goods that are 

exported from India are manufactured or produced by these industries. 

• Public Welfare: These industries have an opportunity to earn wealth and create 

employment. SSI’s are also important for the social growth and development of 

our country. 

Theobjectivesofthesmallscaleindustriesare: 

• Tocreatemoreemploymentopportunities. 

• Tohelpdeveloptheruralandlessdevelopedregionsoftheeconomy. 

• Toreduceregional imbalances. 
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• Toensureoptimumutilizationofunexploitedresourcesofthecountry. 

• Toimprovethestandardoflivingofpeople. 

• Toensureequaldistributionofincomeandwealth. 

• Tosolvetheunemploymentproblem. 

• Toattainself-reliance. 

• Toadoptthelatesttechnologyaimedatproducingbetterqualityproductsatlower costs. 

Advantagesofsmallscaleindustries 

 

1. Equitabledistribution 

Largescaleindustriesleadtoinequalitiesinincomedistributionandconcentrationofeconomicpower.But small 

scale industries distribute resources and wealth more equitably. It is because income is distributed 

amongmorenumberofworkerssinceitislaborintensive.Thisresultsinbotheconomicandsocialwelfare. 

2. Useofdomesticresources 

SmallScaleIndustriesuselocallyavailableresourcesinaproductivemannerwhichwouldhaveotherwise gone 

waste. Small amounts of savings which would have remained idle is channelized into setting up of small 

enterprises. This increases capital formation and investment in the economy. 

3. Opportunitiesforentrepreneurship 

Small Scale Industries provide opportunities for entrepreneurs with limited capital. Setting up of an SSI 

requires less capital and lower investment in technology and machines when compared to large scale 

enterprises.ThereforesmallentrepreneurscarstartSmallScaleIndustrieseasilyandsucceed.Japanwhich was 

devastated by the Second World War became a major economic power because of many small 

entrepreneurs, who contributed greatly to the nation’s development. 

4. Costefficiency 

Smallscaleunitscanadoptleanproductionmethod.whichofferbetterqualityandmorevarietyatalower 

cost.Theycanbimorecostefficientwhencomparedtolargescaleunitsbecausetheirexpensesare lower. 

5. Requirement of less capital: Small Scale Industries require less capital when compared to large scale 

industries. India is a capital scarce country and therefore Small Scale Industries are more suitable in the 

Indian context. They can be started and run by small entrepreneurs who have limited capital resources 

6. Potentialforlargeemployment 

SmallScaleIndustrieshavepotentialtocreateemploymentopportunitiesonamassivescale.Theyarelabor 

intensive in character. They use more labor than other factors of production. They can be set up in short 

time and can provide employment opportunities to more number of people. This is important for a labor 

abundant country like India. 
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8. Contributiontoindustrial output 

Products manufactured by Small Scale Industries form a significant portion of the industrial output of the 

country. They produce a number of consumer goodsas well as industrial components in large quantities 

and satisfy the needs of consumers. The consumer goods produced by Small Scale Industries are cheaper 

and satisfy the requirements of the poorer sections. 

9. Contributiontoexports 

Small Scale Industries contribute nearly40 per cent totheindustrial exports ofthecountry. Products such as 

hosiery, knitwear, hand loom, gems and jewellery, handicrafts, coir products, textiles, sports goods, 

finished leather, leather products, woolen garments, processed food, chemicals and allied products and a 

large number of engineering goods produced by the SSI sector contribute substantially to India’s exports. 

FurtherproductsproducedbySmallScaleIndustriesareusedinthemanufactureofproductsmanufactured 

andexportedbylargescaleindustries.Thereforetheycontributebothdirectlyandindirectlytoexportsand earn 

valuable foreign exchange. 

10. Costefficiency 

Smallscaleunitscanadoptleanproductionmethod.whichofferbetterqualityandmorevarietyatalower 

cost.Theycanbimorecostefficientwhencomparedtolargescaleunitsbecausetheirexpensesare lower. 

11. Suitablefornon-standardizedproducts 

LargescaleenterprisesaresuitableformanufacturingstandardizedproductsonalargescalewhereasSmall Scale 

Industries are more suitable for manufacturing non-standardized products 

12. Flexibilityinoperation 

Smallscaleenterprisesaremoreflexible.Theycanadaptthemselvestochangingmarketrequirementsvery fast 

and benefit from new opportunities. 

13. Quickdecisions 

Sincetheenterpriseissmallandthereisnotmuchhierarchy,quickdecisions.canbetaken.Quickdecisions are 

helpful in solving problems in the initial stages and also to exploit market opportunities. 

14. Adaptabilitytochange 

Small Scale Industries can understand the changing requirements of the customers and adapt themselves 

much quickly. They can change their procedures, methods and techniques faster and cater to new 

requirements of their customers. 

15. Smallmarketsize 

In case the market size is small, producing products on a large scale would not be feasible. In such cases, 

Small Scale Industries are more suitable since they produce limited quantities. 

Disadvantagesofsmallscaleindustries 

https://accountlearning.com/consumer-goods-meaning-classification-characteristics/
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1. Difficulty withmeeting demand: When products are in high demand, small scale industries can often 

struggle to increase their output sufficiently to meet that demand. 

2. Geographically restricted: Small scale industries may be concentrated in a particular town or even in 

one single building. This can limit their ability to become household names across the globe. 

3. Less financial power: Small scale industries usually deal with less money (both in terms of ingoing’s 

and outgoings) than larger factories and so have less financial weight. 

4. Access to machinery: Small scale industries usually do not have the space or the money to use large 

scale machinery. However, they may have access to expensive, specialized equipment. 

5. A niche business: What makes the products of small scale industries attractive to some – i.e. their 

nicenessanduniqueness–maymakethemlessattractivetoothers.Smallscaleindustriesoftendonothave the 

capacity to please all tastes. 

AncillaryUnit: 

An ancillary unit is the unit which supplies not less than 50% of its production to the parent unit.That 

meansanancillaryunitprovidingnecessarysupporttotheprimaryunit.Theexamplesaremanufacturing 

automobiles, railway engines, tractors, etc. 

A tiny unit is the business enterprise whose investment in plant and machinery is not more than Rs. 25 

lakh.InvestmentlimitinsuchunitisRs.25lacs.Theexamplesaresmallshops,STDbooths,photocopy centres etc. 

DifferencebetweenTinyUnitandAncillaryUnit: 

TinyUnit 

1. Itisthattypeinwhichmachineryandinvestmentofplantisnotmorethan25lac. 

2. Itsinvestmentlimitisalmost25lac. 

3. Thereisnoassistancerequired. 

4. Itcannotdoitsbusinessbyitself. 

5. Itisoflargescale. 

AncillaryUnit: 

1. Itisthattypeinwhichitssuppliesits50%productiontotheparentunit. 

2. Itsinvestmentlimitisalmostonecrore. 

3. Thereisassistancerequiredfromparentsbyprovidingtechnicalandfinancialsupport. 

4. Itcandoitsbusinessbyitself. 

5. Itisofsmallscale. 

Service Sector Unit: The Service Sector, also called tertiary sector, is the third of the three traditional 

economicsectors.Activitiesintheservicesectorincluderetail,banks,hotels,realestate,education,health, social 

work, computer services, recreation, media, communications, electricity, gas and water supply. 
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Time Schedule Plan: Time scheduling is the art of planning the activities. So that he entrepreneurcan 

achievehis/hergoals.InotherwordsSchedulingistheprocessbywhichtheentrepreneurcanmakeplan to 

completehis assignments within that time schedule.(Daily/weekly) 

Followthissix-stepprocesstopreparetheschedule: 

• Identify the time: Start by establishing the time the entrepreneurwants to make available for 

his/herwork. How much time they spend at work should reflect the design oftheir job. 

• Block in the essential task: Next, block in the actions the entrepreneurmust take to do a good 

job. These will often be the things they are assessed against. For example, if they manage people, 

make sure that they have enough time available to deal with team members' personal issues, 

coaching, and supervision activities. 

• Schedule high-priority urgent tasks: In the time schedule the entrepreneur should keep some 

timeforurgentactivitieslikeschedulemeetingtodiscussdifferentissuesrelatedtotheirbusiness. 

• Blockinappropriatecontingencytimetohandleunpredictableeventsandinterruptions:The 

entrepreneur should keep some time for emergencyactivities like sudden policies changes and 

strike by employees etc. 

• Scheduletheactivitiesthataddresstheprioritiesandpersonalgoalsinthetimethatremains: The 

entrepreneur should keep some time for any types of personal work like attend marriage or 

birthday party or any other activities. 

• Analyze your activities to identify tasks that can be delegated, outsourced or cut altogether: 

In this the entrepreneurhas to analyze the entire activities if necessary they can modify the time 

schedule accordingto the priority of their assignments. 

Project Implementation Unit is a technical project management unit that serves as the technical 

secretariat for the GPC. PIU reports directly to GPC and is tasked to implement daily tasks, and manage 

and oversee the project development. 

Someoftheagenciescontactedforprojectimplementationaregivenbelow: 

 DonBoscoTechSociety,NangoliRoad,Najafgarh-110043,NewDelhi. 

 OrionEdutech,OrionHouse,28,ChinarPark,RajarhatRoad,Kolkata-700157. 

 ShriramNewHorizonsLtd.,A-12,Sector-59,Noida,201301. 

 HumanWelfareOrganization,344,!stFloor,BDAComplex,ShivagiNagar,Bhopal,MP. 

 NationalInstituteforEntrepreneurshipandSmallBusinessDevelopment,A-23,InstitutionalArea, 

Noida. 

 Indian Institute of Natural Resource Management, C-29, Acharya Niketan, Mayur Vihar-1, New 

Delhi-110091. 

 IndianInstituteofSkillDevelopment,B-13,Infocity,Sector-34Gurgaon-122002,Hayyana. 
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 National Institute for Technical Training, 3-A, Private Oppesite Church, Gandhi Nagar, Jammu- 

180004. 

 AsiaPacificInstituteofManagement,3and4,InstitutionalArea,Jasola,NewDelhi. 

 NICInstituteofTechnology,Kalaberia,Rajarhat,Kolkata-700135. 

Assessingthedemandand supply 

What is demand? Demand is the amount of goods or services that consumers are willing to pay at each 

pricepoint.It isbasedonwantsandneedsandtheabilitytopay. Ifconsumersareunabletopayforgoods and 

services, demand does not exist. When the price of a good or service rises, demand decreases. 

Conversely, if the price of a good or service falls, demand goes up. This law of demand represents an 

inverse relationship between price and quantity demanded. 

Whatissupply?Supplyistheamountofgoodsorservicesavailableorproduced,basedonanumberof factors 

such as input resources, labor, technology and regulations. 

Thefollowingfactorsaretobeconsideredforassessingthedemandandsupply: Price 

Fluctuations 

Pricefluctuationsareastrongfactoraffectingsupplyanddemand.Whenaproductgetsexpensiveenough that the 

average consumer no longer feels it is worth it to buythe product, thenthe demand declines.This 

leadstocutsinproductionthatwillhopefullystabilizetheproduct’svalue.Loweringthepriceofaproduct 

mayincrease demand, indicatingthat the public feels the product is suddenlya great value.This mayalso 

cause changes in production to increase to keep up with the demand. 

IncomeandCredit 

Changesinincomelevelandcreditavailabilitycanaffectsupplyanddemandinamajorway.Thehousing market is 

a prime example of this type of impact. During a recession when there are fewer jobs available and there 

is less money to spend, the price of homes tends to drop. Also, the availability of credit may be 

lessbecauseoftheaverageperson’sinabilitytoqualifyforaloan.Tohelpencouragethosewhocanafford to buy, 

prices fall which can boost sales, and even more so if interest rates decrease. When there is an economic 

boom, unemployment is very low and people are spending money readily, the price of homes and other 

major purchases tends to rise and so do interest rates. 

AvailabilityofAlternativesorCompetition 

Whenanalternativeproducthitsthemarket,thecompetitionbetweentheexistingproductandthenewone 

cancausedemandtodropfortheexistingproduct.Justasmanypeoplemaybebuyingtheproduct,alarge portion of 

them may elect to buy the alternative brand. This leads to price wars that ultimately lower the price of the 

product and may require a cut in supply to fall in line with the decrease in demand. 

TrendsorTastesand preferences 
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Demandrisesandfallsontrendsinmanycases.Consumertastesareconstantlychanging,anddemandfor 

productsrises and falls asaresult. For example If the customers are interested towearjeans, thedemands for 

jeans will increase. 

Pricesof substitutes. 

Anincreaseinthepriceofoneproductcanincreasethedemandforitssubstitute.Coca-ColaandPepsiare 

excellentexamplesofthiseffect.IfPepsiincreasesitsprice,consumerswillquicklyswitchtobuyingmore Coke. 

CommercialAdvertising 

Commercialsontelevision,internetandradiohaveaneffectonsupplyanddemandinthattheymakemore 

peopleawareoftheavailabilityofaproduct.Peopledonotbuywhattheydon’tknowisforsale.Ifitisan appealing 

ad, there is a good chance of both demandand supply willincrease. 

Seasons 

Theseasonscanaffectsupplyanddemanddrastically.Thesupplyanddemandfortoyspeaksaround 

ChristmasandFireworks boomduring Dewali. etc. 

Potentialareasofgrowth 

Growth potential is an organization's future ability to generate larger profits, expand its workforce and 

increase production. In the business sense, an organization's growth potential depends heavily upon its 

leadership's expectations for success, and the quantitative and qualitative measures used to determine 

expansion readiness. Growth potential can be gauged from an organization's planned movement into new 

markets,thedevelopmentofnewproductlines,theadaptabilityofmoreeffectivemarketingtechniques,or other 

methods that grow a business from a niche market to a more volume operation. 

Thefollowingarethepotentialareatobe developed: 

1. Keep Financial Score: The businesses organization should keeptheir financial statusdaily, weekly, and 

monthly and that should be maintained regularly. . It's vital that to spend the necessary time keeping 

current on cash flow. If necessary the entrepreneur should appoint an accountant for this activities. 

2. Set Goals 

Setting goals and objectives is an essential part of the business success. So in this regard the entrepreneur 

should gather all the information related to the business and apply appropriate methodology to fulfill the 

objective for the organization. 

3. UseHigh-ImpactMarketing 

Wastingmoneyonineffectivemarketingiseasy.Theentrepreneursshould implementlow-budget,high-impact 

marketing strategies to improve their small business. Test one or two new tactics and see which 

performbestbeforeaddingthemtotheirmarketingstrategy.Socialmediaisanexcellentlow-costandlow- 

https://searcherp.techtarget.com/definition/profitability-analysis
https://searchhrsoftware.techtarget.com/definition/workforce-planning
https://www.thebalancesmb.com/cash-management-is-important-for-your-small-business-393118
https://www.thebalancesmb.com/the-ultimate-guide-to-small-business-goal-setting-2951416
https://www.thebalancesmb.com/low-budget-online-marketing-2951722
https://www.thebalancesmb.com/low-budget-online-marketing-2951722
https://www.thebalancesmb.com/low-budget-online-marketing-2951722
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riskwaytopromoteyourbusiness.LinkedIn,Facebook,Twitter,andInstagramareafewgoodtools to build a 

socialpresence and attract attention to the business. 

4. Sharpenthe Selling Skills A high-return area for business improvement is the sales function. In this 

regardtheentrepreneurshouldimplementdifferentmethodsforsalesimprovementbyappointingefficient sales 

team along with sales Manager. 

5. FindBest Practices 

Keepingeverythingtransparentisanimportantactivities.Thatmeans,communicatingeffectively,testing, 

andmonitoringandapprovingtheprocessesinordertokeepeverythingrunningsmoothly.Example is 

documenting the processes to avoid any miscommunication 

6. MotivateStaff 

Talented and motivated staff members can bring on big improvements in business. So, the entrepreneur 

should applydifferentstrategiesto motivate the potential employees bygivingsome bonus or incentives so 

that the employees will think that the organization is ours. 

7. Customersatisfaction 

Employee satisfaction is key for a business' success, but customer satisfaction is critical. The customer’s 

satisfactionwiththeproduct/serviceorcompanyisanotherstrongindicatorofthebusinessperformance. 

TheentrepreneurshouldConductregularcustomersatisfactionsurveysaspartofhiscustomerrelationship 

management program, and determine of customer satisfaction changes over time. 

Identifythebusinessopportunity: 

There are a lot of opportunities available in the world of business, but they are not visible to everybody. 

Theyarevisibleonlytothosewhoconstantlyremaininsearchofthem.Opportunity doesnotcometoany one by 

chance, but the entrepreneur has to struggle for it. The entrepreneur has to collect necessary resources to 

convert the opportunity into a successful business venture. Business opportunity can be described as an 

economic ideathrough which theentrepreneur can make a business and earn profits. He 

hastocollecttheinformationfromexternalenvironmentandanalyzethemsothathewillbeabletoselect best 

opportunity related to his business. 

Abusinessopportunitywillbeconsideredonthefollowingfactors: 

1. Agoodmarketscopefortheproductheisgoingtoproduce:Theentrepreneurhastoanalyzethegap 

betweendemand and supply of the product in which he is going to make business. The demand must be 

higherthanthesupply.Heshouldconsidernotonlythepresentdemandandsupplyoftheproductbutalso he should 

put emphasis onthe future forecast demand and supply.In this regard the entrepreneur has to establish new 

units and inter regional flow of commodities to analyze the demand and supply. 

2. An attractive, acceptable and adequate rate of return on the investment: The next opportunity is 

therateofreturn.Iftherateofreturnontheinvestmentisnotattractivetheentrepreneurcannotmove 

https://www.thebalancesmb.com/low-cost-marketing-ideas-2948325
https://www.thebalancesmb.com/low-cost-marketing-ideas-2948325
https://www.thebalancesmb.com/low-cost-marketing-ideas-2948325
https://smallbiztrends.com/2014/06/best-practices-small-business-operations.html
https://smallbiztrends.com/2014/06/best-practices-small-business-operations.html
https://www.phocassoftware.com/business-intelligence-blog/three-ways-to-improve-customer-satisfaction
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forward.So,therateofreturnmustbehigherwhichcancovertheremunerationoftheentrepreneur,salary 

ofemployees,maintenance,loanpaymentalongwithotherpaymentsandalsoreceivessomeextramoney so that 

that can be used for expansion, modernization and forlaunching new projects and products. 

3. Feasibility or practicability of the idea:The idea adopted by the entrepreneur must be feasible and 

practicable. If a business opportunity has all the ingredients but the idea is not feasibleor can not be put 

into practice, it is useless. If permission or license is not available due to some reasons the 

entrepreneurmay abandon the idea.. 

4. Competenceof the entrepreneur to convert theidea Intoreal business practice. :Theentrepreneur 

isthemainelementofanenterprise.So,theentrepreneurmustbecapableofturningtheideasintoeconomic 

activities.Differentbusinessactivitiesrequiredifferentlevelsofskill,knowledge,ideasetc.Hemusthave the 

competence to overcome the hurdles. 

5. Assurance for future growth: Lastly there must be an assurance for a prosperous future and steady 

growth oftheactivities of the entrepreneur andenterprise. If allthecomponents discussed above are there 

but there is a lot of uncertainties about the future prospects of the enterprise the entrepreneur can not 

consider it to be a good business opportunity. Apart from an attractive and acceptable rate of return on 

investment and a good market scope the entrepreneur has to study several other factors for the project 

relating to technical, production, managerial and feasibility point of view. Thesefactors are so interlinked 

that a decision about one affects the others. So, the identification of a business opportunity for an 

entrepreneur requires intensive efforts and special skill. To collect all the information necessary to select 

an appropriate business opportunity, the entrepreneur has to remain in close touch with a number of 

entrepreneurs, institutions, and business publications so that he acquires a lot of knowledge and gain 

exposureson his projects. 

Majorcriteriaforfinalselectionof abusiness opportunity 

Beforearrivingataconclusiononabusinessopportunity,anentrepreneurhastocollectalotofinformation on 

various business opportunities and examine all the opportunities minutely. He has to examine the business 

environment, present scenario and trend in a business, impact of changes in technology and 

behaviorofthetargetgroupforwhomtheproductisgoingtomade.Tomakeafinaldecisiononbusiness 

opportunities,varioustypesofproductsandservicesavailableinthemarket,theirmeritsand demerits,the 

expectationoftheconsumersshouldbestudied. Heshouldseeifhecanmake a product best suitedtothe market, 

consumers, dealers and environment. 

Although the amount of investment and nature of technology play an important role in the final selection 

of a business opportunity, yet the entrepreneur has to first select the enterprise, product and project. 

Selectionof Enterprise 
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After collecting all the required information and analyzing the information, the entrepreneur has to select 

the industry he may establish. He may select industry relating to consumer goods, producer goods or 

intermediate goods. While deciding the industry, the entrepreneur has to study the present business 

environment and industrial climate for the particular industry. What would be the expected future of the 

industrymustbeexamined?Whiledecidingtheindustry,hehastothinkfordiversification,modernization 

andflexibilityoftheindustryinfuture.Whiledecidingtheindustrytheentrepreneurmaytakeintoaccount 

hispreferences,technicalcapabilities,familiarizesandsupportfromothersinthesameline.Hehasalsoto  take 

intoaccount Governmentpoliciesfortheindustry. He hastoseethepresentposition of suchindustry 

inthecountryaswellasabroadforecastthefuture.Onthebasisoftheaboveinformation,theentrepreneur may 

decide the industry. 

Selectionof productorFinalProductSelection 

After the selection of an industry, the entrepreneur has to select the product to be manufactured by him. 

While doing so, he has to make a comparison of all the products he has thought in mind. Producing a 

product is less important than marketing the product. So he has to select a product keeping on eye on the 

market. Market survey plays an important role in the selection of a product. Entry point into the market is 

important for the entrepreneur.For a new entrepreneur it is always better to enter the market with an 

essential commodity of daily use, so that he finds a ready market for his product and entry will also be 

easier.However,hemayselectanyproductwhichmaybeclassifiedasessentialitems,luxuryorcomfort items. 

But, before making a selection, the entrepreneur has to study the behavior of the competitors and 

consumers for a new entrants. Similarly, the entrepreneur has also to take into account all the probable 

factors which may influence the future business activities.He has to analyze the market scope of the 

product and the rate of return on the investment before finally selecting a product. 

SelectionofProject 

Aftertheselectionofanindustryandproduct,thenextproblemfortheentrepreneuristoselecttheproject. The 

selection of a project depends upon the personal preferences of the entrepreneur, earnings of the 

entrepreneur, returns on investment and future prospects of the product. How much cash the entrepreneur 

can invest in his enterprise also plays an important role in the selection of a project. He should also study 

the Govt. policies for the particular project. All the formalities, licenses or permissions needed for the 

project should be examined by entrepreneur. Whether such licenses or permissions are available easily or 

not should also be examines. The entrepreneur has also to see if any restriction or control is there for the 

raw materials,finished products, the price of raw materials and finished product and their movements etc. 

whichmayaffecttheprospectsoftheproject.Heshouldalsoexaminethepossibilityofrestrictionsonsuch matters 

in future. The project should be viable and acceptable to all the agencies. Again the entrepreneur 

hastoexaminethefutureprospectsofhisproject.Examinethefutureincludesstudyofthetechnology, 
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possibilities of changes in technology, changes in the taste, fashion and custom of people. These factors 

will influence the future demand and prospects of the product and project. 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 

UNIT3 

PROJECTREPORTPREPARATION 

 
ProjectReport:Aftertheselectionoftheindustryandproduct,theentrepreneurshouldpreparetheproject 

reportonhisproject.Thisprojectreportisnecessarytogetregistration,license,permissionandloansfrom 

financialinstitutionsforhisproject.Projectreportisthemirrorthroughwhichonecanseetheentirepicture 

ofanorganizationinadvance.Projectreportcanbeoftwotypesi.e.PreliminaryProjectReport(PPT)and Detailed 

Project Report(DPR). 

Preliminary Project Report : Apreliminaryproject report is a brief summary of a project describingthe 

expected inputs and outputs like finance , manpower, materials, machinery, technology, expenses, 

production,profits,salesetc.ofaprojectbeforetheprojectisactuallyimplemented.Apreliminaryproject report 

justifies the techno-economic feasibility of a project. An entrepreneur may make few preliminary 

projectreportondifferentproductstoseewhichoneismoresuitabletobeaccepted.So,aPPRisarough 
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estimate oftheprojectthrough whichtheentrepreneurmake adetailed projectreportandstart workingon it. A 

PPRmay be the picture of a projectin the mind of the entrepreneur which has been put into paper in a 

desired manner to convince others regarding its viability. It is a short description of the project by the 

entrepreneur. 

APerformaofaPreliminaryProjectReportisgivenbelow: 
 

 

 

PRELIMINARYPROJECTREPORT 

 

1. Introduction 

 

A. InformationabouttheEntrepreneur: 

Name: 

Dateofbirth: 

 

Address: 

 

Age: 

 

Sex: 

 

Presentlymonthlyincome:RS.  

 

EducationalQualification:   

 

Specialtraining,if any:   

 

Work experience:   

 

Category: SC/ST/Ex-military/NRI/Physicallyhandicapped/General:  

 

B. Informationabouttheproposedproduct/project 

Product : 

Location of the project: 

 

Type of organization:   

 

Name of the firm:   
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2. FinancialDetails: 

 

A. Landand Building 

 

Area Value 

 

i) land 

 

ii) Building 

 

B. DetailsofMachineryandEquipments 

 

SlNo Descriptionofmachinery Norequired Price Totalvalue Name&addressof 

suppliers 

1.        
  

 
 

 
2. 

 
   

 
   

 
      

 
   

 

Total valueinRs.   

 

C. MiscellaneousFixedAssets 

 

1. Tools RS.   

 

2. Furniture Rs.   

 

3. OfficeEquipments Rs.   

 

Total Rs.   

 

D. Preliminary and Preparative Expenses : This includes the amount to be spent by the entrepreneur 

to get registration, license, permission, security deposits along with travelling expenses and also 

mention the total expenses 

a) Rawmaterials RS.   

 

b) Salariesandwagesoflabor/staffpermonth Rs.   

 

c) Utilities: 

 

Electricity,water,coal,oil,LPG Rs.   

 

d) OtherContingentExpenses: 
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RepairandMaintenance,Transport,postageandstationary,telephone,rent,AdvertisingRs.  

 

ImportanceofPreliminaryProjectReport 

 AProjectReportrepresentswhatthebusinessisallaboutorwhatitintendstobeoverthetime.It offers 

guideline to start-ups and existing businesses too.

• AProjectReportisessentialforthose,whoareseekingfinancialassistancefromdifferentfinancial 

institutions and banks, for their business. 

• Itactsasaguideintheallbusinessoperations,takingallfinancialdecisionsrelatedtothebusiness. 

• Itgivesfullvisibilityofeveryactivityrelatedtothatparticularbusiness,anditwillgivefullinsights of the 

business. 

Benefits: 

Tracking : Through tracking the entrepreneurcan track the current progress of the project against 

theoriginalplan. Which include Tasks, Issues, Risks, budget, schedule, and overall project activities. 

Identifies risks:Identifying risks is a key step to better projects. With the right reports, the entrepreneur 

can spot a risk early on andmakes it easier for the team to work on the problem. 

Costmanagement:Costmanagementistricky.Butwithregularreporting,it’seasytoviewtheexpenditure 

clearly and manage the budget with full visibility. 

Visibility:.Reportingincreasestheamountof visibilityoftheprojectsandwillgivefullinsightintohow the 

project is performing, be it good or bad. 

Control : Reporting putsthe project under control.. It allowsto see the progress, stagnation,or regress of 

certain elements, how team members are performing, and the quality of work completed. 

Learning: Information provided by project reporting on completed tasks can inform future actions. For 

example, the entrepreneur may figure out that project communication was an issue and make changes to 

the communication plan forthe next project. 

DetailedProjectReport(DPR) 

Detailed project report is nothing but a detailed elaboration of each and every information and estimate 

mentioned in the Preliminary Project Report .While preparing a detailed project report the 

entrepreneurmaytake the help of experts to do the job. Preparation of the DPR requires a lot of time. 

ADPRisafinal,detailedappraisal reportontheprojectandablueprintforitsexecutionandeventual operation. It 

provide details of the basic program the roles and responsibilities, all the activities to be carried out and 

the resources required and possible risk with recommended measure to counter them. Objectivesof DPR 

• Thereportshouldbewithsufficientdetailstoindicatethepossiblefateoftheprojectwhen implemented. 

https://www.brightwork.com/blog/how-to-improve-project-visibility
https://www.brightwork.com/blog/how-to-improve-project-visibility
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• The report should meet thequestionsraisedduringtheproject appraisals,i.e. thevarioustypes of 

analyses—beitfinancial,economic,technical,social etc.—shouldalsobetakencare ofintheDPR. 

Contentsof DPR: 

The project report contains detailed information about Land and buildings required, Manufacturing 

Capacity per annum, Manufacturing Process, Machinery &equipment along with their prices and 

specifications, Requirements of raw materials, Requirements of Power &Water, Manpower needs, total 

Cost of the Project. 

DifferencebetweenPPRandDPR 

 PPRis a brief summary of each an every information related to business while DPR is a detailed 

elaboration of each and every information mentioned in the PPR.

 PreparationofPPRrequireslesstimewhileittakesmoretimetoprepareDPR.

 PPRcanbeeasilypreparedwhileitisatedioustaskforpreparing DPR.

 PPRcan be preparedfor getting license and permission to starta projectwhile the status and future 

prospects depend on DPR.

Advantages: 

• Theentrepreneurcanmonitoroperationsprocedureswithintheenterprise. 

• Allowingmanagerstousethereportstoreviewandcorrectiveactionsthatarenoteffective. 

• Supplyinguppermanagementimportantinformationtomakedecisions. 

• Offeringinsightintotheattitudeandmotivationsoftheiremployees. 

• Providing employee performance evaluations to determine that work is being done properly and 

efficiently. 

• Evaluatinginvestmentproposals. 

Disadvantages: 

• Reportsaretime-consumingtocreate. 

• Theyareexpensivetoresearchand write. 

• Technicalreportscanbedifficulttounderstand. 

• Implementingreportrecommendationscanprovedifficult. 

Techno Economic Feasibility:It is a report which is determine the technical feasibility and financial 

viabilityoftheproject,assess therisksassociatedwiththeproject andimplement actionsthat arerequired to be 

taken. 

It is a methodology framework to analyze the technical and economic performance of a process, product 

or or service. In other word s we can say that 

 itreferstotheestimationofprojectandchoiceofoptimaltechnology.

 Itisananalysisontheexistingmarketand technology.

https://www.upcounsel.com/job-performance-evaluation
https://en.wikipedia.org/wiki/Methodology
https://en.wikipedia.org/wiki/Economics
https://en.wikipedia.org/wiki/Service_(economics)
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 Itanalyzetheprojectonindividualcriteriaondifferentaspectsandsetthestagefordetaileddesign 

development.

FactorstobeconsideredforTechnoeconomicfeasibilityreport 

 

 Objectiveandscopeofthereport.

 Productcharacteristics.

 Marketpositionandtrends.

 Rawmaterialrequirement,prices,sourcesandpropertiesofraw materials.

 Manufacturingprocesses,selectionofprocess,productionscheduleandtechniques.

 Plantandmachinery.

Objectives: 

 Itdeterminethetechnicalfeasibilityandfinancialviabilityoftheproject.

 Itassesstherisksassociatedwiththeproject.

 Itexecutetheactionthatarerequiredtobetakenforthebettermentoftheproject.

Benefits: 

 Theentrepreneurcangettheideaaboutthetotalcostsassociatedwiththeproject.

 Theentrepreneurcanexecutethemostappropriatetechnologytomanufacturetheproducts.

 Theentrepreneurcananalyzetheexistingmarketandtechnology.

 Theentrepreneurcangetaoverallinformationabouttheprojectandthenitwillbeeasyforhimto go for 

detailed design development.

Project viability: 

Viability for a project refers to the assessment of whether the project has the capacity to meet the defined 

objectives and in addition to generate significant financial and economic gains to the stakeholders and to 

the economy in general. 

Projectviabilitydependsonanumberoffactorswhicharegivenbelow: 

Cost:Aprojectisnottypicallyconsideredviableifitsvalueexceedsitscosts.Sometimesthecostviability  of a 

project can change over the course of the project’s development or implementation. For example, if 

youhaveaparticularamountofmoneydesignatedforaproject,anditappearsactualcostswillexceedthe budget, 

the project is likely to lose its viability. Many factors can impact costs, such as an increase in the cost of 

supplies or materials or the scope of the project. 

Time: 

A project that is not on trackfroma deadline perspective can loseits viability. For example, if you have a 

projecttodesignandprintinvitationsforagrandopeningevent,iftimedelaysresultintheinvitationsgoing 

toprintthedaybeforetheevent,theprojectlosesitsviability.Invitationsissuedafteraneventhastaken 
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place are worthless, and continuing to pursue their production wastes time and money. Likewise, delays 

that result in additional fees -- such as rushed late printing fees -- may also render a project non-viable. 

Manpower:  

Losingkeymembersorstaffcancauseaprojecttoloseitsviability.Forexample,iftheentrepreneurhasa graphic 

designerwho is developingnew logo, and that person quits without notice, the project may lose its 

viability, because the manpower anticipated for the role no longer exists. The project has the potential to 

regain its viability if someone else can take over the task or it can be effectively outsourced to another 

party. 

Quality: 

If the quality of a project is not attainable as anticipated, it can lose its viability. For example, if an 

entrepreneur own a small construction business and provide an estimate for building a custom home, that 

estimate is based largely on the current price of home-building materials. If the price goes up suddenly or 

thesamequalityofmaterialsisnolongeravailable,theproject,asplanned,losesitsviability.Itcanregain its 

viability if materials of equal quality and similar price can be obtained. 

 

UNIT 4 

MANAGEMENTPRINCIPLE 

DefinitionofManagement: 

 Management may be defined as the art of getting work done through people with satisfaction of 

employer, employees and the public.

 Management is a process for getting the work done through the efforts of other people , it is 

necessarytoguide,direct,coordinateandcontrolhumaneffortstowardsthefulfillmentofthegoals of the 

enterprise.

 Management is an art because management means coordinating and getting workdone through 

others.

PrincipleofManagement: 

ThefourteenprinciplesofmanagementcreatedbyHenriFayolalsoknownas“fatherofmodern 

management theory”are explained below: 

1. Division of Work - Accordingtothis principle thewhole workis dividedintosmall tasks and it isalso 

based on the theory that if workers are given a specialized task to do, they will become skillful and more 

efficient in it which leads to specialization and specialization helps to increase efficiency and efficiency 

which results in improvements on the productivity and profitability of the organization. 
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2. AuthorityandResponsibility-Authorityandresponsibilityshouldgotogetherandmustberelated. 

Authoritymeanstherightofasuperiortogiveenhanceordertohissubordinatesandresponsibility 

makes them responsible for the work done under their guidance or leadership. Responsibility without 

authority or vice versa is meaningless. 

3. Discipline -Withoutdiscipline, nothingcanbeaccomplished. It isthecore value foranyproject or any 

management. Good performance and sensible interrelation make the management job easy and 

comprehensive.Employeesgoodbehavioralsohelpsthemsmoothlybuildandprogressintheirprofessional 

careers. Discipline is absolutely necessary for efficient functioning of all enterprises. 

4. Unity of Command - This principle states that each subordinate should receive orders and be 

accountabletooneandonlyonesuperior.Ifanemployeereceivesordersfrommorethanonesuperior, it is 

likely to create confusion and conflict. 

5. Unityof Direction.Thismeansallthepersonworkinginacompanyshouldhaveonegoalandmotive which 

willmake the work easier and achieve the set goal easily. It implies that there should be one plan and one 

head for each group of activities having the same objective.That means there should be one common 

plan for an enterprise asa whole. 

6. Subordination of Individual Interest-This indicates a company should work unitedly towards the 

interest of a company rather than personal interest. That means the interests of an individual persons 

shouldnotbepermittedandthisisnecessarytomaintainunityandtoavoidfrictionamongemployees. 

7. Remuneration-Remunerationisthepricepaidtotheemployeesfortheservicesrenderedbythem for the 

enterprise andthis is also a chief motivation of employees and therefore it putsinfluences on 

productivity. The quantumand methods of remuneration payable should be fair,reasonable andbring 

maximum satisfaction to both employees and the employer. 

8. The Degree of Centralization: Centralization implies that thedecision making process should be 

takenattop management. In any company, the management or any authority responsible for the decision- 

makingprocessshould be neutral. However,thisdependson the size ofan organization.Henri Fayol 

stressed on the point that there should be a balance between the hierarchy and division of power. 

9. LineofAuthority/ScalarChain-Thisreferstothechainofsuperiorsrangingfromtopmanagementto the 

lowest rank. The principle suggests that there should be a clear line of authority from top to bottom 

linking all managers at all levels. This is necessary so that every employee knows their immediate senior 

and also they should be able to contact any, if needed. 

10. Order-.Acompanyshouldmaintain awell-definedworkordertohaveafavorableworkculture.The positive 

atmosphere in the workplace will boost more positive productivity. Material order ensures safety and 

efficiency in the workplace. Order should be acceptable under the rules of the company. 



Entrepreneurship&Management&Smart Technology 

57 

 

11. Equity - Employees must be treated kindly, and Managers should be fair and impartial when dealing 

with employees, giving equal attention towards all employees. This will make employees more loyal and 

devoted towards the management or enterprise. 

12. Stabilityof TenureofPersonnel -Stableandsecureworkforceisanassettotheenterprisebecause 

unnecessary labor turnover is costly. An employee delivers the best if they feel secure in their job. It is 

the duty of themanagement to offer job security to their potential employees. 

13. Initiative-Initiativeofemployeescanaddstrengthandnewideastoanorganization.Initiativeon 

thepartofemployeesisasourceofstrengthfororganizationbecause itprovidesnewandbetterideas. 

Employees are likelyto take greaterinterest in the functioningof the organization. In this regard manager 

should encourage his subordinates to take initiative. 

14. EspritdeCorps/TeamSpirit-Itistheresponsibilityofthemanagementtomotivatetheiremployees 

andbesupportiveofeachotherregularly.Developingtrustandmutualunderstandingwillleadtoapositive  

outcome and work environment. This refers to the need of managers to ensure and develop morale in the 

workplace; individually and communally. Team spirit helps develop an atmosphere of mutual trust and 

understanding. Team spirit helps to finish the task on time. 

Functions of Management: Broadly speaking, management includes everything which is necessary for 

theperformanceofwork.Alltheactivitiesperformedbymanagersatvariouslevelstogetthedesiredresult may be 

the functions of management. Usually, there are nine major functions of management such as 

Forecasting, Planning, Organizing, Staffing, Coordination, Directing, Motivation, Communication 

andControl. 

1. Forecasting:Forecastingisthefirstthinginthemanagementprocessthroughwhichplansaremadeand actions 

are taken. Forecasting forms the base for planning process. The efficiency of planning depends on the 

accuracy of forecasting. Forecasting is nothing but the prediction on the future or estimate the future 

eventsbycomparativestudyandanalysisofvariousfactorsandforces.Forecastingisbasedontheanalysis 

ofthepast,studyofthepresentandestimateoffuture.Forecastinghelpstoaddcertainleveloftothefuture events 

and helps to meet the future challenges. Forecasting may be for short run or long run. A short run 

forecastislikelytobemoreaccuratethanthelongrunforecast.Incaseoflongrunforecastmayberequired  for 

revision due to changes in different factors and forces.Result of forecast should be made available to all 

the planners to plan the activities suitably. 

2. Planning: Planning is the most important among all the managerial functions. It is the function of 

management usually performed by all the managers at all the levels of work. If planning is wrong or 

defective, the entire work shall be defective and all the efforts shall be fruitless. Planning is considered to 

be the foundation of work. Planning means deciding a future course of action to be performed by all the 

employees in the management process. Planning involves study of future. It also includes selection of the 
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bestalternativesamongthealternativesAvailable.Selectionofthebestalternativerequiresstudy,analysis 

andcomparisonofvariousalternatives.So,planninginvolvesselectionofthebestalternativefortheentire 

organization. Planning is deciding in advance the work to be performed in a desired manner in future. 

Planning also involves deciding what to do? When to do? Where to do? How to do? Planning aims at 

maximum result at minimum possible efforts. 

3. Organizing: Organizing is the management process which helps to carry out the plans. Organizing 

Includesputtinglifetoplansbybringingtogetherthephysicalfacilities,executives,personnel,workers, capital, 

machineries, materials, services to carry out the plans. When all these resources are assembled then the 

organization comes to life. Organizing provides for the establishment of relationship among posts, 

departments, section, units,, resources, , jobs etc. and creates routes for delegation of authority 

andresponsibility.Organizingisa managerialprocess throughwhichamanagergroupshismentogetthe things 

done effectively and efficiently to achieve the best possible result. Organizing is an effective mechanism 

for management for achieving the plans. Organizing also defines the relationship among the persons and 

decides who will do what for the implementation of the plans and for the achievement of 

the goals. 

4. Staffing:Organizationcreatesastructureofdutiesandfunctionstobeperformedbyvariouspersonsin the 

organization. So, staffing is nothing but filling up the positions created in the organization structure. 

Staffing functions include recruitment, selection, training, placement, transfer, promotion, etc. Staffing 

aims at optimumutilizationof human resources of anorganization. It is the dutyof management to fill up 

the vacancies created in the organization by appointing competent, qualified, efficientand appropriate 

persons for each job. 

5. Coordination: Coordination is the function of management which ensures that different departments 

andgroupswork in synchronization to achieve the common objectives of the organization. Therefore, there 

is unity of action among the employees, groups anddepartments. Unity of efforts can notbe achieved 

automatically. So, a manager has to coordinate the activities of all the individuals to provide unity of 

action for the achievement of common goal. Coordination includes division of work and distribution of 

duties and responsibilities among various individuals and groups working in the 

Organization.Coordinationensurethatalltheindividualsandgroupsworktogethereffectively, 

economicallyandharmoniouslytoachievecommongoaloftheenterprise.Coordinationisafunction linking all 

the functions of management through unification of both human and other resources. 

6. Directing:Simplyappointingcompetentpersonsindifferentpositionsisnotenoughtogetgoodresults. They 

need direction that means proper orders and instructions as per requirement. So,directingis entirely a 

human functions which involves managing the managers and workers through motivation, proper 

leadership,effectivecommunicationandcoordination.Amanagerwiththehelpofleadershipand 
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motivational qualities has to directand guide all his subordinates and get the workdone through them. To 

directandguidethesubordinatesamanagermustdevelophisabilitiestocommandpeople.Amanagermust know 

how to direct, how to issue orders and instructions to the subordinates without creating confusion. 

Directing helps the plans to converted into performance.It is the process through which people are made 

aware as to what and how they are expected to do. 

7. Motivation: Without motivation things do not move smoothly. Motivation is nothing but creating an 

internaldesireinthemindofapersontodosomething.Inthemanagementprocessmotivationisapowerful tool to 

achieve the goal effectively.Motivation can set into motion a person to carry out some activities. 

Tocarryouttheplansproperlyandsmoothlyamanagerhastomakeuseofmotivationasatooltomotivate 

thesubordinatestogettheworkdonethroughthem.Motivation’istheprocessofinspiringpeopleinorder 

tointensifytheirdesireandwillingnessforexecutingtheirdutieseffectivelyandforco-operatingtoachieve the 

common objectives of an enterprise. The manager should adopt different methodologyto motivate the 

subordinates in the form of adequate financial Incentive, proper working environment, provision for 

promotion, non monetary facilities like travelling, medical treatment, education etc. 

8. Communication: Communication is the management process which refers to the transmission of 

messages, news, information, suggestion, instruction and ideas from one person to another. Through 

communication an effective link is created and maintained among all the employees of the organization. 

Communicationisalwaysobjectiveoriented.Therearevariousmodesofcommunicationbutoralorverbal 

communication is the best formof communication.The communication may be fromthe bottomto top or 

top to bottom. The manager has to develop good communication skill and he should be a good 

communicator and should ensure that there is no communication gap. So, it is the duty of the manager to 

see that the information or messages are properly communicated to the appropriate persons or not. 

9. Control:Controlisacontinuousprocess.Controllingisoneoftheimportantfunctionsofamanager.In 

ordertoseekplannedresults fromthesubordinates, amanager needsto exerciseeffective controloverthe 

activitiesofthesubordinates.Inotherwords,themeaningofcontrollingfunctioncanbedefinedasensuring   that 

activities in an organization are performed as per the plans. Controlling also ensures that an organization’s 

resources are being used effectively  & efficiently for the achievement of predetermined 

goals.Managersatalllevelsofmanagementtop,middle&lower–needtoperformcontrollingfunctionto  keep 

control over activities in their areas. Therefore, controlling is very much important in an educational 

institutions,military,hospital,orinanybusinessorganization.Agoodcontrolsystemhelpsanorganization    in 

theformof  accomplishingorganizational goals,judgingaccuracyofstandards, makingefficient useof 

resources, improving employee motivation, ensuring order & discipline and facilitating coordination in 

action. Control helps realization of the plans as per expectation. 
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Levelofmanagementinanorganization:Accordingtodutiesandresponsibilitiesthelevelof management in 

an organization is broadly classified into three categories as 

1. Top-LevelManagement/Administrativelevel, 

2. Middle-LevelManagement/Executoryand 

3. Low-levelManagement/Supervisory. 

1. TopLevelofManagement 

Itconsistsofboardofdirectors,chiefexecutiveormanagingdirector.Thetopmanagementistheultimate source of 

authority and it manages goals and policies for an enterprise. It devotes more time on planning and 

coordinating functions. 

Theroleofthetopmanagementcanbesummarizedasfollows- 

• Topmanagementlaysdowntheobjectivesandbroadpoliciesoftheenterprise. 

• Itissuesnecessaryinstructionsforpreparationofdepartmentbudgets,procedures,schedules  etc. 

• Itpreparesstrategicplans&policiesforthe enterprise. 

• Itappointstheexecutiveformiddleleveli.e.departmental managers. 

• Itcontrols&coordinatestheactivitiesofallthe departments. 

• Itisalsoresponsibleformaintainingacontactwiththeoutside world. 

• Itprovidesguidanceanddirection. 

• The top management is also responsible towards the shareholders for the performance of the 

enterprise. 

2. MiddleLevelofManagement 

The branch managers and departmental managers constitute middle level. They are responsible to the top 

management for the functioning of their department. They devote more time to organizational and 

directional functions. In small organization, there is only one layer of middle level of management but in 

big enterprises, there may be senior and junior middle level management. 

Theirrolecanbeemphasizedas - 

• Theyexecutetheplansoftheorganizationinaccordancewiththepoliciesanddirectivesofthetop 

management. 

• Theymakeplansforthesub-unitsoftheorganization. 

• Theyparticipateinemployment&trainingoflowerlevel management. 

• Theyinterpretandexplainpoliciesfromtoplevelmanagementtolowerlevel. 

• Theyareresponsibleforcoordinatingtheactivitieswithinthedivisionordepartment. 

• Italsosendsimportantreportsandother importantdatatotoplevelmanagement. 

• Theyevaluateperformanceofjunior managers. 

• Theyarealsoresponsibleforinspiringlowerlevelmanagerstowardsbetter performance. 
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3. LowerLevelof Management 

Lowerlevelisalsoknownassupervisory/operativelevelofmanagement.Itconsistsofsupervisors, foreman, 

section officers, superintendent etc.Their activities includes: 

• Assigningofjobsandtaskstovarious workers. 

• Theyguideandinstructworkersfordaytodayactivities. 

• Theyareresponsibleforthequalityaswellasquantityof production. 

• Theyarealsoentrustedwiththeresponsibilityofmaintaininggoodrelationintheorganization. 

• Theycommunicateworkersproblems,suggestions,andrecommendatoryappealsetctothehigher level. 

• Theysupervise&guidethesub-ordinates. 

• Theyareresponsibleforprovidingtrainingtothe workers. 

• Theyarrangenecessarymaterials,machines,toolsetcforgettingthethingsdone. 

• Theyprepareperiodicalreportsabouttheperformanceofthe workers. 

• Theyensuredisciplineintheenterpriseandmotivateworkers. 

• Theyaretheimagebuildersoftheenterprisebecausetheyareindirectcontactwiththe workers. 

UNIT5 

FUNCTIONALAREASOFMANAGEMENT 

 
A )Production Management: Production management means planning, organizing, directing and 

controllingofproductionactivities.Productionmanagementdealswithconvertingrawmaterialsinto finished 

goods or products.It brings togetherthe 6M's i.e. men, money, machines,materials, methods and 

marketstosatisfythewantsofthepeople.Productionmanagementalsodealswithdecision-making regarding the 

quality, quantity, cost, etc., of production. It applies management principles to production. 

Productionmanagementisapartofbusinessmanagement.Itisalsocalled"ProductionFunction." 

Productionmanagementisslowlybeingreplacedbyoperationsmanagement.Themainobjectiveof production 

management is to produce goods and services of the right quality, right quantity, at the right 

timeandatminimumcost.Italsotriestoimprovetheefficiency.Anefficientorganizationcanface 

competitioneffectively.Productionmanagementensuresfulloroptimumutilizationofavailableproduction 

capacity. 

Functions: 

 

1. SelectionofProductandDesign:Productionmanagementfirstselectstherightproductforproduction. Then 

it selects the right design forthe product. Care must be taken while selectingthe product and design 
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because the survival and success of the company depend on it. The product must be selected only after 

detailed evaluation of all the other alternative products. After selecting the right product, the right design 

mustbeselected.Thedesignmustbeaccordingtothecustomers'requirements.Itmustgivethecustomers  

maximum value at the lowest cost. So, production management must use techniques suchas value 

engineering and value analysis. 

2. Selection of Production Process: Production management must select the right production process. 

They must decide about the type of technology, machines, material handling system, etc. 

3. Selecting Right Production Capacity: Production management must select the right production 

capacitytomatch thedemand fortheproduct.This isbecause more or lesscapacitywill create problems. The 

production manager must plan the capacity for both short and long term's production. He must use break- 

even analysis for capacity planning. 

4. Production Planning: Production management includes production planning. Here, the production 

manager decides about the routing and scheduling. Routing means deciding the path of work and the 

sequence of operations. The main objective of routing is to find out the best and most economical 

sequenceofoperationsto be followed in the manufacturing process.Routing ensuresa smooth flow of work. 

Scheduling means to decide when to start and when to complete a particular production activity. 

5. ProductionControl:Productionmanagementalsoincludesproductioncontrol.Themanagerhasto 

monitor and control the production. He has to find out whether the actual production is done as per 

plansornot.Hehastocompareactualproductionwiththeplansandfindsoutthedeviations.Hethentakes necessary 

steps to correct these deviations. 

6. QualityandCostControl: Productionmanagementalsoincludesqualityandcostcontrol.Qualityand 

CostControlaregivenalotofimportanceintoday'scompetitiveworld.Customersallover theworldwant good- 

quality products at cheapest prices. To satisfy this demand of consumers, the production manager 

mustcontinuouslyimprovethequalityofhisproducts.Alongwiththis,hemustalsotakeessentialstepsto reduce 

the cost of his products. 

7. Inventory control: Production management also includes inventory control. The production manager 

mustmonitorthelevelofinventories.Theremustbeneitheroverstockingnorunderstockingofinventories. If 

there is an overstocking, then the working capital will be blocked, and the materials may be spoiled, 

wasted or misused. If there is an under-stocking, then production will not take place as per schedule, and 

deliveries will be affected. 

8. Maintenance and Replacement of Machines: Production management ensures proper maintenance 

and replacement of machines and equipments. The production manager must have an efficient system for 

continuousinspection(routinechecks),cleaning,oiling,maintenanceandreplacementofmachines, 

equipments, spare parts, etc. This prevents breakdown of machines and avoids production halts. 
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Activities: 

1. Accomplishment of firm's objectives: Production management helps the business firm to achieve all 

itsobjectives.Itproducesproducts,whichsatisfythecustomers'needsandwants.So,thefirmwillincrease its 

sales. This will help it to achieve its objectives. 

2. Reputation,GoodwillandImage:Productionmanagementhelpsthefirmtosatisfyitscustomers.This 

increases the firms reputation, goodwill and image. A good image helps the firm to expand and grow. 

3. Helps to introduce new products: Production management helps to introduce new products in the 

market.ItconductsResearchanddevelopment(R&D).Thishelpsthefirmtodevelopnewerandbetter quality 

products. These products are successful in the market because they give full satisfaction to the 

customers. 

4. Supports other functional areas: Production management supports other functional areas in an 

organization, such as marketing, finance, and personnel. The marketing department will find it easier to 

sell good-quality products,and the finance department will get more funds due toincrease in sales. It will 

also get more loans and share capital for expansion and modernization. The personnel department will be 

abletomanagethehumanresourceseffectivelyduetothebetterperformanceoftheproductiondepartment. 

5. Helps to face competition : Production management helps the firm to face competition in the market. 

This is because production management produces products of right quantity, right quality, right price and 

at the right time. These products are delivered to the customers as per their requirements. 

6. Optimum utilization of resources : Production management facilitates optimum utilization of 

resourcessuchasmanpower,machines,etc.So,thefirmcan meetitscapacityutilizationobjective.This will 

bring higher returns to the organization. 

7. Minimizescostofproduction:Productionmanagementhelpstominimizethecostofproduction.It Tries to 

maximize the output and minimize the inputs. This helps the firm to achieve its cost reduction 

Andefficiency objective. 

8. Expansion of the firm : The Production management helps the firm to expand and grow. This is 

becauseittriestoimprovequalityandreducecosts.Thishelpsthefirmtoearnhigherprofits.These profits 

help the firm to expand and grow. 

Productivity: 

Productivityiscommonlydefinedasaratiobetweentheoutputvolumeandthevolumeofinputs.Inother words, it 

measures how efficiently production inputs, such as labor and capital, are being used in an 

economytoproduceagivenlevel ofoutput. Productivityistypicallymeasuredbycomparingtheamount of 

goods and services produced with the inputs used in production. 

Benefits: 

1. Higherprofit:Higherproductivityenablesthecompanytoproducemoreoutput.Thisresultsin 
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moreprofittoit.Thisprofitcanbeusedforexpansionandotheractivities. 

2. Employeeswelfare : Higher productivitybrings more profittothecompany. This profitcanbe usedto 

providebetterfacilitiesandworkingconditionstotheemployees.So,itresultsinwelfareoftheemployees. 

3. Betterreturn:Thecompanygetsbetterreturnoninvestmentduetohigherproductivity.So,theypaya better 

dividend (share of profit) to the shareholders. The market price of the share will also increase. 

4. Nicerelations:Higherproductivityresultsinnicerelationsbetweenthemanagementandtheemployees. Good 

working conditions, facilities and incentives motivates employees to give their best to the organization. 

5. Customer satisfaction : Higher productivity results in better customer satisfaction. This is because 

customers are provided with good-quality products at low prices. Satisfaction of customers will result in 

their loyalty towards the company. 

6. Good credit rating : Higher productivity results in a good credit rating by financial institutions. This 

willenablethecompanytogetcheapfundsfromthemarkettomeetworkingandfixedcapitalrequirements. 

7. Goodwill:Duetohigherproductivity,thecompanywillhaveagoodcorporateimage(goodwill)inthe minds of 

social entities. This includes: The shareholders, government, suppliers, financial institutions, customers, 

etc. 

8. Bettercreditterms:Higherproductivityhelpsthecompanytogetbettertermsfromthesuppliers.The suppliers 

may give better credit terms due to its goodwill. 

9. Low turnover : Higher productivity enables the company to provide better facilities and working 

conditions to the employees. This will make the employees loyal. Hence, employee turnover and 

absenteeism will reduce. 

QualityControl: 

Quality control (QC) is a process through which a business seeks to ensure that product quality is 

maintained or improved. Quality control requires the business to create an environment in which both 

managementandemployeesstriveforperfection.Thisisdonebytrainingpersonnel,creatingbenchmarksforprod 

uctqualityandtestingproductstocheckforstatisticallysignificantvariations. 

Qualityisarelativeconcept.Itisrelatedtocertainpredeterminedcharacteristicssuchasshape,dimensions, 

composition,finish,color,weight,etc.Insimplewords,qualityistheperformanceoftheproductasperthe 

commitment made by the producer to the consumer. J. M. Juran (1970) who is considered the father of 

qualityresearchhasdefinedqualityas“theperformanceoftheproductasperthecommitmentmadebythe producer 

to the consumer.” 

ObjectivesofQualityControl 

1. Establishthedesiredqualitystandardswhichareacceptabletothecustomers. 

https://www.investopedia.com/terms/b/benchmark.asp
https://www.investopedia.com/terms/s/statistically_significant.asp
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2. To discover flaws or variations in the raw materialsand the manufacturing processes in order to ensure 

smooth and uninterrupted production. 

3. Toevaluatethemethodsandprocessesofproductionand suggestfurtherimprovementsintheir 

functioning. 

4. Tostudyanddeterminetheextentofqualitydeviationinaproductduringthemanufacturingprocess. 

5. Toanalyzeindetailthecausesresponsibleforsuchdeviation. 

6. Toundertakesuchstepswhicharehelpfulinachievingthedesiredqualityofthe product. 

AdvantagesofQualityControl 

1. Thebrandproductsbuildupgoodwillorimagewhichultimatelyincreasessales. 

2. Ithelpsthemanufacturers/entrepreneursinfixingresponsibilityofworkersintheproduction  process. 

3. Qualitycontrolalsohelpsinminimizingthecostsbyincreasingefficiency,standardization,working 

conditions, etc. 

4. Italsoenablestheentrepreneurtoknowthecostofhis/herproductquiteinadvancewhichhelpshimin 

determining competitive prices of his product. 

5. Last but not theleast; theentrepreneurcanconfirmwhethertheproduct manufacturedbyhim/ her isin 

accordancewiththestandardsetbytheGovernment.Itfurtherfacilitatestheentrepreneurtotakenecessary actions 

to comply with the standard set. 

Methodsofqualitycontrol: 

Inspection: 

Inspection means checking the product through visual or testing examination, at the input stage, 

transformation stage or output stage, against standards. The task of carrying out inspection is inspection 

functionandthepeoplewhoperforminspectionarecalledinspectors.Inspectorsmeasurequalityofgoods against 

standards and separate acceptable units from the non-acceptable ones. It is divided into two types i.e. 

• Product inspectionwhich relates to the final product sent into the market. The main purpose of 

product inspection is to ensure thatthe products sentinto the market complywith the setstandard 

for quality. In other words, it is to ensure that the product ready for sale is perfect and free of 

defects. 

• ProcessInspection:Processinspectionproceedstoproductinspection.Itisaimedatensuringthat the 

raw material and machines and equipment’s used in the production process are of prescribed 

quality and mark. 

StatisticalQualityControl: 

Itisanadvancedmethodortechniqueusedtocontrolthequalityofaproduct.Thismethodisbasedon statistical 

techniques to determine and control the quality. Sampling, probability, and other statistical 
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inferences are used in this method for controlling the quality of a product. It is widely used in process 

control in continuous process industries and in industries producing goods on a mass scale. 

ProductionPlanningandControl:Productionplanningandcontrolisapredeterminedprocessthatplans, 

managesandcontrolstheallocationofhumanresource,rawmaterial,andmachinerytoachievemaximum 

efficiency.Productionplanningisasequenceofstepsthatempowermanufacturerstoworkefficientlyand  

optimize their production process in the best possible manner.Production planning and control programs 

involves the function of planning, directing and regulating the orderly movement of materials through the 

entire manufacturingcycle from the requisitioning of raw materials to the delivery of finished goods and 

ensure proper customer satisfaction by maintaining minimum inventory with maximum efficiency. 

WhatisProduction? Productionisnothingbut the conversionofrawmaterialsintofinished products. It is an 

organized activities oforganization through which raw materials with the help of other inputs are 

transformed into finished products. 

WhatisPlanning?Planningisnothingbutforecastinganddecidinginadvanceafuturecourseofaction. Planning 

is essential to carry outcertain activities in the bestpossible manner. It involves selection of 

desiredcourseofactiontoachievethegoaloftheenterprise.Planningmakesuncertaintiesintocertainties and 

makesthe target achievable. Planning involves study of future and taking appropriate steps to ensure 

success. Planning involves the selection of best alternatives among the alternativesavailable. 

ProductionPlanning: Production planningcan be defined as the forecastingor decidingin advanceas to 

when, by whom and how the raw material shall be converted into finished product. Production planning 

ensures smooth flow ofproduction programs to achieve economy and efficiency. 

What is Control?Controlling involves checking and ensuring that the plans are carried on as per 

expectation.Controlalsoincludescheckingandensuringthattheactualperformancedoesnordeviatefrom the 

standard set earlier. Control helps the realization of the plans in the best possible manner. Without control 

things may not happen as per wish. 

What is Production Control ?Production control guides the flow of production.So, thatproducts of 

desired quality are produced at the appropriate time in the most economical manner. The main aim of 

productioncontrolistofacilitatethetaskofmanufacturingandensurethatalltheproductionactivitiesare carried 

on asper plans. 

Importance of Production Planning and Control: The following are the importance of production 

planning and Control: 

1. Productionplanningandcontrolprogramhelpstoincreaseproductivitybymeansofplanningproduction and 

Controlling production at each and every stage to ensure speedy , economicaland efficient use of all 

availableresources.Anefficientproduction planningandcontroltechniquehelpstoreducetheidlenessof men, 

machines, materials and money. 
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2. Productionplanningandcontrolprogramarrangestheproductionprocessinsuchsequencesthat 

production target is achieved in time. 

3. Productionplanningandcontrolisanimportanttoolforthemanagementincaseofcontinuousindustries where 

production is continuous and units produced are identical in nature. But it is not suitable in the 

industrieswherevarietiesofproductsareproducesasperorderhoweverthistoolensuresproperutilization of all 

available resources to achieve efficiency, economy and performance of work as per plans. 

4. Productionplanningandcontrolprogramishighlyessentialforcostcontrolpurposes.Awellorganized 

productionplanningandcontrolmechanismensuresoptimumutilizationofmen,machines,materialsand money 

so that they can work at their full capacity. 

5. Productionplanningandcontrolprogramhelpsinregulatingproductionandmaintainquality.Itcontrols 

theproductionactivitiesandensureorderlyflowofmaterialsfromoneprocesstoanotherandalsoensures 

timelysupplyoftoolsandequipmentstoachievefullutilizationofalltheavailableresources.6.Production 

planningandcontrolprogrambringsmanybenefitstomanypersons.Themanufacturersachieveincreased 

production,higher productivity, delivery of goods to customers in time, qualitative production, low cost 

productionandhigherprofits.Iwillhelptheproducertohavebettercontrolovertheproductionactivities. The 

customers getquality products at cheaper price and also in time.The workers getadequate wages, stable 

employment,job security,improved working condition and timely payment of wages . Similarly, the 

investorsget an adequate rate of return on their investmentand securityof their investment. 

Steps in production planning and control: The following steps are adopted for implementation of the 

production planningandcontrol programsuch asplanning, routing, scheduling, loading, dispatching, 

follow upandinspection. 

1. Planning :It is the first step in production planning and controlprogram. Under this the management 

has to prepare a broad planfor the production activities of the organization. At this stage the management 

decides the products to be produced. It will also decide the ingredients, raw materials, size, color, design, 

shape,quality,specification,quantityofproductionandcostofproduction.Planningalsoincludesplanning for 

the procurement of all the resources required to carry on the production plan. 

2. Routing: Routing determines the way or the exact path through which all the raw materials will flow 

fromoneprocesstoanotheruntilitscompletionasfinishedproducts.Routingdecidesinadvancethepath over 

which the work will flow from one stage to another. The main aim of routing is to find out the best and 

cheapest way of production. Routing also includes the selection of men, machines, and processes to carry 

out the work in desired manner. 

3. Scheduling:Aftertheexactrouteisdecided,thenextstepistomakeaschedulei.e.alistortimetable for the 

production activities. Schedulinginvolves fixation of time and date for starting and completion of 

eachoperation.Determination oftime for eachoperationis possible when theentireworkisdividedinto 
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many parts and assign each part of the work to a particular person by allocating responsibilities and 

accountabilitiesfortheperformanceofthework.Schedulingprovidesatimetableformanufacturingand all the 

other activities starting from the procurement of raw materials to the delivery of finished goods to the 

customers as per schedule. 

4. Loading:It is associated withthe quantity of works assigned to a machine orworker to be done or 

performed by that machine or individual. Loadingof works to different machines , processes, sections, 

departments and individual is essential for proper distribution of duties as per the capacities of the 

departments or machine orindividual.There should be neither be over load or under load of works to any 

one.Thereshouldbeaperfectbalancebetweentheboth.Ifthereisoverloaditwillleadtodissatisfaction and 

mismanagement. On the other hand under load will lead to idleness of resources which is loss. Under load 

or over load may be due to improper planning of activities and improper evaluation of load bearing 

capacity. 

5. Dispatching:Dispatchinginvolvesactualexecutionoftheplansinthemannerprescribedandroute  

decided. It also includes issue of order andinstructions to carryon the workas per plans. Dispatching 

functions includes the following : 

a. Issueofnecessarymaterialstodifferentindividuals,jobs,process,departmentsorsections.. 

b. Allocationofappropriatelaborforceandrequiredmachineryfortheperformanceofthework. 

c. Issuenecessarytoolsandequipmentstoindividualsintime. 

d. Maintenanceofrecordsforalltheordersissuedfromtimeto time. 

6. Followup:Itinvolvescheckingtheprogressoftheworkandseewhethertheworkisbeingperformed as per 

plans. Follow up ensures the progress of work according to plans. If there is any deviations at any 

stageithasbeentakenintoaccountandcorrectivemeasuresshouldbetakentoensuressmoothperformance 

ofworkasperplans.Italsoincludesevaluationefficiencyofmen,machinesandmaterialswhilethework  is  in 

progress. 

7. Inspection: Inspection is the last stage of production planning and control. Itinvolves checking the 

quality of goods produced and ensure that the quality of standard is up to mark. This can be done by 

comparing and testing the completedproductswith the help ofthe standards already established. 

B) InventoryManagement:Inventorymanagementisasystematicapproachtosourcing,storing,and  

selling inventory—both raw materials (components) and finished goods (products). In business terms, 

inventorymanagement means theright stock, at theright levels,intheright place,at theright time, andat the 

right cost as well as price.In other words Inventorymanagement is a systematic processto control and 

maintaining the storage of stock, controlling the amount ofproduct for sale and order fulfillment. 

Today,inventorymanagementhasbecomevitalforthesurvivalofanorganization.Ifentrepreneursdon’t have 

good control over their inventory, the day is not far whenthey will lose control oftheirprofits. 
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NeedforInventory Management 

1. TrackingInventory 

A good system will helpthe entrepreneurs keep track oftheir inventory and offer a centralized view of 

stock across sales channels – how much is in stock, and where. It will also allow allocating inventory to 

specific sales channels, which is important if they have warehouse and distribution centers at multiple 

locations, thus,enabling Warehouse management. 

2. Controlcosts 

Keeping reports abouttheir inventory it helps them understand what stocks are doing well, versus which 

are just taking up shelf space. Lack of the right inventory at the right time can mean back orders, excess 

inventory, etc.whichdrive up costs. 

3. Improve delivery 

Late delivery due to stock-outs is bound to givethem a bad reputation. For tracking, it is important for 

them to know when the vendor is shipping inventory and when it will arrive. This helpsthem manage 

customer expectations by delivery as, when and where they want. 

4. Manageplanningandforecasting 

The software can help them improve demand forecasting by analyzing data trends from well-performing 

stocks.Thisminimizestheirholdingandhandlingcosts,improvesrevenuesandfreesupcashflows.Also, by 

planning and forecasting – they can deliver on customer expectations better. 

5. Reducethetimeformanaginginventory 

With a good inventory management solution, the entrepreneurs can reduce the time taken to keep track of 

alltheproductstheyhave on handand on order. Additionally,the entrepreneur scansave thetime taken up in 

inventory recounts iftheirrecords are in place. 

6. Accurate:The entrepreneurs will always have accurate reports with a computerized inventorysystem. 

Thereisalwaysthatpossibilitythaterrorscanoccurwheninventoryisdonebyhandanditcouldeasilybe  

overlooked. Wrong calculation could mean losses or additional expenses. 

7. Customersatisfaction 

Itisdifficulttogaincustomerloyaltywhentheentrepreneurscannotsatisfytheirneedswhentheywantit. 

Agoodcomputerizedinventorysystemallowsthemtoquicklymeetcustomerdemandsbyhavingtheright 

products as soon astheir potentialcustomer comes to order them. 

8. Organize 

Through proper inventory system the entrepreneurs cab able to organize their inventory activities. They 

can Keep or maintain all the products information that means they can find outwhich products enjoy the 

highestsales,sotheycangroupthemtogetherforeasieraccess.Theycanevencategorizetheirstockfor better 

identification and order processing. 
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Models/TechniquesofInventoryManagement 

Thefollowingarethetechniquesofinventorymanagement: 

1. Economic Order Quantity: It is the order size that minimizes the sum of ordering and holding costs 

related to raw materials. In other words, it is the optimal inventory size that should be ordered with the 

supplier to minimize the total annual inventory cost of the business. The economic order quantity is 

computed by manufacturing companies . Manufacturing companies compute it to find the optimal order 

size of raw materials inventory. The two significant factors that are considered while determining the 

economic order quantity (EOQ) for any business are the ordering costs and the holding costs. 

The ordering costs are the costs that are incurred every time an order for inventory is placed with the 

supplier.Examplesofthesecostsincludetelephonecharges,deliverycharges,invoiceverificationexpenses and 

payment processingexpenses etc. The total orderingcost usuallyvaries accordingto the frequencyof 

placing orders. Mostly, it is directly proportional to the number of orders placed during the year which 

means Ifthenumberofordersplacedduringtheyearincreases,theannualorderingcostwillalsoincrease and if, on 

the other hand, the number of orders placed during the year decreases, the annual ordering cost will also 

decrease. 

The holding costs (also known as carrying costs) are the costs that are incurred to hold the inventory in a 

store or warehouse. Examples of costs associated with holding of inventory include occupancy of storage 

space, rent, shrinkage, deterioration, obsolescence, insurance and property tax etc. The total holding cost 

usuallydependsuponthesizeoftheorderplacedforinventory.Mostly,thelargertheordersize,thehigher the 

annual holding cost and vice versa. 

TheECQisaorderqtythatminimizescompany’soptimalitstotalcostsrelatedtoordering,receivingand holding 

inventory. ECQformula :Q= √(2SD/H)where , 

Q=ECQunits,D=Demandinunitsannually,S=Ordercost(perpurchaseorder) H = 

Holding cost(per unit per year) . For examples 

• ForacompanyX,annualorderingcostsareRs.10000andannualquantitydemandedis2000 and 

holding cost is Rs.5000. Economic Order Quantity is Calculated as: √(2SD/H) 

• EOQ=√2(10000)(2000)/5000 

• EOQ=√8000 

• EOQ=89.44 

So, the ideal order size is 89.44 to meet customer demands and minimize costs. It is also the 

reorderingpoint at which new inventory should be ordered. 

2. FIFOand LIFO. 

FIFO,orFirstin,Firstout,assumestheolderinventoryissoldfirst.FIFOisagreatwaytokeepinventory 

fresh.InotherwordsA FIFO isawarehouseorinventorymanagementsysteminwhichthe firstoroldest 
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stockisfirstusedandthestockorinventorymostrecentlyproducedorreceivedisonlyusedordispatched until all 

the oldest stock in the warehouse or store is used or dispatched. This system ensures a company that its 

oldest stockis used first and eventuallyminimizes the costs of obsoleteinventory. FIFO inventory system is 

even considered as the ideal stock rotation system, and most commonly used in a variety of industries. 

LIFO, or Last-in, First-out, assumes the newer inventory is typically sold first. LIFO helps prevent 

inventory from going bad.In other words it is an inventory valuation method which assumes that the 

last items placed in inventory are the first sold during an account year. 

3. Just-in-timeinventorymanagement. 

Just-in-time(JIT)inventorymanagementisatechniquethatarrangesrawmaterialordersfromsuppliersin direct 

connection with production schedules.JIT is a great way to reduce inventory costs. Companies 

receiveinventoryonanas-neededbasisinsteadoforderingtoomuchandriskingdeadstock.Deadstockis  

inventory that was never sold or used by customers before being removed from sale status. 

4. Demandforecasting. 

Demand forecasting should become a familiar inventory management technique to retailers. Demand 

forecasting is based on historical sales data to formulate an estimate of the expected forecast of customer 

demand. Essentially, it’s an estimate of the goods and services a company expects customers to purchase 

in the future. 

5. Safety Stock Inventory: Safety stock inventory management is extra inventory being ordered beyond 

expecteddemand.Thistechniqueisusedtopreventstockoutstypicallycausedbyincorrectforecastingor 

unforeseen changes in customer demand. 

6. ABC analysis. In inventory management,ABC analysis is an inventory categorization technique. ABC 

analysis                                 

dividesaninventoryintothreecategories—"Aitems"withmoreimportantandaccuraterecords,"Bitems" 

withimportantandgoodrecords,and"Citems"withlessimportantandminimalrecord.Examples:A'items – 20% 

of the items accounts for 70% of the annual consumption value of the items(Laptop) 

• 'B'items–30%oftheitemsaccountsfor25%oftheannualconsumptionvalueoftheitems(Tablet) 

• 'C'items–50%oftheitemsaccountsfor5%oftheannualconsumptionvalueoftheitems(Desktop) 

7. Minimumorderquantity. 

On the supplier side, minimum order quantity (MOQ) is the smallest amount of set stock a supplier is 

willingto sell. If retailers are unable to purchasetheMOQ of a product, the supplier won’t sell it to them. 

InotherwordswecansaythatminimumOrderQuantityistheminimumamountororderquantitysetbya 

supplierthatcanbeorderedbyacompany.Thismeansaretailerorbusinessownercannotorderanygiven 

quantitytheydesire,buttheyhavetoadheretotheMOQthresholdorestimatedvalue.Forexample,let 

https://en.wikipedia.org/wiki/Materials_management
https://en.wikipedia.org/wiki/Inventory


Entrepreneurship&Management&Smart Technology 

72 

 

ussay,Anentrepreneurofacompanywantstobuy20unitsofToys.ButastheMOQissetat50unitsor for Rs. 5000/-, 

So, in this case the entrepreneur cannot order anything less than the set MOQ. 

C) Financial Management: Financial management is all about planning, organizing, controlling, 

procurement , utilization and directing variousactivities of the organization related to finance. There are 

threeelementsoffinancialmanagementrequiredinanorganization:investmentdecision,financialdecision 

anddividenddecision.Theseelementstogetherensureproperfinancialmanagementoforganizations. Financial 

management is the custodian of funds of an organization. 

ObjectivesofFinancialManagement 

• Theremustbearegularinflowandoutflowoffundsfortheproperfunctioningofeveryactivityin the 

organization. 

• In the availability of the funds, the amount must be used in the best possible way with minimum 

wastage. 

• An organization must ensure safe investment so that a high rate of return can be achieved in the 

invested amount. 

• Theshareholderswhohaveinvestedintheorganizationmustbegivenhighreturnwhicheventually 

depends upon the share’s market price, their expectations and earning capacity. 

• Anorganizationmustensurethatthereisanequalbalanceinthefirm’sdebtandequitylevel. 

FunctionsofFinancialManagement 

1. FinancialPlanningandForecasting 

• It is the financial manager’s responsibility to plan and estimate the business’s financial needs. He 

needstoprovidedetailsregardingtheamountofmoneythatwouldberequiredtopurchasedifferent assets 

for the company. 

• Themanagementthroughthefinancialmanagerneedstoknowwhattheyneedtospendonworking capital 

and fixed assets for the business too. 

2. Determinationofcapitalcomposition 

Once the Planning and Forecasting have been made, the capital structure has to be decided. The mix of 

debtandequityusedtofinancethecompany’sfutureprofitableinvestmentopportunitiesisreferredto as 

capitalstructure. 

3. FundInvestment 

The financial manager has to ensure that funds made available to the business are used adequately togrow 

the business. The cost of acquiring the said fund and value of the returns need to be compared and 

balanced.Thefinancialmanageralsoneedstolookintothechannelsofthebusinessthatisyieldinghigher returns 

and improve them. 

https://www.managementstudyhq.com/objectives-importance-financial-planning.html
https://www.managementstudyhq.com/objectives-importance-financial-planning.html
https://www.managementstudyhq.com/project-management.html
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4. MaintainProperLiquidity 

Cashisthebestsourceformaintainingliquidity.Thebusinessrequiresittobuyrawmaterials,paysalaries, 

andtackleotherfinancialneedsofthe company. However, thefinancialmanagerhasto determineifthere is a 

demand for liquid assets. He also has to arrange these assets in a manner that the business won’t 

experience scarcity of funds. 

5. DisposalofSurplus 

Selling surplus assets and investing in more productive ways will increase profitability and therefore 

increase the ROCE.(Return on capital employed) 

6. FinancialControls 

Financial management monitors and controls the finances of business for maintaining a balance between 

risk and return. It exercises to minimize the risk and expenses associated with undergoing the required 

operations. Not only its plans, procures, and utilizes the funds efficiently but also monitors the overall 

finance of the business. 

7. EstimatesCapitalRequirement 

Financial management is concerned with the estimation of an adequate amount of funds required for an 

organization. The finance manager takes into account organization goals, objectives, and costs associated 

with themfor determiningthe fundrequirements. Future growth policies and programs of an organization 

are also considered by the finance manager. Proper estimation helps in procuring and utilizing 

requiredfunds efficientlythereby improving the revenue of the business. 

ManagementofWorkingCapital What 

is Working Capital? 

The amount of money invested by t he business in the current assets and to meet day to day expenses is 

known as working capital. Investment in working capital is made to meet the day to day expenses of the 

business. Working capital is utilized to purchase raw materials, pay salaries,wages,spent on transport, 

advertising, insurance premium, pay for telephone and postage. Working capital is a financial concept 

describingthedifferencebetweencurrentassetsandcurrentliabilitiesofabusiness.Ifcurrentliabilitiesare 

greaterthancurrent assets,abusinesshasadeficit ofworkingcapital,whichmeansitcouldnot payoffits 

currentliabilitiesusingitscurrentassets.Thus,ahealthybusinessshouldhaveasurplusofworkingcapital. How to 

manageworking capital? 

Thefollowingarethemanagementofworking capital: 

1. Themanagementhastoproperlyforecasttheworkingcapitalneedsofanorganizationandtheworking 

capitalneedsmaybedecidedkeepinginmindthebudgetspreparedforeachandeveryelementofworking capital 

which includes cash budgets, production budgets,purchase budget,sales budget,maintenance budget, 

advertisement budget etc. 

https://www.managementstudyhq.com/risk-management-steps-in-risk-management-process.html
https://www.managementstudyhq.com/products-on-amazon-with-social.html
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2. Ifthereisamismanagementofworkingcapitalthemanagementmayfacedifficultytopaythepayment to 

different parties like employees, advertisers, suppliers bankers , government and other agencies which 

leads the company may lost their goodwill or image. So, in this regardthe entrepreneur should assess the 

working capitalproperly and arrange the funds accordingly. 

3. The requirement of workingcapital fluctuated throughout the year.So, howmuch workingcapital will be 

required at different periods that have to be estimated in advance and that should be done properly. 

4. If the organization labororiented , working capital requirement is more because the workers have to be 

paidwagesandsalariesaswellasincentives.Iftheproductionactivitiesiscomputerized,thelaborforce will be 

reducedand as a result the working capital will be reduced. 

5. The inventory policies putsdirect affect on the working capital because if an organizationwants to 

maintain huge stock of raw materials and finished products , it is required huge investment on working 

capital. If thestock will be maintained properlythen the investment in working capital may be reduced. 

6. Proper management ofeach and every steps of operating cycle which includes cash—raw materials— 

work-in-progress---finished goods---sales---debtors---cashis essential for ensuring smooth management 

ofthe working capital. All the activities of the operating cycle have to be performedwith higher degree of 

accuracy and efficiency thenthe working capital can be properly managed. 

7. If the time required to process the raw materialto converted to finished productis more, the working 

capitalwillbeconsideredhighbecausealotofrawmaterialandothermaterialshallbeblockedforalong 

timeandthemachineries,tools,equipments,workersandemployeesshallbebusyforalongtimeandasa result it 

puts affect on workingcapital .So in this regardthe managementshould make proper planning for 

processingthe raw materials timely to manage the working capital properly. 

8. Working capital requirementalso depends upon the nature of products . Ifthe productsproduced are 

small in size and low pricedin nature, the working capital requirement shall be less. 

9. Ensure high return on capital: To improve the funds of working capital the management or the 

entrepreneurshouldintroducedifferentloanfacilityschemeandthattheyshouldprovideloantothe debtors 

and ensure to collect the interestin time. 

Advantagesofworkingcapital 

1. SolvencyoftheBusiness: 

Adequate working capital helps in maintaining solvency of the business by providing uninterrupted flow 

of production. 

 

 

 

2. Goodwill: 
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Sufficientworkingcapitalenablesabusinessconcerntomakepromptpaymentsandhencehelpsincreating 

maintaining goodwill. 

3. EasyLoans: 

Aconcernhavingadequateworkingcapital,highsolvencyandgoodcreditstandingcanarrangeloansfrom banks 

and others on easy and favorable terms. 

4. Cash Discounts: 

Adequateworkingcapitalalsoenablesaconcerntoavailcashdiscountsonthepurchasesandhenceit reduces 

costs. 

5. RegularSupplyofRawMaterials: 

Sufficientworkingcapitalensuresregularsupplyofrawmaterialsandcontinuousproduction. 

6. RegularPaymentofSalaries,WagesandOtherDay-to-dayCommitments: 

A companywhich has ample workingcapital can make regular payment of salaries, wages and other day- 

to-daycommitmentswhichraisesthemoraleofitsemployees,increasestheirefficiency,reduceswastages and 

costs and enhances production and profits. 

7. AbilitytoFaceCrisis: 

Adequateworkingcapitalenablesaconcerntofacebusinesscrisisinemergenciessuchasdepression because 

during such periods, generally, there is much pressure on working capital . 

Costing 

• Costing is any system for assigning costs to an element of a business. Costing is typically used to 

develop costs for any or all of the following: 

• Customers,employees,products,processes,entirecompanies,distributionchannelsetc. 

• Costing may involve only the assignment of variable costs, which are those costs that vary with 

some form of activity (such as sales or the number of employees). This type of costing is called 

directcosting.Forexample,thecostofmaterialsvarieswiththenumberofunitsproduced,andso is a 

variable cost. 

• Costing can also include the assignment of fixed costs, which are those costs that stay the same, 

irrespective of the level of activity. This type of costing is called absorption costing. Examples of 

fixed costs are rent, insurance, and property taxes. 

• Costingisusedfortwopurposes: 

• Internal reporting. Management uses costing to learn about the cost of operations, so that it can 

workonrefiningoperationstoimproveprofitability.Thisinformationcanalsobeusedasthebasis for 

developing product prices. 

https://www.accountingtools.com/articles/2017/5/4/cost
https://www.accountingtools.com/articles/what-is-a-variable-cost.html
https://www.accountingtools.com/articles/2017/5/16/sales
https://www.accountingtools.com/articles/2017/5/4/definition-of-an-employee
https://www.accountingtools.com/articles/2017/5/14/direct-costing
https://www.accountingtools.com/articles/2017/5/10/fixed-cost
https://www.accountingtools.com/articles/2017/5/8/activity
https://www.accountingtools.com/articles/2017/5/4/absorption-costing
https://www.accountingtools.com/articles/2017/5/13/insurance
https://www.accountingtools.com/articles/2017/5/14/profitability
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• External reporting. The various accounting frameworks require that costs be allocated to the 

inventoryrecordedinacompany's balancesheetattheendofareportingperiod.Thiscallsforthe use of a 

cost allocation system, consistently applied. 

• Breakeven analysis 

• A break-even analysis is an economic tool which is used to determine the cost structure of a 

company or the number of units needs to be sold to cover the cost. Break-even is a circumstance 

where a company neither makes a profit nor loss, but recovers all the money spent. 

• Break-evenanalysisisusedtoexaminetherelationbetweenthefixedcost,variablecost,and revenue. 

Usually, an organization with low fixed cost will have a low break-even point of sale. 

Importance of Break-Even Analysis: 

• Manages the Size of Units to be Sold- With the help of break-even analysis, the company or the 

owner comes to know howmuch unitsneedtobesoldto cover the cost.The variablecost andthe 

selling price of an individual product and the total cost are required to evaluate the break-even 

analysis. 

• Budgeting and Setting Targets- Since a company or the owner know at which point a company 

can break-even, it makes it easy for them to fix a goal and set a budget for the firm accordingly. 

This analysis can also be practiced in establishing a realistic target for a company. 

• ManagetheMarginof Safety-Infinancialbreakdown,thesalesofacompanytendstodecrease. The 

break-even analysis helps the company to decide the least number of sales required to make 

profits. With the margin of safety report, the management can execute a high business decision. 

• MonitorsandControls Cost- Companies profit margin canbe affected bythe fixed and variable 

cost; therefore, with break-even analysis, the management can detect if any effects are changing 

the cost. 

• Helps Design Pricing Strategy- Break-even point can be affected if there is any change in the 

pricing of a product. For example, if the selling price is raised, the quantity of the product to be 

sold to break -even will be reduced. Similarly, if the selling price is reduced, a company needs to 

sell extra to break-even. 

ComponentsofBreak-EvenAnalysis: 

• Fixed Cost- These costs are also known as an overhead cost. These costs materialize once the 

financial activity of a business starts. The fixed price includes taxes, salaries, rent, depreciation 

cost, labor cost, interest, energy cost etc. 

• Variable Cost- This cost fluctuates, and will decrease or increase according to the volume of the 

production.Thiscostincludespackagingcost,costofrawmaterial,fuel,andothermaterialrelated to 

production 

https://www.accountingtools.com/articles/2017/5/7/accounting-framework
https://www.accountingtools.com/articles/2017/5/7/allocate
https://www.accountingtools.com/articles/2017/5/13/inventory
https://www.accountingtools.com/articles/2017/5/17/the-balance-sheet
https://www.accountingtools.com/articles/2017/5/11/reporting-period
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UsesofBreak-EvenAnalysis: 

• NewBusiness-Foranewventure,break-evenanalysisisessential.Itguidesthemanagementwith 

pricingstrategyandbepracticalaboutthecost.Thisanalysisalsogivesanideaifthenewbusiness is 

productive. 

• Manufacture New Product- If an existing company is going to launch a new product, they still 

have to focus on break-even analysis before starting, and see if the product adds necessary 

expenditure to the company. 

• Change inBusiness Model- Break-even analysis works even if there is a change in any business 

model,likeshiftingfromretailbusinesstowholesalebusiness.Thisanalysiswillhelpthecompany to 

determine if the selling price of a product needs change. 

• Break-EvenAnalysisFormula 

• Break-EvenPoint=FixedCost /PricePerCost–VariableCost 

ExampleofBreak-EvenAnalysis 

• Company X sells a pen. The company first determined that the fixed costs of Company X are a 

lease, property tax, salaries, which make a sum of Rs.1,00,000. The variable cost linked with 

manufacturing one pen is ₹2 per unit. So, the pen is sold at a premium price of RS.10. 

• Therefore,todeterminethebreak-evenpointofCompanyXpremiumpenwillbe: 

• Break-EvenPoint=FixedCost /PricePerCost–Variable Cost 

• =RS.1,00,000/(Rs.12–Rs.2)= 10,000 

• Therefore,giventhevariablecosts,fixedcosts,andthesellingpriceofthepen,CompanyXwould need to 

sell 10,000 units of pens to break even. 

BookKeeping 

Bookkeeping is the systematic recording and organizing of financial transaction in a Company. 

Bookkeeping is the recording, on a day-to-day basis, of the financial transactions and information 

pertainingtoabusiness.Itensuresthatrecordsoftheindividualfinancialtransactionsarecorrect,up- to-date 

and comprehensive. Accuracy is therefore vital to the process of financial transactions in a company. 

Each transaction, whether it is a question of purchase or sale, must be recorded clearly. In other 

wordswe can say thatthe maintenance ofallfinancial transaction record is known as book keeping. 

Book means recordand keeping is maintaining. 

Accounts 

Almost all businessorganizationsmaintaintheirfinancialrecordsunderdoubleentrysystem.Tofacilitate the 

maintenance of accounts under double entry system of book keeping. And all the accounts have two sides 

each. The left side of an account is known as the debit side shortly known as Dr. side and the right side is 

known as credit side shortly known as Cr. Side. 

https://debitoor.com/dictionary/transaction
https://debitoor.com/dictionary/sales


Entrepreneurship&Management&Smart Technology 

78 

 

For personal accountthe rule is Debit the receiver and credit isgiver: That means if any one is 

receiving anything, it will be recorded on debit side of his account and if someone is giving anything it 

would berecorded onthecredit sideof hisaccount.For example , thebusiness gives some goods to Mr. 

Ramon credit. It would be recorded inthe debit side ofRam’s account as Ramis the receiver of goods. 

And the goods are going out of business., so it would be recorded on the credit side of goods account. If 

later on Mr. Ramgives cash of Rs.5000/- to the business for the goods taken by him earlier , in this 

transactionramisthegiver,sohisaccountshallbecreditedandthecashaccountshallbedebitedascash is coming 

in to the business. 

Dr. 

Cr. 

 

Date Particulars J.F. Amount Date Particulars J.F. 

Amount 

 

2.4.2020 Ram’sa/c 2.4.2020 Goods a/c 

7.4.2020 Cash A/c Rs.5000/- 7.4.2020 Ram’s a/c Rs.5000/- 

ForNominalaccounttheruleisDebitallexpensesandlossesandCreditallincomesandgains:Thatmeans allthe 

expensesarewrittenon the debitside ofthatexpensea/c and allgainsandprofits shall be recorded 

onthecreditsideofthataccount.Forexample,supposesalaryispaidofRs.5000/-.Heresalaryisan expense so it 

would be recordedon the debit side of salary account and the cash is going out so it would 

berecordedonthecreditsideofcashaccount.SimilarlyifinterestofRs.500isreceiveditwouldbe 

recordedonthecredit sideoftheinterestaccount asinterest hereisanincomeandthecashisgoingout it would be 

recordedon the debit side of cash account. 

Dr. Cr. 

 

Date Particulars J.F. Amount Date Particulars J.F. 

Amount 

 

5.1.2020Salary a/c 
 

Rs.5000/-5.1.2020 Cash a/c Rs.5000/-  5.2.2020Cash 

a/c 

Journal Entry 

Rs.500/- 5.2.2020 Interest a/c Rs.500/- 

Wheneveratransactiontakesplace,ithastoberecordedinthejournalfirstwhichisknownasthebookof 

primaryentry.Henceallthetransactionsarerecordedinthejournalandforthatalltheentriesmadeinthe 

journalareknownasjournalentry.Theaboverulesofdebitandcreditareknownastherulesof 
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journalizing.Allthejournalentrieshavetobemadeaspertheaboverules.Forexample,supposesalaryis paid of 

Rs. 5000/- .Here salary is an expense so it would be recordedon the debit side of salary account 

andthecashisgoingoutsoitwouldberecordedonthecreditsideofcashaccount.Similarlyifinterestof Rs.500 is 

receivedit would be recorded on the credit side of the interest account as interest here isan income and the 

cash is going out it would be recordedon the debit side of cash account. 

Specimenofa Journal 

------------------------------------------------------------------------------------------------------------------------------- 

----------- 

Date Particulars L.F Debit(Amount) Credit(Amount) 

------------------------------------------------------------------------------------------------------------------------------- 

----------- 
 

5.1.2020. SalaryA/cDr Rs.5000 

 TocashA/c Rs.5000 

5.2.2020. CashA/cDr Rs.500 

 ToInterest A/c Rs.500 

CashBook:Thecashbookisaregisterwhichcontainstwosidesdividedverticallyfromthemiddleofthe 

register.Theleftsideisthedebit sidealsocalledthereceiptsideandtherightsideisthecreditsidecalled the payment 

side. All the cash receipts are recorded on the debit side or the receipt side of the cash book and all the 

payments are recorded on the credit side or the payment side ofthe cash book. 

PettyCashBook:Thepettycashbookisinadditiontothemaincashbookwhichrecordsallsmallorpetty 

cashtransactionsbelowRs.100/-.So,allcashtransactionsofRs.100andlessarerecordedinthepettycash book so 

that the main cash book is used only for big transaction only. In this petty cash book the petty cashier 

receivessomeamount ofmoneyfrom maincashierandgoesonspendingtheamount.Theamount receivedis 

recorded on the debit side of the petty cash book and all the expenses is recorded in the credit side of the 

petty cash book along with the voucher no. 

 

 

 

 

Specimenformatofpettycashbook 

Dr Cr. 
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Amount Rs. Cashbook Folio Date. Particulars. Voucher no. Amount 

Rs. 

 

 

----------- 35 

April.1.ByTelegramA/c 

2020 

 Rs.7.00 

 ByPostageA/ c 

2.ByCarriageA/c. 

ByStationery 

Rs.8.00 

Rs.10.00 

Rs.10.00 

 

 

35.00 

Rs.35.00 

 

--- 

Profit and Loss account :Profit andloss account has two sidesi.e.the left sideis the debit side and the 

right side is the credit side. If there is a gross profit it is written in the credit side of the profit and loss 

account.Ontheotherhandifthereisgrosslossitiswrittenonthedebitsideoftheprofitandlossaccount. All other 

expenses are written on the debit side of the profit and loss account. Similarly all other incomes are 

written on the credit side of the profit and loss account. 

The items written on the debit side of the profit and loss account are gross loss(if any), salaries , rent , 

advertisement,interestpaid,commissionpaid,telegrams,insurancepremium,electricitycharges,printing  and 

stationary, repairs and maintenance of machineries. The items written on the credit side are gross profits, 

interest received, commission received and any other incomes related to business. The profit and 

lossaccountisalwayscalculatedfortheyearending.Ifthetotalofthecreditsideismorethanthetotalsof 

thedebitsidethedifferenceisa“netprofit”whichiswrittenonthedebitsideoftheprofitandlossaccount. On  the 

other hand if the total of the debit side is more thanthe total of credit side the difference is a “net loss” 

which is written on the credit side of the profit and loss account. The net profit is transferred to the 

balance sheet and added to the capital or is shown separately in the liabilities side. 

Specimenformatofprofitandlossaccount 

ProfitandlossaccountofXcompanyfortheyearending31
st
March,2020 

--------------------------------------------------------------------------------------------------------------------- 

----------- 

Rs. Rs. 

Tosalaries 1,50,000Bygross.Profit.b/d. 450,000 
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Towages 80000 ByInterest received. 50,000 

Toinsurance. 50000   

Tocommission 20000   

ToNet profit    

Transferredtogeneralreserve. 2,00,000 

-------------- - 

----------- 

 

 

5,00,000 

 

 

5,00,000 

 

BalanceSheet:Balancesheetispreparedattheendoftheyearonlyafterpreparationoftradingandprofit and loss 

account. Balance sheet reflects the exact financial position of a business on a particular day. Balance 

sheet is a statement and not an account. It reflects how much belongs to the business, how much to the 

owners and how much to the outsiders on that particular day. 

Balance sheet hastwo sides i.e.theleft sideisthe liabilitiesside andtheright sideisthe asset side. In the 

asset side of the balance sheet, all the assets of the business arerecorded ina classified manner. All 

theassetsareclassifiedintothreecategoriessuchascurrentassets,fixedassetsandfictitiousassets.Current 

assetsincludescashinhand,cashatbank,sundrydebtors,shortterminvestments,rentreceivableetc.Fixed assets 

include land, building, plant, machinery, tools and equipment's, furniture's, long term investments etc. 

Fictitious assets include preliminary expenses, extra losses, advertisement expenses etc. 

Onthe liabilities side, besides the capitals all other liabilities are classified in to two categories 

suchaslongtermliabilitiesandshort termliabilities.The items recorded on theliabilitiessideare capital, 

reserves and surplus, long term loans, short term loan and advances, sundry creditors, bills payable, bank 

over draft, salary payable, rent payable, electricity bill payable, interest payable, commission payable etc. 

Ifthereisaprofitintheprofit andlossaccount,it isaddedtothecapital oraddedtothereserve.Ifthereis a loss , it 

may be deducted from the capital. 

 
 

 

Specimenof.Balancesheet: 

BalancesheetofXYZCo.LtdasatMarch31,2020 

------------------------------------------------------------------------------------------------------------------------------- 

----------- 

Liabilities AmountRs. Assets AmountRs. 
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------------------------------------------------------------------------------------------------------------------------------- 
 

Capital 3,00,000 Cashinhand 10,000 

General.Reserve 30,000 Cashin Bank 25,000 

Longtermloan 2,00,000 sundry debtors 20,000 

Shorttermloan 40,000 Rawmaterials 10,000 

Bank overdraft 10,000 Finishedgoods 8,000 

Sundry creditors 45,000 Rent receivable 5,000 

Salary payable 40,000 Commissionreceivable 5,000 

Rent payable 10,000 Interestreceivable 5,000 

InterestPayable. 25,000 ShorttermInvestment 12,000 

Commissionpayable 5,000 LongtermInvestment 50,000 

Wages payable 20,000 PlantandMachinery 2,40,000 

Electricitychargespayable. 15,000 Landandbuilding 3,00,000 

  Furnitureandfitting 50,000 

 

---- 

---------------- 

 

 

7,40,000 

 -------- 

 

 

7,40,000 

 ----------------  ----- 

------------ 

 
------------ 

 

---------------- 

 
 

----- 

 

 

D) MarketingManagement:Marketisaplacewherebuyersandsellersoftenmeettogethertodecidethe terms 

and conditions of purchase and sale. It is also the place where the actual exchange of goods and services 

takes place. So marketing involves the flow of goods and services from the producer to the consumers 

through the ps of exchange or distribution. It can also be defined as the process of exchange between 

buyer and seller. Marketing is the need of buyers and selling is the need of the sellers. 

Marketing management can be described as a combination of marketing and management. Marketing 

managementmaybedefinesastheprocessofascertainingconsumerneedsandwantsandconvertingthem 

intoproductsandservicesandthenmovingtheproductsandservicestothefinalcustomerstosatisfysuch needs and 

wants. 

ImportanceofMarketingManagement: 

1. Marketingmanagementhelpstocreatedemandandneedsinthemindsofthepeopleforthegoods and 

services of the organization. 
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2. MarketingManagementhelpstoidentifymarketsandprospectivemarkets. 

3. A good marketing management helps to create customers and helps to maintain a cordial relation 

between the producers and consumers, customers and the middlemen, producer and middlemen, 

company and society etc. 

4. Marketingmanagementfocusesonincreasedconsumer’ssatisfaction. 

5. Marketingmanagementhelpstoachievethegoalsoftheorganization. 

6. Marketingmanagementhelpsthesalesmanagementtoachieveitsobjectives. 

7. Marketing management focuses on the reduction in the cost of marketing thus reducing the total 

costs and increasing the profit margin. 

8. Marketing management makes possible the forecastingof demand which is essential to decide 

marketing strategies and marketing plans. 

Marketing Techniques: The marketing concept is the strategy that firms implement to satisfy 

customers’needs, increase sales, maximize profit, and beat the competition. There are 4 marketing 

conceptsthatorganizationsadoptandexecute.Theseare;(1)productionconcept,(2)productconcept, 

(3)sellingconcept(4)marketingconcept. 

1. Productionconcept:Theideaofproductionconcept–“Consumerswillfavourproductsthat are 

availableand highly affordable.” This concept is one of the oldest Marketing management 

orientations that guide sellers. 

2. Productconcept: Theproduct concept holdsthatconsumers willfavourproductsthatoffer 

themostquality,performance,andinnovativefeatures.Here.Marketingstrategiesarefocused 

onmakingcontinuousproductimprovements.Productqualityandimprovementareimportantparts of 

marketing strategies, sometimes the only part. 

3. Selling concept: The selling concept holds the idea- “consumers will not buy enough of the 

firm’sproducts unless it undertakes a large-scale selling and promotion effort.” Here the 

management focuses on creating sales transactions rather than on building long-term, profitable 

customer relationships. 

4. Marketing concept: The marketing concept holds- “achieving organizational goals depends 

on knowing the needs and wants of target markets and delivering the desired satisfactions 

better than competitors do.” Here marketing management takes a “customer first” approach. 

Underthemarketingconcept,customerfocusandvaluearetheroutestoachievesalesandprofits. 

Concept of 4 Ps:The Four Ps (product, price, promotion and place) are four considerations known as a 

marketing mix. Attention to these four factors is necessary for maximizing the chance a productwill be 

recognized and bought by customers. 

• Product:Theitemorservicebeingsoldmustsatisfyaconsumersneedor desire. 

https://whatis.techtarget.com/definition/product
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• Price: An item should be sold at the correct price for consumer expectations; neither too low nor 

too high. Price refers to the real amount the end user is expected to pay for the product.The price 

of a product affects how it performs on the market. 

• Promotion: The public needs to be informed about the product and its features in order to 

understand how it fills their needs or desires. The promotion plan comprises of the marketing 

communication strategies and techniques.These may entail advertising, sales promotions, special 

offers, as well as public relations. Regardless of the channel used, the promotion should be 

appropriate for the product, the price as well as the targeted end user. 

• Place: The location where the product can be purchased is important for optimizing sales. That 

means how the product will be provided to the customer is what determines the place or its 

placement. Thus, a product’s distribution is a major element in determining a products placement. The 

placement strategy can be helpful when it comes to assessing the most suitable channel of distribution to 

be used. 

E) HumanResourceManagement: 

Functionsofpersonnelmanagementmaybediscussedundertwobroadcategories: 

• (A)ManagerialFunctions 

• (B)OperativeFunctions 

• A.ManagerialFunctions: 

• Management aims at getting things done by others. Managerial functions deal with planning, 

organizing, directing, coordinating and controlling the activities of employees in an enterprise. 

 

 

 

 

Thesefunctionsarediscussedasfollows: 

1. Planning: 

Planning involves thinking in advance. It is the determination of strategies, programmes, policies, 

procedures to accomplish organizational objectives. Planning is a difficult task which involves ability to 

think, to predict, to analyse and to come to decisions. In the context of personnel management, it requires 

the determination of human resource needs. 

2. Organizing: 

Organizationisaprocessofallocatingthetaskamongitsmembersforachievingorganizationalobjectives. This is 

done by designing the structure or relationship among jobs, personnel and physical factors. For achieving 

enterprisegoalsanumberofplans,policiesandprogrammesaredecidedupon.Organizationis 
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a channel for implementing them and achieving good results. The assignment of tasks and fixing of 

responsibilities will be the function of personnel management. 

3. Directing: 

It is the basic function of managerial personnel. Directing means telling people to do a particular work. It 

does not mean only issuing orders to employees but also ensures that they perform as per the directions. 

Theemployeesarealsogiveninstructionsforcarryingouttheirtask.Theordersandinstructionsshouldbe clear 

and precise so that these are obeyed properly. 

4. Coordinating: 

Organizational objectives will be achieved only if group activities in the enterprise are coordinated 

effectively. There may be a problem of each group or department trying to pursue its own goals without 

bothering about overall objectives. A coordinated approach will help in achieving common goals. 

Coordination of personnel is required at all levels of management. 

5. Controlling: 

Controllingistheact ofchecking,regulatingandverifyingwhether everythingoccursasper thestandards set and 

plans adopted. The performance of persons is regularly reviewed to find out whether it is going according 

to the standards or not. In case, performance is low then steps are taken to improve it in future. 

Controlling function involves reviewing performance and taking corrective measures. 

B.OperativeFunctions: 

These functions are related to the procurement, developing, compensating, integrating and maintaining a 

work-force for attaining organizational goals. These functions are also known as service functions. 

Variousoperativefunctionsarediscussedasfollows: 

1. Procurement: 

This function relates to the procuring of sufficient and appropriate number of persons for carrying out 

business work. The needs of the organization should be assessed to find out the requirements of persons. 

Besides number, the procurement of suitable persons is also essential. For this purpose, the requirements 

of various jobs should be studied for fixing the educational and technical experience of persons expected 

to man those jobs. Only the right type of persons will be able to give satisfactory results. 

2. Development: 

The development function is concerned with the development of employees by increasing their skill and 

proficiency in work. The persons are given proper training through various methods so that their 

performance is better in undertaking the jobs. Proper job description will enable the employees to know 

their weak points in performing various jobs. Training programmes are made suitable to cover up 

deficiencies in workers’ performance. 

3. Compensation: 
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It is concernedwithsecuringadequateandequitableremunerationto personsworkingin the organization. 

Jobanalysiswillenableinfixingtheremunerationforvariousjobs.Theneedsofthejobsandqualifications 

ofpersonswhowilltakeupthosejobsshouldbetakenintoconsiderationwhilefixingremuneration.Ifthe  

employees are paid less than they should have got, they may leave the job at an earliest opportunity. So 

compensation should be fixed in such a way that it is able to attract and retain suitable persons in the 

organization. 

4. Integration: 

Itinvolvesinfusingamongemployeesasenseofbelongingtotheenterprise.Theemployeesshouldidentify 

theirpersonalinterestwiththatoftheorganization.Theyshouldhaveafeelingthateverythinggoodofthe  

enterprise will also be in their interest. This will bring about harmony of interests both of employees and 

the organization. There should be proper communication channel at all levels. 

5. Maintenance: 

Thisfunctiondealswithsustainingandimprovingconditionsthathavebeenestablished.Betterconditions of 

work should be maintained at all times. The employees will feel happy to work under such conditions. 

These conditions include establishment of health, sanitation and safety standards. If working conditions 

deteriorate, then employees will be prompted to leave the enterprise. 

Manpower Planning: Manpower Planning which is also called as Human Resource Planning consists of 

puttingrightnumberofpeople,rightkindofpeopleattherightplace,righttime,doingtherightthingsfor which 

theyare suited for the achievement of goals of the organization. Human Resource Planninghas got 

animportantplaceinthearenaofindustrialization.HumanResourcePlanninghastobeasystemsapproach and is 

carried out in a set procedure. 

ImportanceofManpowerPlanning: 

• Keytomanagerialfunctions-Thefourmanagerialfunctions,i.e.,planning,organizing,directing and 

controllingare based upon the manpower. Human resources help in the implementation of all 

these managerial activities. Therefore, staffing becomes a key to all managerial functions. 

• Efficient utilization- Efficient management of personnel's becomes an important function in the 

industrialization world of today. Setting of large scale enterprises require management of large 

scale manpower. It can be effectively done through staffing function. 

• Motivation-Staffingfunctionnotonlyincludesputtingrightmenonrightjob,butitalsocomprises of 

motivational programmes, i.e., incentive plans to be framed for further participation and 

employmentofemployeesinaconcern.Therefore,alltypesofincentiveplansbecomesanintegral part of 

staffing function. 

• Better humanrelations-Aconcerncanstabilizeitselfifhuman relationsdevelop andarestrong. 

Humanrelationsbecomestrongtrougheffectivecontrol,clearcommunication,effective 
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supervisionandleadershipinaconcern.Staffingfunctionalsolooksaftertraininganddevelopment of the 

work force which leads to co-operation and better human relations. 

• Higher productivity- Productivity level increases when resources are utilized in best possible 

manner. higher productivity is a result of minimumwastage of time, money, efforts and energies. 

Thisispossiblethroughthestaffingandit'srelatedactivities(Performanceappraisal,trainingand 

development, remuneration) 

NeedofmanpowerPlanning: 

Manpower Planning is a two-phased process because manpower planning not only analyses the current 

human resources but also makes manpower forecasts and thereby draw employment programmes. 

Manpower Planning is advantageous to firm in following manner: 

• Shortagesandsurplusescanbeidentifiedsothatquickactioncanbetakenwhereverrequired. 

• Alltherecruitmentandselectionprogrammesarebasedonmanpowerplanning. 

• Italsohelpstoreducethelabourcostasexcessstaffcanbeidentifiedandtherebyoverstaffingcan be 

avoided. 

• Italsohelpstoidentifytheavailabletalentsinaconcernandaccordinglytrainingprogrammescan be 

chalked out to develop those talents. 

• It helps in growth and diversification of business.Through manpower planning, human resources 

can be readily available and they can be utilized in best manner. 

• Ithelps theorganization to realize the importance ofmanpower management which ultimatelyhelps 

in the stability of a concern. 

Recruitment: In human resource management, “recruitment” is the process of findingand hiringthe best 

andmostqualifiedcandidateforajobopening,inatimelyandcost-effectivemanner.Itcanalsobedefined 

asthe“processofsearchingforprospectiveemployees and stimulatingandencouragingthemto applyfor jobs in 

an organization. 

RecruitmentProcess: 

Recruitmentisaprocessoffindingandattractingthepotentialresourcesforfillingupthevacantpositions 

inanorganization.Itsourcesthecandidateswiththeabilitiesandattitude,whicharerequiredforachieving the 

objectives of an organisation. Recruitment process is a process of identifying the jobs vacancy, analysing 

the job requirements, reviewing applications, screening, shortlisting and selecting the right candidate. 

StepsofRecruitmentProcess: 

1. Recruitment Planning: Recruitment planning is the first step of the recruitment process, where the 

vacant positions are analysed and described. It includes job specifications and its nature, experience, 

qualificationsandskillsrequiredforthejob,etc.Astructuredrecruitmentplanismandatorytoattract 



Entrepreneurship&Management&Smart Technology 

88 

 

potential candidates from a pool of candidates. The potential candidates should be qualified, experienced 

with a capability to take the responsibilities required to achieve the objectives of the organisation. 

2. Recruitment Strategy: Recruitment strategy is the second step of the recruitment process, where a 

strategy is prepared for hiring the resources. After completing the preparation of job descriptions and job 

specifications, the next step is to decide which strategy to adopt for recruiting the potential candidates for 

the organization. The steps involved in developing a recruitment strategy include − 

• Settingupaboardteam 

• AnalysingHRstrategy 

• Collectionofavailable data 

• Analysingthecollected data 

• Settingtherecruitment strategy 

3. Searching the Right Candidates: Searching is the process of recruitment where the resources are 

sourced depending upon the requirement of the job. Searching involves attracting the job seekers to the 

vacancies. 

SourcesofManpower:Thesourcesarebroadlydividedintotwocategories:Internal Sources and External 

Sources. 

InternalsourcesconsistsofTransfer,Promotionandowntrainingcentres. 

Promotion: Under this system positions or posts are filled up by upgrading persons to higher status by 

offeringthempromotionsto higherposts. It isaprocess offillingvacanciesof higher postsbyindividuals from 

lower grade to higher grade within the organization. 

Transfer: Transfer usually does not involve any extra financial benefits to an employee. Employees are 

simply shifted from one job to another or one place to another for administration convenience. 

Own Training Centers: A large no of organizations have opened their own training centers where they 

take trainees on a regular basis to develop skilled manpower as per their own need so that they can be 

recruited as and when they are required. 

Externalsourcesconsistsofthefollowing: 

1. Advertisement: Under this system applications are invited from eligible candidates for different posts 

through open advertisement in news papers, magazines, employment news,TVsetc. Such advertisements 

aredraftedcarefullyto createinterestintheeligiblecandidate.Thistype ofadvertisement reachesalarge number 

of people spread over a large area. 

2. Campus Interview: Now a days recruiters go to different technical, professional and management 

institutions for the purpose of selecting young and fresh talent for their manpower requirement. The 

placement cellsofsuchinstitutionsprovideallnecessarystepstoconducttest,interviewsintheinstitution 
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itself. Such selected candidates are usually appointed as trainees for a define period and after successful 

completion of their training/probation, posted or appointed as regular employees. 

3. Walk-in-Interview: Under this system the venue, date, eligibility criteria and other formalities are 

advertised in the local news papers earlier and the applicants come to the centers to face theselection 

process. There is no need of prior applications or information by the candidates. They simply bring their 

bio-data and submit just before the interview. Under this system urgent manpower requirement can be 

solved. 

4. Employmentfair/JobMela: Anumber of employersor consultantscombinedtogethertoorganizethe fair 

in the important cities and towns giving wide publicity to the event to attract large no of job seekers. The 

employers/consultants open stall insides the mela where they display their requirement. Eligible interested 

candidates come and approach the stall to make queries about the vacancies. They submit their bio-data at 

the stall and after preliminary screening they may called for interview at a specified place and time. 

5. Employment Consultant: Employment consultant remain in touch with number of organizations to 

collecttheirordersformanpowersupply.Theyalsoremainintouchwithvarioussourcesofdifferenttypes of 

manpower. They advertise, conduct tests and interviews to select the appropriate candidate and submit the 

lists of selected candidates to the employers for issue of appointment letters. 

6. EmploymentExchange:Thisisveryoldsourcesofrecruitmentofmanpower.Governmentemployment 

exchangearetherethroughoutthecountryandemployerstakeadvantageofthissource.Jobseekersgoto 

employment exchangeandget theirnames registeredandemployerscanreadilygettheinformationabout 

varioustypesofmanpower.Theemploymentexchangedoesnotchargeanyfeestotheemployersortothe job 

seekers . 

7. UnsolicitedApplications:Manycandidatessubmitapplicationsfordifferentpostsatdifferenttimeseven if 

there is vacancy in the organization. Such applications can be called in for the purpose of recruitment 

whenever there is vacancy in the organization.The personal department usually maintain s record of such 

applications. This is a common practice in private sectors. 

8. Recommendations: Sometimes appointments are made based on the recommendations made by 

committees, important persons, friends and relatives, employees, retired employees. 

9. LaborContractor:Largescale industriesusually requirea largenoofunskilledworkersbutdonot appoint 

them rather they hire their services through labor contractors. The labor contractors supply such 

unskilledworkersinsufficientnumbersasandwhenrequired.Thecontractorsappointthemandmaketheir pay 

roll. Such contractors make payments to the workers at their own rate agreed and collect the payment 

from the organizations at timely intervals. They are usually registered contractors with the organizations. 

Selection Process: 
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The selection process can be defined as the process of selection and short listing of the right candidates 

withthenecessaryqualificationsandskillsettofillthevacanciesinanorganisation.Theselectionprocess 

variesfromindustrytoindustry,companytocompanyandevenamongstdepartmentsofthesamecompany. The 

selection criteria has to be decided by the Personal manager. The selection process includes: 

Inviting applications, screening the application received, conducting tests and interviews, conducting 

physicalandmedicalfitnessexamination,collectingreferencesandcheckingtheantecedents,verifyingthe 

certificates and issue of selection letters after final selection. 

1. Inviting Applications: The first step in the selection process is to invite applications from the eligible 

candidates.ApplicationformmaybedesignedandsuppliedtotheapplicantsontherequestorthePerforma may be 

advertised according to which the applicants shall apply. The application format may be designed 

insuchamannerthat theapplicationshavetogivethedetailsoftheireducation,training,experience,age, 

familybackground,previousemployment,previoussalaries,hobbiesetc..The Performa maybedesigned 

depending on the post and the information required. 

2. Screeningtheapplication:Anumberofapplicationsmaybereceivedandalltheapplicantsmaynotbe called 

for tests or interviews. Some of the applications may be rejected at the application stage due to any 

reasons.Hence,thereistheneedofmakingapreliminaryscreeningoftheapplicationsreceived.Themain idea 

behind this sort of screening is to minimize the number of applicants to make the selection process easy 

and effective. 

3. ConductingTests/Interviews:Afterthepreliminaryscreeningisover,theshortlistedapplicantsmaybe called 

for employment tests which may include a written examination, interview, group-discussion etc. to 

testtheskill,intelligence,knowledge,aptitude,personalityetc.Thereareavarietiesofteststoexaminethe specific 

qualities and abilities of the applicants. Such tests may be designed depending on the type of persons 

required for specific posts. Usually the applicants found suitable in the written examinations are called for 

interviews because conducting interviews is a time taking affair. So, only a limited number of 

successfulcandidatesofthe written examination may be called forinterview.Finallythe interviewershall 

make a list of suitable candidates for the posts in order of their merit. 

4. Conductingmedical/physicaltest:Allthecandidatesqualifiedintheinterviewsshouldbecalledfora test of 

physical fitness to be conducted by a group of experts. The physical tests may include running, 

swimming,jumping,driving,cyclingetc.Thephysicalexaminationmaydependonthenatureofjobtobe 

handledbytheindividual.Apartfromthephysicaltesttheremaybea medicalexaminationofthecandidates 

tochecktheEyesight,ears,heart,kidneyetc.Thepurposeofthemedicaltestistohandlethejobefficiency and 

ensure that the candidate’s fitness meets the job requirement. 

5. CollectingReferencesandCheckingtheAntecedents:Afterthemedicalandphysicaltestisover,there is a 

need of making a collection of information about the candidates from the list of references. Usually, 
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theapplicantsgivethenamesofthosepersonswhowillgivefavorablereport.Apartfromthattheemployer 

maywritetotheformer employer oftheapplicant,totheinstitutionswherehewasreadingortoanyother person 

who might be knowing the person well. There is also the need of checking the past records of the 

applicant including the report of the local police stations where he had been staying in the past. 

6. VerifyingtheCertificates:Afteralltheaboveprocessesareover,theapplicantmaybecalledonceagain 

withhisoriginalcertificates forthepurposeverification toseethat thecertificatesfurnishedare authentic or not. 

7. Issuing of Selection Letters after Final Selection:All the successful candidates are to be ranked in 

order of their merit and final selection may be made depending on the number of posts lying vacant. 

Appointment letters may be issued to the successful applicants in order of their rank and may begiven a 

time limit to report for joining. If any candidates fails to turn up, the next rank-holder may be issued 

selection letter. So, the merit list prepared shall be helpful to issue selection letters to the next best 

candidates. 

MethodofTesting: 

Testsareoftwelvetypes.Thesetestsareconductedbymanyorganizations.Itdoesnotmeanthat 

everyorganizationconductsallofthesetests.Someorganizationsmaynotconductafewtests.However, brief 

descriptions of these tests are mentioned below: 

1. Written tests: Written tests are tests that are administered on paper or on a computer (as an eExam).A 

test taker who takes a written test could respond to specific items by writing or typing within a given 

space of the test or on a separate form or document. 

2. Achievementtests:Toverifyhowhecanachievethetarget.Pastexperiencecanhelptheemployeesto satisfy 

the recruiters. 

3. Intelligenttests:Theemployee’sintelligentlevelisdeterminedhere. 

4. Performancetests:Whethertheemployeesperformwellornot. 

5. Honesty or polygraph (lie detector) tests: The use of lie detector for verifying information on the 

application form can only be used for specific jobs, such as police officer, finance managers etc. 

6. Aptitudetests:Whethertheemployeeisinterestedinthejobornotcanbedeterminedbythistest. 

7. Psychological tests: The psychology of the employee is determined. The employees who are 

psychologically strong and do not get nervous do well. 

8. Graphology(Handwritinganalysis)tests:Ithasbeensaidthatanindividual’shandwritingcansuggest the 

degree of energy, inhibitions, and spontaneity to be found in the writer, disclosing idiosyncrasies and 

elements of balance and control from which many personality- characteristics can be inferred. 

9. Physicaltests:Toexaminewhetherthecandidateisphysicallyfitforthe job. 

http://hrmpractice.com/organization/
http://hrmpractice.com/tag/performance/
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10. Personality tests: Through these tests a mental and behavioural quality i.e. personality level is 

measures. 

11. Trainability Tests: For jobs in which training is necessary due to the skill level of the job applicants 

or the changing nature of the job, trainability tests are useful. Essentially, the goal is to determine the 

trainability of the candidate. 

12. Work Sample: WorkSample tests measurethe abilitytodosomethingratherthanthe abilitytoknow 

something. These tests may measure motor skills or verbal skills, Motor skills include physically 

manipulatingvariousjobrelated equipment and verbalskillsinclude problemsolvingand language skills. 

Methods of Training and Development: Training is a learning process which imparts skill, knowledge, 

attitude,behavioretc.toanindividualtomaketheperformanceofjobsasperplan.Trainingisalsoregards 

asthetransferofskill,knowledge,etc.fromthetrainerstothetraineeswithspecificobjectives.Trainingis 

acontinuousprocessfromtherecruitmenttillretirement.Trainingisalwaysobject-oriented.Traininghelps   the 

employeesto cope upwiththechangingbusinessenvironment andchallenges oftechnology. Training 

isalsoessentialfortheoldemployeeswhenevertheyareputtonewassignmentsduetopromotion,transfer, change 

in the nature of job, changes in technology etc. There are different types of training adopted for 

executives,supervisorsandworkers.Differentmethodsoftrainingmayalsoberecommendedfordifferent  types 

of jobs handled by the executives, supervisors, workers and others. 

Thetrainingcanbeclassifiedintothreecategoriessuchasa)onthejobtraining,b)offthejobtrainingand 

c)vestibuletraining. 

A.On-the-JobTraining:Thistrainingconsistsofthefollowingmethods: 

1. Under-studies: Under this method of training, the trainee is placed under an experiences person as an 

assistantorsub-ordinateswhoistoacquireskill,knowledge,experience,bydoingthejobunderthedirect 

supervisionandguidance of theexperiencedperson.Workingunder an experienced person will bea good 

learning process for a new person. 

2. CoachingbyExpertsonthejobs:Underthismethodthetraineesaretakentothespotswheretheworks are being 

performed. Different expert trainers of different jobs train the trainees regarding the performing the jobs. 

They demonstrate the jobs byperformingthem in front of the trainees sothat the trainees get the chance of 

learning on the spots. The trainees are also given chance to handle the jobs themselves. 

3. JobRotation:Underthissystem,thetraineesgettheopportunitiesoflearningdifferentjobsduringtheir 

employment. Theyare not specificallytrained onlyforonejob but are trainedonvariousjobson rotation basis 

so that they get through knowledge on different jobs. After they are trained in one job, they are sent for 

training to another job and in this process they acquire good experiences of different jobs of the 

organization. This is known as job rotation in which the trainees are periodically rotated from one job to 

another. 

http://hrmpractice.com/training/
http://hrmpractice.com/ability/
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B) Off-the-JobTraining:Thistrainingconsistsofthefollowingmethods: 

1. Classroomtraining:Underthistypeoftraining,trainingcoursesareorganizedfortheemployeeseither inside 

the organization or outside the organization. Lecturers or instructors act as trainers who teach the 

topicsandgiveadequatetechnicalandtheoreticalknowledgeabouttheactivitiestobeperformed.Forsuch type of 

training the trainer may use the models, slides, overhead projectors, video, audio, films, computer etc. to 

train the employees. 

2. Conference:Underthismethodoftraining,asmallgroupoftraineesareselectedandtheyworktogether 

totrainthemselves.Theymakeopendiscussion,exchangeideasandexperiencesandsharetheknowledge. They 

learn together to come to a conclusions or for solutions to different problems and develop new techniques, 

skill etc. in them. 

3. Specialcoursesandlectures: Specialcoursesandlecturesareeitherdesignedbythecompanyitselfor 

bythemanagement or professional schools.Companiesthensponsor their traineestoattendthese courses or 

lectures. These are the quick and most simple ways to provide knowledge to a large group of trainees. 

4. Selectedreading:Thisistheself-improvementtrainingtechnique.Thepersonsacquireknowledgeand 

awarenessbyreadingvarioustradejournalsandmagazines.Mostofthecompanieshavetheirownlibraries. 

Theemployeesbecomethemembersoftheprofessionalassociationstokeepabreastoflatestdevelopments in 

their respective fields. 

5. Role Playing: In this method, the trainees are assigned a role, which they have to play in an artificially 

createdsituation.Forexample,atraineeisaskedtoplaytheroleofatradeunionleaderandanothertrainee is 

required to perform the role of a HR manager. This technique results in better understanding of each 

other's situation. 

6. Brainstorming: This is creativity-training technique, it helps people to solve problems in a new and 

differentway.Inthistechnique,thetraineesaregiventheopportunitytogenerateideasopenlyandwithout any fear 

of judgement. Criticism of any idea or any comments are not allowed. Once a lot of ideas are generated 

then they are evaluated. 

C) Vestibule Training:Under this type of training, training is conducted neither on the job nor off the 

job. Under this method a similar situation to a working condition is created and training is given to the 

trainees under such conditions. As far as practicable, actual machineries, actual materials, actual raw 

materialsareusedandactuallikeworkingconditioniscreatedsothatthetrainersandthetraineesfeellike working 

in real working situations.This type of training is done without disrupting the actual activities of the 

organisation. This sort of training make the trainees capable to handle actual work situations. For 

example, firemen training for fire fighting. 

PaymentofWages: 
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What is wages? Wages is money paid to a worker for work performed, or the price you pay for doing 

something . If you make Rs.100 per hour at work, this is an example of your wage. 

Procedureforpaymentofwages:Payslipispreparedonthebasisofthepayrollorwagessheet.Payslip 

ispreparedforeachworkerseparately.Now,eachworkerisgivenhis/herpayslipinadvancesothathe/she can 

check the calculations before the actual payment is made. The particulars of net amount for the wage 

paymentareforwardedtothecashierwhodrawsmoneyfromthebankandarrangespayment.Afterdrawing  the 

amount from bank, pay pocket is prepared for each worker separately and sealed after checking. The pay 

pocket contains the details like the name of worker, his/her number, designation and the name of 

department under which he/she is working. The pay pocket is handed over to workers under the presence 

ofresponsibleofficerandthedepartmentheadunderwhichtheworkerisworking.Thesignatureorthumb 

impression of an employee is received in the Wage Payment Register. 

 
 

 

 
 

 

 

 

UNIT 6 

LEADERSHIPAND 

MOTIVATION 

 
LEADERSHIP. 

 

 

Definition: Leadershipis the act of guidinga team or individual to achieve a certain goal through 

directionandmotivation. Leaders encourageotherstotakethe actionstheyneedtosucceedorinother 

wordswecansaythatLeadershipistheabilityofanindividualoragroupofindividualstoinfluenceand guide 

followers or other members of an organization. 

NEEDORIMPORTANCE: 

1. Initiating Action:Leadership starts from the very beginning, even before the work actually starts. 

A leader is a person who communicates the policies and plans to the subordinates to start the work. 

2. ProvidingMotivation:Aleadermotivatestheemployeesbygivingthemfinancialandnon-financial 

incentivesandgetstheworkdoneefficiently.Motivationisthedrivingforceinanindividual’slife. 

3. Providingguidance:Aleadernotonlysupervisestheemployeesbutalsoguidesthemintheir 

https://accountlearning.com/payroll-or-wages-sheet-meaning-documents-necessary-for-preparation-of-payroll/
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work.Heinstructsthesubordinatesonhowtoperformtheirworkeffectivelysothattheireffortsdon’t 

getwasted. 

4. Creating confidence: A leader acknowledges the efforts of the employees, explains to them their 

roleclearlyandguidesthemtoachievetheirgoals.Healsoresolvesthecomplaintsandproblemsof the 

employees, thereby building confidence in them regarding the organization. 

5. Building work environment: A good leader should maintain personal contacts with the employees 

and should clear their problems and solve them. He always listens to the point of view of the 

employees and in case of disagreement persuades them to agree withhimbygivingsuitable 

clarifications.Incaseofconflicts,hehandlesthemcarefullyanddoesnotallowittoadverselyaffectthe entity. A 

positive and efficient work environment helps in stable growth of the organization. 

6. Co-ordination:Aleaderreconcilesthepersonalinterestsoftheemployeeswiththeorganizational 

goalsandachievesco-ordinationintheentity. 

7. Creating Successors:A leader trains his subordinates in such a manner that they can succeed 

him in future easily in his absence. He creates more leaders. 

8. Induceschange:Aleaderpersuades,clarifiesandinspiresemployeestoacceptanychangeinthe 

organizationwithoutmuch resistanceanddiscontentment.Hemakessurethatemployeesdon’tfeel 

insecure about the changes. 

QUALITIESOF LEADERS: 

1. EthicalandCorporateSocialResponsibility(CSR):Leadershipsetsthestandardsandculturefor 

ethical behavior. 

2. ALeaderistheretoserve: Atrulysuccessfulleaderunderstandsthattheyaretheretoservetheir team, 

not to be served. 

3. Avisionofcommitmenttotheorganization: Leadershipisaboutcreatingavisionthatinspiresthose 

whoworkforandaround othersto participate actively in keygoals, objectives and the overall mission. 

4. Fromthetoptothebottom: Leadersmustbeabletoquicklyassessthegapbetweentopmanagement and all 

employees, and think of innovations of how to encourage the team to act and feel satisfied as winners 

or contributors to the success of the company. 

5. Excellent communication: Leaders must have an astute clarity of expression, communicating 

thoughtsentirelysynchronizedwiththemessagesdeliveredANDreceived.Aleadermusthavetheability to 

communicate effectively at every level in your organization. 

6. Abilitytolistenanddebate: Ratherthan simply‘delivering’ ideas,preparetoengageindebate 

around ideas and really listen to every suggestion. 

7. Teamwork:Theability tocreateandmaintaintrustandrespectbetweenteammembersquicklyand 

https://www.toppr.com/guides/geography/environment/environment/
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effectivelyisvital.Aleader should be able to spot key problems and empower management to iron out 

any issues. 

8. Delegation: A senior executive leader must have confidence to delegate work to his or her team and 

step back - leaders are there to empower others to become leaders and managers themselves. 

9. Honesty and integrity: Although leaders must be positive, when things are not going well, the truth 

must be communicated. Subsequently, leaders must provide the vision and encouragement to bring the 

organization forward. 

10. AProblemSolver:Leadersmustalwaysfindsolutionsor(atleast)suggestalternativestoevery 

problem. 

11. Focused: Keep the team on the right track on goals and strategies – ask for reminders of projects / 

goals and maintain focuson critical objectives despite endless obstacles. 

12. Change Management: Adapt quickly to changes in the marketplace and communicate these to all 

members of the organization. Get the entire company behind changes necessary through visionary 

leadership. 

13. Forward thinking: Beyond adapting to external changes, a leader must enact their own – an 

executiveleadershouldbeabletoseecurrentandfuturetrends,applythemtohisorherorganizationand stay 

ahead of the competition. 

14. VisionaryandLeadershipquality-Tobesuccessful,theleadershouldhaveaclearvisionofhisnew  

venture. However, to turn the idea into reality a lot of resources and employees are required. Here, 

leadership quality is important because a leader can guide their employees towards the right path of 

success. 

15. Open-Minded-Inabusiness,everycircumstancecanbeanopportunityandusedforthebenefitofa 

company. 

16. Flexible-Aleadershouldbeflexibleandopentochangeaccordingtothesituation.Tobeonthetop,a 

businessperson should be equipped to embrace change in a product and service as and when needed. 

17. Creativity:Leadershipstartswithanidea.Tobesuccessful,apersonneedstoalwaysbethinkingof new 

ideas and better ways of doing things. 

FUNCTIONOFALEADER: 

1. SettingGoals: 

Aleaderisexpectedtoperformcreativefunctionoflayingoutgoalsandpoliciestopersuadethe subordinates to 

work with zeal and confidence. 

2. Organizing: 

The second function of a leader is to create and shape the organization on scientific lines by assigning 

rolesappropriatetoindividualabilitieswiththeviewtomakeitsvariouscomponentstooperate 
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sensitivelytowardstheachievementofenterprise goals. 

3. InitiatingAction: 

Thenextfunctionof aleaderistotake theinitiativeinallmattersofinteresttothegroup. Heshould not 

dependuponothersfordecisionandjudgment.Heshouldfloatnewideasandhisdecisionsshouldreflect  

original thinking. 

4. Co-Ordination: 

Aleaderhastoreconciletheinterestsoftheindividualmembersofthegroupwiththatoftheorganization.Hehasto 

ensure voluntaryco-operationfromthe groupinrealizingthecommonobjectives. 

5. DirectionandMotivation: 

Itistheprimaryfunctionofaleadertoguideanddirecthisgroupandmotivatepeopletodotheirbestin the 

achievement of desired goals, he should build up confidence and zeal in the work group. 

6. LinkbetweenManagementandWorkers: 

Aleader works asa necessarylinkbetweenthe management andthe workers. Heinterpretsthe policies 

andProgramof the managementtohissubordinatesandrepresentsthesubordinates’interestsbeforethe 

management. He can prove effective only when he can act as the true guardian of the interests of his 

subordinates. 

ManagervsLeader: 

1. Leadercreatesavision,managercreatesgoals. 

Leadersinspireandengagetheirpeopleinturningthatvisionintoreality.Theyactivatepeopletobepart 

ofsomethingbigger.Managersfocusonsetting,measuringandachievinggoals.Theycontrolsituations to 

reach orexceed their objectives. 

2. Leadersarechangeagents,managersmaintainthestatus. 

Leadersareprouddisrupters.Innovationistheirmantra.Theyunderstandandacceptthefactthatchanges 

tothesystemoftencreateopportunities.Managersstickwiththeworks,refiningsystems,structuresand 

processes to make them better. 

3. Leadersareunique,managerscopy. 

Leaders are self-aware and work actively to build their unique and differentiated personal brand. They 

arecomfortableintheirownshoesandwillingtostandout.They’reauthenticandtransparent.Managers  

copythe competencies and behaviors they learnfromothers and adopt their leadership style rather than 

defining it. 

4/Leaderstakerisks,managerscontrolrisk. 

Leaders are willing to try new things even if they may fail miserably. Theyknow that failure is often a 

step on the path to success. Managers work to minimize risk. They seek to avoid or control problems 

rather thanacceptthem. 
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5. Leadersareinitforthelongterm,managersthinkforshort-term. 

Leadershaveintentionality.Theydowhattheysayandstayworkedtowardabigandforalongterm 

.Theyremainworkedwithoutreceivingregularrewards.Managersworkonshorter-termgoals,seeking more 

regular acknowledgment or awards. 

6. Leadersbuildrelationships,managersbuildsystemsandprocesses. 

Leadersfocusonpeople–allthestakeholderstheyneedtoinfluenceinordertorealizetheirvision.They know 

who their stakeholdersareandspendmostoftheirtimewiththem.Theybuildloyaltyandtrustby 

consistentlydelivering on their promise. Managers focus on the structures necessaryto set andachieve 

goals.Theyfocusontheanalyticalandensuresystemsareinplacetoattaindesiredoutcomes.Theywork with 

individualsto fulfill their goals and objectives. 

7. Leadersgrowpersonally,managersrelyonexisting,provenskills. 

Leaders know if they aren’t learning something new everyday,theyaren’tstandingstill,they’re 

fallingbehind.They remain curious and seek to remain relevant in an ever-changing world of work. 

Managers rely on existing skills and adopting proven behaviors. 

STYLEOFLEADERSHIP:Basedonthebehaviorof leader,theleadershipstyleisclassifiedin to 

three categories i.e. Autocratic,Democratic or Participative andDelegative. 

1. Autocratic:Authoritarianleaders,alsoknownasautocraticleaders,provideclearexpectationsforwhat 

needsto be done, whenit shouldbe done, and howit shouldbe done.Thisstyle of leadershipis strongly 

focusedonbothcommandbytheleaderandcontrolofthefollowers.Thereisalsoacleardivisionbetween  the 

leader and the members. Authoritarian leaders make decisions independently, with little or no input 

fromthe rest of the group. Authoritarian leadership is best applied to situations where there is little time 

for group decision-making or where the leader is the most knowledgeable member of the group. The 

autocratic approach can be a good one when the situation calls for rapid decisions and decisive actions. 

Howeverthistypeofleadershipstylecanbedamagingratherthanrewardinginthelongrunasitresembles that 

ofadictator.Itleadstolowemployee morale, which in turn may lead to attrition in many cases. 

2. Democratic or Participative: Participative leaders encourage group members to participate. Group 

members feel engaged in the process and are more motivated and creative. Democratic leaders tend to 

make followers feel like they are an important part of the team, which helps foster commitment to the 

goalsofthegroup.Democraticleadership,alsoknownasparticipative leadership or shared leadership, isa 

type of leadership style in which members of the group takea more participativerole in the decision- 

making process. 

3. Delegative:Inthisstyletheleaderallowmemberstotakedecisions.Whilethisstylecanbeusefulin 

situationsinvolvinghighly qualified experts, it often leads to poorly defined roles and a lack of 

https://www.verywellmind.com/leadership-styles-2795312
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motivation.Thisleadershipstyletended toresultingroupsthatlackeddirectionandmemberswho blamed each 

other for mistakes, refused to accept personal responsibility, made less progress, and produced less work. 

Motivation: 

Definition:Motivationisthewordderivedfromtheword’motive’ whichmeansneeds,desires,wantsor 

driveswithintheindividuals.Itistheprocessofstimulatingpeopletoactionstoaccomplishthegoals.In other 

words motivation is the processes that account for an individual’s intensity, direction, and persistence of 

effort toward attaining a goal. The main features of motivation are a goal-oriented continuous process 

and a psychological phenomenon that converts abilities into performance. 

Characteristics: 

1. Motivationisneedbased–Ifthereisnoneedforanindividual,theprocessofmotivationfails. 

2. Motivation is a continuous process – Most of the human needs are of recurring nature, some of the 

needsofindividualsshallalwaysbefoundtobeunfulfilled.Thusmotivationalprocesscanbeenforced on a 

continuous basis. 

3. Motivation is a planned process-to produce a desired result by stimulating and influencing human 

behavior for the best realization of the common objective. Two individuals could not be motivated in 

exactlysimilarmanneraspeopledifferinthis caseofapproachtorespondtotheprocessofmotivation. 

4. Motivationmaybepositiveornegative-Apositivemotivationpromisesincentivestopeople(pay, 

rewards, bonus, etc), a negative motivation threatensthe enforcement of disincentives (penalties, 

disciplinary action, threat of demotion, fear of loss of job, etc). 

5. Motivation aims for best attainment of common objectives through best utilization of resources - 

Motivatedemployeesmakethebestutilizationofallresources–materials,machines,technologyand 

otherworkfacilitiesandputintheirbestefforttowards the attainment of common objectives of the 

enterprise. 

6. Motivationisaninternalfeeling-Itisapsychologicalphenomenon,whichgenerateswithinan 

individual. 

ImportanceofMotivation: 

1. Effective Use of Resources: Motivation activates human resources and compels employees to 

behaveinaparticularmanner.Inbusiness,allphysicalresourcesneedtobeusedthroughhumanforce. Highly 

motivated employees greatly help in making optimum use of available resources.  

2. HigherEfficiencyofEmployees: 

Motivationisdirectlyrelatedtothelevelofefficiency.Motivatedemployeesputintheirmaximumeffort for 

achieving organizational goals. Motivation improves the work performance by bridging the gap 

betweentheabilityandwillingnesstowork.Betterperformanceresultsinhigherproductivityand 
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consequentlylowercostofproduction. 

3. HealthyIndustrialRelation: 

Motivation is considered as the backbone of good industrial relation. Motivation creates friendly and 

supportiverelationshipsbetweentheemployerandtheemployees.Whentheindustrialrelationbecomes 

better,industrialdisputesarereduced.Therewillbeanatmosphereofconfidencebetweentheemployer and the 

employees. 

4. BetterOrganizationalImage: 

Motivation helps in improving an image of the organization. Employees produce more when they are 

properly motivated. Highly motivated employees try to maintain a self- disciplined and productive 

internal environment in the organization. This creates a better impression to the outsiders dealing with 

the organization. 

5. HighMoraleandSatisfaction: 

Motivationishelpfulinincreasingthemoraleofemployees.Highdegreeofmotivationmayleadtohigh morale. 

Highly motivated employees will get higher satisfaction which may lead to higher efficiency. 

Motivation improves the quantity as well as the quality of production.  

6. ReducedLaborTurnoverandAbsenteeism: 

Motivation leads to job satisfaction of workers. Employees are punctual and regular in their work 

schedule,providedtheygetjobsatisfaction.Highlymotivatedemployeesareloyalandcommittedtothe 

organization. Theyaresincere and prefer tostay onthe job for longer period of time. As a result, labor 

absenteeism and turnover are low. 

7. AccomplishmentofOrganizationalGoals: 

Motivationhelpsinshapingtheworkingbehavioroftheemployees.Itchannelizesenergyofemployees 

forachievingorganizational-goals.Highlymotivatedemployeesaremorecommittedandcooperativefor 

seeking organizational objectives. Motivation ensures achievement of organizational goals by meeting 

individual needs through a satisfactory system of rewards. 

8. IntroducingChangesintheOrganization: 

Motivationhelpsthemanagementinintroducingchangesintheorganization.Normally,employeesresist 

changes for fear of an adverse effect on their employment. When the employees are given various 

opportunitiesofdevelopment,theycaneasilyadapt to new situations. Motivated employees support all 

changes that are in the interest of the organization. 

Factorsaffectingmotivation: 

1. RewardandRecognition: 

There are many ways to reward employees. The aim of rewarding and recognizing employees is to 

encourage and motivate them to exceed within their roles and promote positive behaviors. 
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2. Development 

Developmentisveryimportantformotivatingemployees;studieshaveshownthatmostoftheemployees prefer 

career developmentopportunitiesandtraining..Developmentmakesanemployeeself-dependent 

andallowsthemtocontributemoreeffectivelyintheworkplace,italsohelpsemployeestoenhancetheir input to 

thebusiness. 

3. Relationshipwithcolleagues 

As employees spend one-third of their day at work, relationships and interactions they have with their 

colleagues can significantly impact their mood and outlook. Negative experiences or attitudes will 

eventuallyleadtoisolationandloneliness,makingit moredifficulttofindsatisfactionfromwork,which in turn 

will decrease motivation. 

4. Company’sCulture 

A company’s culture consists of 6 main elements: work environment, company mission, value, ethics, 

expectations and goals. Inpractice, the culture is just a set of rules or accepted behaviors that help 

employeesmakedecisionseveryday.Whileeverycompanywouldhavetheirownuniquesetoffeatures, values 

and beliefs, culture is always about making sure that the employees have a productive and 

enjoyableworkingenvironment.Ifthecompany’scultureisunstable,inthatsituationtheemployeescan 

notworkforalongtimeandthatleadstolowjobsatisfaction,negativeattitudewhichaffectsmotivation. 

5. Processeswithinthecompany 

The workload, division of responsibilities, access to resources and accountability all depends on the 

structureand efficiencyof theprocessesonwhichthebusinessruns.Efficientprocessesstimulateworkers, 

allowingthemtoworkeffectivelyand efficiently. At each stage of the process an individual should be 

aware of what’s expected from them and what resources are available. Making sure that an employee 

feelsresponsiblefortheoutcomes oftheir workiscrucialinbuildingworkengagement and stimulating higher 

performance. 

Maslow theory of motivation: Abraham Maslow’s motivation theory is based on the human needs. 

Theseneedsareclassifiedintoasequentialhierarchyfromthelowertohigherorderasfiveneedclusters as given 

below: 

1. Physiological Needs: These needs are of the lowest-order and most basic needs of human beings. 

Theseinvolvesatisfyingfundamentalbiologicaldrives,suchastheneedforfood,air,water,cloth,and shelter 

generally expressed in the names of roti, kapada aur makan. These needs exert tremendous influence 

on human behavior. Entrepreneur also being a human being has to meet his physiological needs for 

survival. Hence, he / she is motivated to work in the enterprise to have economic rewards to meet his / 

her basic needs. 

2. SafetyandSecurityNeeds: 
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The second level of need in Maslow’s hierarchy is emerged once physiological needs are met. Safety 

needs involve the need for a secure environment, free fromthreats of physical and psychological harm. 

Theseneedsfindexpressioninsuchdesiresas economic securityandprotectionfromphysical dangers. 

Meetingtheseneedsrequires moremoneyand,hence,theentrepreneurispromptedtoworkmoreinhis/ her 

entrepreneurial pursuit.Like physicalneeds, these become inactive oncethey are also satisfied. 

3. SocialNeeds: 

Man is social animal. These needs, therefore, refer to belongingness or affiliation. All individuals want 

toberecognizedandaccepted by others. Likewise, an entrepreneur is motivated to interact with fellow 

entrepreneurs, his employees, and others. 

4. Esteem needs: These needs refer to self-esteem and self-respect. These include such needs that 

indicate self-confidence, achievement, competence, knowledge, and independence. In case of 

entrepreneurs,theownershipandself-controloverenterprisesatisfiestheiresteemneedsbyproviding them 

status, respect, reputation, and independence. 

5. SelfActualizationNeeds: 

At the top of the hierarchyis the need for self actualization or the need to fulfill what a person considers 

to be the mission in hislife. After all his other needs are fulfilled, a man has the desire for personal 

achievement. He wants to do something which is challengingandsincethischallenge gives himenough 

pushand initiativetowork, itisbeneficialtohimand the society.Thesense of achievement gives him a sense 

of psychological satisfaction. 

MethodsofimprovingMotivation:Thefollowingarethethemethodsfor improvingmotivation: 

1. Createafriendlyworkingenvironment 

Theemployeesspendalargeamountoftimeoftheirlivesworkingintheoffice.Sotrytomaketheoffice look as 

friendly and appealing as possible. When the entrepreneur create a pleasant working atmosphere the 

employees will be more satisfy to go to work every day. 

2. Acknowledgeemployees’achievement 

Everyonewantstoberecognizedandacknowledgedforsomethingtheyhavedone.Theacknowledgement of a 

job well done coming from upper management that increases the morale of the employees. The 

entrepreneurs always remember to give credit to their employees when credit is due. 

3. Rewardingemployees 

It is the responsibility of the entrepreneur to give simple incentives as rewards to the employees through 

whichtheywillbe motivated. It doesnot have tobemonetaryrewardsallthetime, theentrepreneurmay 

rewardtheemployeebyprovidingT-shirtsorsomesweets.Rewardingemployeescouldalsobeapartof the 

company benefits. 
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4. Positivecommunicationisthekey 

Positive communication is the best method for improving the motivation of the employees in an 

organization.Theentrepreneursspendashortperiodoftimeeachdaytohaveawordwiththeemployees; 

discussing different ideas in a very friendly manner. This will not only make theemployees happy but 

also the entrepreneur will get all types of support from the employees. 

5. Createacareerpath 

When employees will be provided through incentives ,they will become motivated. This will lead to 

increased commitment towards their employer. The members of the team will be more valuable to the 

organization,andtothemselves,whentheyhaveopportunitiestolearnnewskills.SoItistheresponsibility 

oftheentrepreneurstoprovidetheiremployeeswiththe training so that they can increase their potential, 

skillandalsoacquirenewknowledgeonlatesttechnologyasaresulttheycandevelop theircareer which the 

entrepreneurs can improvetheir motivation for the employees. 

1. Welcomeallideas 

Everyoneemployeeisuniqueandtheymighthavesomegoodideasandsuggestions.Soitisthedutyof the 

entrepreneurs to allow the employees to participate in the decision making process and they should 

listentheirsuggestionsandevaluatedthem. Inthisregardtheentrepreneurscanimprovethemotivation. 

2. Encouragecreativity 

Creativity does not have to be based on the work that the employees are doing. It could be simple task 

like giving ideas on different activities related to business or team building exercises. 

Importanceof communicationinbusiness: Communicationisoneof themostimportant functionsof 

management. It may cement an organization or disrupt. It promotes managerial efficiency and induces 

thehuman elementsinanorganizationto developaspirit ofcooperation. It has become one ofthemost vital 

factors in the efficient performance of management. The importance of communication are given 

below: 

1. Efficient and Smooth Running of an Enterprise: The smooth and efficient functioning of an 

enterprise entirely depends uponthe effectiveness of the system of communication. It provides the 

necessarybasisofdirectionandleadership.Itactuatespeopletoactioninaccordancewiththedesiresof 

themanagement.Without proper communication,performance andachievementsof the goals may not be 

possible. It is essential to secure cooperation between any two persons. 

2. BasisofDecisionMaking: 

Communication is the basis of decision making. It helps the management to take essential decision and 

conductvitaloperations.Thequalityofdecisionsmadeinanorganizationentirelydependsontheamount 

andqualityofinformationavailabletothemanagement.Thequalityofinformationdependsupon 

https://inside.6q.io/quick-ways-make-employees-happy-work-today/


Entrepreneurship&Management&Smart Technology 

104 

 

effective communication, and the quality of communication exercises considerable influence on the 

quality of decision making. 

3. ProperPlanningandCoordination: 

Communication is very helpful in planning and coordinating the activities of business. If the system of 

communication is good, usefulsuggestionswillcomefromthesubordinatestothe superiors.Thiswould 

behelpfulintheformationofplans.Participation of employees is now regarded essential for getting the task 

done, and this, can effectively be secured only through the media ofcommunication. 

4. ForHigherProductivityatMinimumCost: 

Effective communication between employers and employees plays a vital role in obtaining maximum 

productionwiththeminimumofcost.Effectivecommunicationwillmaketheemployeefeelmoresecure and 

more interested in his work. It will increase the understanding of the employees and secure their willing 

acceptance of the business plans. It will increase the productivity on the part of workers. 

5. MoraleBuilding: 

Communicationinindustryisthebasisformoralebuilding.Underaneffectivesystemofcommunication, 

itisquiteconvenientfortheemployeestobringtheirgrievancestothenoticeofthemanagementandgeta proper 

adjustment. It creates mutual trust and faith, and that ultimately ensures job satisfaction amongst the 

employees, creates confidence in the ability of managers and promotes their loyalty towards the 

enterprise. 

2.DemocraticManagement: 

Effective communication is the basis for democratic management. It ensures co-operation through 

understanding. The management has been forced to recognize the maintenance of sound system in 

democracy which necessitates understanding and support of workers. Adequacy and clarity of 

communication facilitates effective leadership and maintenance of man to manrelationship. 

1. BindsPeopleTogether: 

Effectivecommunicationinducesthehumanelementsinanorganizationtodevelopaspiritofcooperation 

andproducesthewill todoworkbeforeactuallydoingit.In thisway,effective communicationbindsthe people 

of an organization together. 

2. Createmutualtrustandconfidence: 

Effectivecommunicationcreatesmutualtrustandconfidencebetweenthemanagementandthelabour.It gives 

job satisfaction to the workers. It is essential for healthy industrial relations. Sharing ideas and 

experiences with workers eliminates their fears and misunderstanding and helps in winning over their 

trust and confidence. 

Whatiscommunication?Communicationisthetheactofsharingor transferringinformationbetween 

twoormoreindividualsoragroupofpeople.Technically,eachcommunicationprocessrequiresasender, 
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arecipient,amessageandamedium. 

Barriersofcommunication:Thefollowingarethebarriersofcommunication:- 

1. PhysicalBarriers 

A communication is a two-way process, distance between the sender and the receiver of the message is 

an important barrier tocommunication. Noise and environmental factors also block communication. 

2. PersonalBarriers: 

Personalfactors like difference injudgment, inferiority complex,attitude, pressure of time, inability to 

communicate, etc. widen the psychological distance between the communicator and the communicate. 

Credibility gap i.e., inconsistency between what one says and what one does, also, acts as a barrier to 

communication. 

3. StatusBarriers(Superior-SubordinateRelationship): 

Statusorpositioninthehierarchyofanorganizationisoneofthefundamentalbarriersthatobstructsfree 

flowofinformation.Asuperiormaygiveonlyselectedinformationtohissubordinatessoastomaintain status 

differences. Subordinates, usually, tend to convey only those things which the superiors would 

appreciate. 

4. OrganizationalstructureBarriers: 

Effectivecommunicationlargelydependsuponsoundorganizationalstructure.Ifthestructureiscomplex 

involving several layers of management, the breakdown or distortion in communication wall arise. 

Moreover, information travelling through formal structure introduces rigidity and causes-delay because 

of long lines of communication. Similarly, lack of instructions for further conveying information to the 

subordinates and heavy pressure of work at certain levels of authority also act as barriers to effective 

communication. 

5. BarriersDuetoInadequateAttention: 

Listening is the most neglected skill of communication. Inadequate attention to the message makes 

communication less effective and the message is likely to be misunderstood. Inattention may arise 

becauseofoverbusinessofthe communicateorbecauseofthemessagebeingcontrarytohisexpectations and 

beliefs. Whatever be the reason, communication remains only a one-wayprocess and there is no 

understanding of the message, if the receiver pays little attention to the message. 

6. ResistancetoChange: 

It is a general tendency of human beings to stick to old and customarypatterns of life. They may resist 

change tomaintainstatus quo. Thus, when new ideas are being communicated to introduce a change, it 

is likely to be overlooked or even opposed. This resistance to change creates an important obstacle to 

effective communication. 

7. BarriersDuetoLackofMutualTrust: 
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Communicationmeanssharingofideasincommon.“Whenwecommunicate,wearetryingtoestablish a 

commonness.” Thus, one will freely transfer information and understanding with another only when 

there is mutual trust between the two. When there is a lack of mutual trust between the communicator 

and the communicate, the message is not followed. Credibility gaps, i.e., inconsistency in saying and 

doing, also causes lackof mutual trustwhich acts as a basic obstacle to effective communication. 

8. EmotionalAttitude: 

Barriersmayalsoariseduetoemotionalattitudebecausewhenemotionsarestrong,itisdifficulttoknow 

theframeofmindofotherpersonorgroup.Emotionalattitudesofboth,thecommunicatoraswellasthe 

communicate, obstruct free flow of transmission and understanding of messages. 

 
 

 

 

 

UNIT7 

WORKCULTURE,TQM 

AND SAFETY 

 

Humanrelationshipandperformanceinorganization: 

Four Factors Influencing Human Relations in an Organizations are: (I) work environment (II) work- 

group(III)individual(Iv) leader.Organizationshouldbeviewedasasocialsystem. Humanrelationsin the 

organization are determined by work environment, workgroup, individuals & leaderi. 

1. Work Environment: Human relations promoted the creation of a positive work environment where 

organizationalgoalsareachievedthroughsatisfactionofemployees.Ingeneral,whenemployeeneedsare 

satisfied, the work environment is termed positive and when employee needs are not satisfied, the work 

environmentistermednegative.Positiveworkenvironmentsarecharacterizingbysuchfactorslike:goals are 

clearly stated, incentives are properly used to improve performance, feedback is available on 

performance, decisions are timely and participative. 

2. WorkGroup:Theworkgroupisthecentreoffocusofhumanrelationsstudies.Ithasanimportantrole in 

determining the attitudes and performance of individual workers. Studies showed that the informal 

groups applytremendousinfluenceover thebehavior patterns of workers.Theinformal groups cancelled 

official orders quite frequentlyand played a decisive role in determiningproductionstandards.Workisa 

socialexperienceandmostworkersfindsatisfactioninmembershipinsocialgroups.Unlessmanagers 
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recognizethehumanrelationsatworkproductivitywillnotimprove. 

3. Individual:Thehumanbeingisanimportantsegmentoftheorganization.Behaviorofanindividualis 

affectedbyhisfeelings sentiments and attitudes. Motivation of employees shouldgive due consideration to 

their economic, social and psychological needs. Thus, motivation is a complex process. 

4. Leader:Thehumanrelationships gave greatimportancetoleadership.Theleadermustensurefull and 

effective utilization of all organizational resources to achieve organizational goals. He must be able to 

adjusttovariouspersonalitiesandsituations.Hemustbehaveinawaythatgeneratesrespect.Asupervisor can 

contribute significantly in increasing productivity by providing a free, happy and pleasant work 

environment where bossism is totally absent and where members are allowed to participate in decision- 

making processes. Authoritative tendencies must give way to democratic values. 

 

 

 

RelationswithPeers,SuperiorsandSubordinates: 

Itisalwaysanexperiencetointeractwiththepeer,superiorandsubordinategroups.Allthethreegroups 

ofpeoplegiveadifferentfeelandlearning,whenweinteract withthem.Allthethreegroupsareimportant 

andverymuchexistentinallareasoflife.Whetheritisfamily,office,friends,mentors,teachers,bosses, 

acquaintances, etc, all of them are typically divided into three- categories. 

Peers: 

The first category will always be peers because we respond them very easily and very firstly. They are 

typically the same level asus either in intelligent quotient or status or family structure or in any other 

way at par with us. We normally tend to be comfortable with them in terms of talking and interacting. 

One more reason of a person being comfortable with peers is they have similar problems and they 

empathize very well with each other. For example colleagues in office, friends, cousins etc. 

Superiors: 

Thesecondcategoryis superiors.Theteachers,mentors,bosses,family,etcgenerallyfall inthis category. 

Theyaretheones who are higher than us as far as the knowledge or experience or intellect quotient or 

relationship goes. They expect a certain kind of respectful treatment from us, while we deal with them. 

Wenormallytendtotaketimetointeractwiththemdirectly;moreso,particularlybecausetheyalsohave 

anexpectationbarriertobreakfirstwithus.Theyaretheonesfromwhomyoulearneffortlesslybecause we know 

that they know more than us. For example uncles, aunts, bosses, mentors, aged consultants, senior- 

positions-in-anyway,etc. 

Subordinates: 

Thethirdcategoryopensupthescopeofbeingamentortoothers,aswell astakingworkfromthem or 
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helpingthemtocopeup. Theyarelessereitherbyage, experience, knowledge orrelationshipandthat’s 

whywefeelgooddealingwiththemandsometimesevenshowthemoffourseniority.Theyaretheones who need 

our help for their growth but still our responses to them are important; 

TQMDefinitions:TotalQualitymanagementisdefinedasacontinuouseffortbythemanagement aswell 

as employeesofaparticularorganizationtoensurelongtermcustomerloyaltyandcustomer satisfaction. 

Remember, one happy and satisfied customer brings ten new customers along with him whereas one 

disappointed individual will spread bad word of mouth and spoil several of the existing as well as 

potential customers. 

TQMConcepts: 

1. Continuousimprovementofquality 

Foremost among TQM concepts is the idea of continuous improvement of quality. The underlying aim 

of total quality management is to improve the quality of products and services in any organization. By 

sodoing,productivity,employabilityandcustomer serviceareimproved.Whenanorganizationfocuses on 

this concept of total quality management, they are able to achieve the best. 

1. Focusonthecustomer 

Another TQM concept is a central focus on the customer. The customers are the internal and external 

recipientsofan 

organization’s products. Therefore, the needs of customers and their desires define quality for the 

organization. 

2. Operationsimprovement 

Furthermore, systematic improvement of operations is another concept of total quality management. 

Every work done in an organizationfollowsachain orprocess.Theseprocesses account for80-85%of 

thequalityofworkandproductivityof employees. This concept establishes that workprocesses should be 

studied, through individuals or teams, to identify lapses or complexities. 

3. Humanresources. 

The concept of human resources development is one of the concepts of total quality management. 

Organizationsthatemploytotalqualitymanagementprinciplesarecommittedtoemployeelearningand 

development. These principles require that management trust that well-trained staff can do the jobs 

assigned to them properly. 

4. TQMleadership 

Similarly, another concept of TQM is about management responsibilityfor TQM leadership. Managers 

areresponsibletoleadthetransformation of an organizationtoimbibe the cultureof quality.Theymust 

accept the responsibility for continuous quality improvements and be dedicated to empowering others. 
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Qualitypolicy: 

A quality policy drives the function of the entire QMS. A brief statement that aligns the purpose and 

strategic direction of the company, the policy lays the framework for all future quality objectives. In 

addition, it states the commitment to meeting requirementsofcustomers.TheDirectors, 

ManagementandStaffareresponsibleforQualityControlthroughtheQualityManagement 

Systemseekingimprovementbyconstantreview,withsuppliersandsub-contractorsbeingencouragedto co- 

operate. 

Importantofqualitypolicy: 

a) It is important because it expresses management commitment to ensure customer satisfaction through 

product quality. 

b) Itisimportantbecauseitexpressesmanagementcommitmenttoensurecustomer satisfactionthrough 

product quality and is a basis for quality communication inside the company. 

QualityManagement: 

Qualitymanagement:Qualitymanagementisfocusednotonlyonproductandservicequality,butalso 

onthemeanstoachieve it.Qualitymanagement,therefore,usesqualityassuranceandcontrolofprocesses as 

wellas productsto achieve more consistent quality. Quality management is the act of overseeing all 

activitiesandtasksthatmustbeaccomplishedtomaintainadesiredlevelofexcellence.Thisincludesthe 

determinationofaqualitypolicy,creatingandimplementingqualityplanningandassurance,andquality  

control and quality improvement. It is also referred to as total quality management (TQM). . It has four 

main components: quality planning,quality assurance,quality control and quality improvement. 

PrinciplesofQualityManagement: 

1. CustomerFocus 

The primary focus of quality management is to meet customer requirements and to strive to exceed 

customer expectations. Success is achieved when an organization attracts and retains the confidence of 

customers. Every aspect of customer interaction provides an opportunity to create more value for the 

customer. Understanding the current and future needs of customers contributes to the sustained success 

of an organization 

2. Leadership 

Leaders at all levels establish unity of purpose and direction and create conditions in which people are 

engaged in achieving thequality objectives of the organization. Creation of unityof purpose, direction, 

andengagementenableanorganizationtoalignitsstrategies,policies,processes,andresources toachieve its 

objectives. 

3. EngagementofPeople 

https://en.wikipedia.org/wiki/Service_quality
https://www.investopedia.com/terms/t/total-quality-management-tqm.asp
https://en.wikipedia.org/w/index.php?title=Quality_planning&action=edit&redlink=1
https://en.wikipedia.org/w/index.php?title=Quality_planning&action=edit&redlink=1
https://en.wikipedia.org/wiki/Quality_control
https://en.wikipedia.org/wiki/Quality_improvement
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It is essential for the organization that all people are competent, empowered and engaged in delivering 

value.Competent,empoweredandengagedpeoplethroughouttheorganizationenhanceitscapabilityto create 

value. To manage an organizationeffectively and efficiently, it is important to involve all people at all 

levels and to respect them as individuals. Recognition, empowerment, and enhancement of skills and 

knowledge facilitate the engagement of people in achieving the objectives of theorganization. 

4. ProcessApproach: 

The quality management system is composed of interrelated processes. Understanding how results are 

produced by this system, including all its processes, resources, controls and interactions, allows the 

organization to optimize its performance. 

5. Improvement: 

Improvementisessentialforanorganizationtomaintaincurrentlevelsofperformance,toreactto changes in its 

internal and external conditions and to create new opportunities. 

6. RelationshipManagement 

For sustained success, organizations manage their relationships with interested parties, such as 

suppliers and partners.Benefits: 

• greaterefficiencyandlesswaste 

• betterandconsistentcontrolofmajorbusinessprocesses 

• abetterunderstandingofcustomerneeds 

 
• regulationofsuccessfulworkingpractices 

• improvedriskmanagement 

 

• increasedcustomersatisfaction 

 

• improvedparticipationofemployees 

• betterinternalcommunication 

• greaterconsistencyinthequalityofproductsandservices 

 

• increasedprofits 

• managinggrowthmoreeffectively 

QualitySystem: 

A quality management system (QMS) is defined as a formalized system that documents processes, 

procedures, and responsibilities for achieving quality policies and objectives. A QMS helps coordinate 

and direct an organization’s activities to meet customer and regulatory requirements and improve its 

effectiveness and efficiency on a continuous basis 
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Accidentandsafety: 

Causes: There are a number of factors that can lead to industrial accidents, including everything from 

improper lifting techniques to mishandling hazardous materials. Below are some common causes of 

accidents in the workplace. 

EnvironmentalCausesofAccidents 

• Accidents which occur from environmental causes refer to those workplace accidents that 

happenbecauseoftheworkingenvironment.Theenvironmentalfactorscanbebothnaturaland man- 

made such as workplace design. Common environmental causes of accidents include: 

• Poor- 

lighting 

 

– 

Lowvisibilityisacommoncauseofslips,trips,andfalls. 

• Ambient- 

temperature 

 

– 

Ifaworkplaceistoohot,overheatingcanoccur.Iftheworkplaceistoocold,frostbiteor hypothermia can 

occur. 

• Air- 

pollution 

 

– 

Breathingissuescandevelopifaworkplacehaspoorventilationand/orairpollution. 

• Sound- 

pollution 

 

– 

Thesoundinaworkplacecancauseinjurytoaworker’s hearing. 

MechanicalCausesofIndustrialAccidents 

• Mechanical causes of industrial accidents are factors that refer to machine or equipment failure 

orbreakdown.Generally,with propermaintenanceandsafetyprocessesinplace,thesetypesof 

accidents are preventable. Commonmechanical causes of accidents include: 
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• Broken-or-damaged-machine – Parts canbe easilybroken or damagedif made of poor-quality 

metal. 

• Power-failure– 

Totalorpartialpowerfailurecanleadtoseriousinjury. 

• Fire-or-explosion– 

Coolingfailureorasmallsparkcanleadtoamechanicalfireorexplosion. 

• Fair-wear-and-tear– 

The older machine, the more wear and tear on the parts which can lead to a higher risk of 

mechanical accident. 

HumanFactorsThatCauseAccidents 

• Accidentscausedbyhumanfactorsreferstoincidentsinwhichtheaccidentisdirectlyattributed to the 

worker involved in the accident. Common human factors that cause industrial accidents 

include: 

• Poor- 

housekeeping 

 

– 

Anunkemptworkspacecanleadtoslips,trips,andfalls. 

• Fatigue 

Whenabodyistired,injuryismorelikelytooccur. 

• Overexertion 

 

 

– 

Overexertioninjuriesarethemostcommontypeofworkplaceinjury. 

• Stress 

 

– 

Workerswhoarestressedareoftenmoredistractedandofgreaterriskofinjury. 

• Dehydration 

 

 

– 

Itisimportanttoconsumeenoughwatertoensureyoubodyfunctionsproperly. 

• Improper- 
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Lifting 

 

 

– 

Lower back strains and shoulder injuries are common among workers who use improper lifting 

techniques. 

Preventive-measures: 

Someofthestepsforpreventingindustrialaccidentsareasfollows:1.Propersafetymeasures2.Proper  selection 

3. Safety conscious 4. Enforcement of discipline 5. Incentives 6. Safetycommittees 7. Proper 

maintenance of machines, equipment and infrastructural facilities 8. Safety training. 

1. Propersafetymeasures: 

The proper safety measures should be adopted to avoid accidents Government also provides guidelines 

for enacting measures for checking accidents, these should be properly followed. 

2. Properselection: 

Anywrongselection of workerswillcreate problemslater on.Sometime employeesareaccident prone, 

theymaynotbeproperlysuitableforthe particularjobs. Sothe selectionofemployees shouldbeonthe basis of 

properly devised tests so that their suitability for jobs is determined. 

3. Safetyconscious: 

The employees should be made conscious of various safety measures to be followed. There should be 

proper working slogans and advises to the worker for making them conscious. 

4. Enforcementofdiscipline: 

Disciplinary action should be taken against those who flout safety measures. There may be negative 

punishments like warnings,lay off, terminations of workers. 

5. Incentives: 

Workers should be given various incentives for maintaining safety. There may also be safety contrasts 

among workers. Those who follow safety instructions properly should be given monetary and 

nonmonetary incentives. 

6. Safetycommittees: 

Safetymeasuresareintheinterestofbothemployersandworkers.Thereshouldbecommitteesconsisting of 

representatives of workers and employees for devising and enforcing safety programs. 

7. Propermaintenanceofmachines,equipmentandinfrastructuralfacilities: 

Accidentsmayoccuronaccountofthefaultinmachinesorequipment.Thereshouldbepropermaintenance of 

machines. These should be regularly checked and frequently inspected the machines. 

8. Safetytraining: 
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The workers should be given training regarding safety measures. They should know the hazards of the 

machines, the areas of accident proneness and the good working possible precautions in case of some 

accident. 

Generalsafetyrules: 

• Besureyouknowhowtoperformthejobandperformitsafely. 

 

• Reportallnearmisses,incidents,injuriesandillnessesimmediately. 

 
• Weartherequiredpersonalprotectiveequipmentnecessaryforthejob.Safetyglassesare required as 

minimum eye protection on all jobsites. 

 

• Neverconductwork,unlesstrained. 

 

• Obeyallwarningsignsandbarricades. 

 

• Inspect allequipment, scaffolds,ladders,lifts, etc. before using.If foundtobe defective remove 

from service. 

 

• Reportanyunsafetools,equipmentorhazardousconditionstoyoursupervisor. 

 

• Seethatgoodhousekeepingismaintainedinyourworkarea. 

 

• Exerciseproperliftingtechniques.. 

 
• Do not perform work under unsafe conditions.Any employee has the right to stop work if they 

feel it is unsafe. 

 

• Onlyauthorizedpersonnelshallrepaircompanyfurnishedtoolsorequipment. 

 

• Firearmsonthejobare prohibited. 

 

• Alwayskeepapositiveattitude.Thiswillmakethedaygobetterandmakeyouasaferworker. 

 

• Do not use ladders as scaffolds and never climb so high that it is impossible to hold the top step 

for support. 

 

• PersonalProtectionEquipment(PPE): 

• InformationonspecificcomponentsofPPE.Includinggloves,gowns,shoecovers,headcovers, 

masks, respirators, eye protection, face shields, and goggles. 

 

• Gloves: Gloves help protect workers when directly handling potentially infectious materials or 

contaminated surfaces. 

 

• Gowns:Gownshelpprotectworkersfromthecontaminationofclothingwithpotentiallyinfectious 

material. 

https://www.health.state.mn.us/facilities/patientsafety/infectioncontrol/ppe/comp/gloves.html
https://www.health.state.mn.us/facilities/patientsafety/infectioncontrol/ppe/comp/gowns.html
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• ShoeandHeadCovers:Shoeandheadcoversprovideabarrieragainstpossibleexposure 

withinacontaminated environment. 

 

• Masks : Surgical masks help protect nose and mouth of workers from poisonous 

smellbeforeinhale it. 

UNIT 8 

LEGISLATION 

 
IntellectualProperty Rights(IPR): Intellectual property rights are the rights given to persons over the 

creations of their minds. They usually give the creator an exclusive right over the use of his/her creation 

for a certain period of time. Intellectual property (IP) refers to creations of the mind, such as inventions; 

literary and artistic works;designs; and symbols, names and images used in commerce. Or in other words 

Intellectual property is the product of the human intellect including creativity concepts, inventions, 

industrialmodels,trademarks,songs,literature,symbols,names,brands,.etc..Theyalsoentitlehim/her 

to prevent others from using, dealing or tampering with his/her product without prior permission from 

him/her. He/she can in fact legally sue them and force them to stop and compensate for any damages. 

What is Patents? Patent is an exclusive right granted by law to an inventor or assignee to prevent others 

fromcommerciallybenefitingfromhis/herpatentedinventionwithoutpermissionorinotherwords wecan 

saythatanyonewhoinventsordiscovers“anynewandusefulprocess,machine,articleofmanufacture,or 

composition of matter, or any new and useful improvement thereof” can apply for society use. Example 

computer, telephone and Bluetooth. 

What is a Trademark? A trademark is a unique symbol or word(s) used to represent a business or its 

products 

Atrademarkisasignthatindividualizesthegoodsorservicesofagivenenterpriseanddistinguishesthem 

fromthoseofcompetitors.ExamplesareMarutiSuzukisymbol,audifactorysymbol,adidas,cocacolaetc. 

Whatiscopyright? Copyright referstothelegalright oftheowner ofintellectualproperty. Acopyright 

isaformaldeclarationthattheowneristheonlyonewiththerighttopublish,reproduce,orsellaparticular artistic 

work. In simpler terms, copyright is the right to copy. This means that the original creators of products 

andthey give authorization to others to reproduce the work. Copyright is a legal means of protecting an 

author's work. It is a type of intellectual property that provides exclusive publication, 

distribution,andusagerightsfortheauthor.Manydifferenttypesofcontentcanbeprotectedbycopyright. 

Examples include books, poems, plays, songs, films, and artwork. 

https://www.health.state.mn.us/facilities/patientsafety/infectioncontrol/ppe/comp/shoe.html
https://www.health.state.mn.us/facilities/patientsafety/infectioncontrol/ppe/comp/masks.html
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Feature of factories Act, 1948: The Factories Act, 1948 consolidating and amending the law relating to 

labour in factories, was passed by the Constituent Assembly on August 28, 1948. The Act received the 

assent of Governor General of India on 23 September 1948 and came into force on April 1, 1949. 

ObjectiveofFactoriesAct,1948 

ThemainobjectivesoftheIndianFactoriesAct,1948aretoregulatetheworkingconditionsinfactories, to 

regulate health, safety welfare, and annual leave and enact special provision in respect of young persons, 

women and children who work in the factories. 

1. WorkingHours: 

Accordingtotheprovisionofworkinghoursofadults,noadultworkershallberequiredorallowedto work in a 

factory for more than 48 hours in a week. There should be a weekly holiday. 

2. Health: 

For protecting the health of workers, the Act lays down that every factory shall be kept clean and all 

necessaryprecautionsshallbetakeninthisregard.Thefactoriesshouldhaveproperdrainagesystem, adequate 

lighting, ventilation, temperature etc. Adequate arrangements for drinking water should be made. 

Sufficient latrine and urinals should be provided at convenient places. These should be easily accessible 

to workers and must be kept cleaned. 

3. Safety: 

Inordertoprovidesafetytotheworkers,theActprovidesthatthemachineryshouldbefenced,noyoung person 

shall work at any dangerous machine, in confined spaces, there should be provision for manholes of 

adequate size so that in case of emergency the workers can escape. 

4. Welfare: 

Forthewelfareoftheworkers,theActprovidesthatineveryfactoryadequateandsuitablefacilitiesfor washing 

should be provided and maintained for the use of workers. Facilities for storing and drying clothing, 

facilitiesforsitting, first-aid appliances,shelters,rest rooms and lunch rooms should bethere. 

5. Penalties:- 

TheprovisionsofTheFactoriesAct,1948,oranyrulesmadeundertheAct,oranyordergiveninwriting under the 

Act is violated, it is treated as an offence. The following penalties can be imposed:- 

(a) Imprisonmentforatermwhichmayextendtooneyear; 

(b) Finewhichmayextendtoonelakhrupees;or 

(c) Bothfineandimprisonment. 

Ifaworkermisusesanappliancerelatedtowelfare,safetyandhealthofworkers,orinrelationto discharge of his 

duties, he can be imposed a penalty of Rs. 500/-. 
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Cleanliness{Section 11} 

Everyfactoryshouldbekeptcleanandfreefromeffluviaarisingfromanydrain,privyorother nuisance. 

Disposalofwastesandeffluents{Section12} 

Effectivearrangementsshouldbemadeineveryfactoryforthe treatmentandeffluentsduetothe 

manufacturing process carried on therein, so as to render them innocuous, and for their disposal. 

Ventilation and temperature {Section 13} 

Effective and suitable provisions should be made in every factory for securing and maintaining in every 

workroom; adequate ventilation by the circulation of fresh air; and such a temperatures will secure to 

workers therein reasonable conditions of comfort and prevent injury to health 

Dustandfume{Section14} 

Effectivemeasuresshouldbetakentopreventinhalationofdustandfumethatmayproduceinthecourse of 

manufacturing process. 

Artificialhumidification{Section15} 

In any factory where the humidity of air is artificially increased, the State Government may make rules 

prescribing standards of humidification; regulating the methods used for artificially increasing humidity 

of the air; and directing prescribed test for determining the humidity of the air to be correctly carried out 

andrecorded;andprescribingmethodstobeadoptedforsecuringadequateventilationandcoolingofthe air in 

the workrooms. 

Overcrowding{Section16} 

Noroominanyfactoryshouldlieovercrowdedtoanextent injurioustothehealthoftheworkers employed 

therein. 

Lighting{Section17} 

Ineverypartofafactorywhereworkersareworkingorpassing,thereshouldbeprovidedandmaintained sufficient 

and suitable lighting, natural or artificial, or both. 

Drinkingwater{Section18} 

Ineveryfactoryeffectivearrangementsshouldbemadetoprovideandmaintainatsuitablepoints conveniently' 

situated for all workers employed therein a sufficient supply of wholesome drinking wate Latrines and 

urinals {Section 19} 

In every factory sufficient latrine and urinal accommodation of prescribed types should be provided 

convenientlysituatedandaccessibletoworkers,separatelyformaleandfemaleworkers,atalltimeswhile they are 

at the factory. 

Spittoons{Section20} 
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• Ineveryfactorythereshouldbeprovidedasufficientnumberofspittoonsinconvenientplacesand they 

shall be maintained in a clean and hygienic condition. 

 

 

 

EmployeeSafety 

 

• Themachineryineveryfactoryshouldbeproperlyfenced.{Section21} 

 

• Onlythetrainedadult maleworker,wearingtight fittingclothingwhichshouldbesuppliedbythe 

Occupier, should be allowed to work near the machinery in motion. {Section 22} 

• Noyoungpersonshallbeemployedondangerousmachinery,unlessheisfullyinstructedasto the 

danger arising in connection with the machine and the precautions to be observed and he has 

received sufficient training in work at the machine. {Section 23} 

• Suitablearrangementsshouldbemadetoprovidestrikinggearanddevicesforcuttingoffpowerin case of 

emergencies. {Section 24} 

• Sufficientprecautionsshouldbetakenwithregardtoself-actingmachinestoavoidaccidents. {Section 

25} 

• Topreventdanger,allmachinerydrivenbypowershouldbeencasedandeffectively guarded. {Section 

26} 

• Womanworkerandchildrenshouldnotbeemployedinanypartofthefactoryforpressingcotton in which 

a cotton-opener is at work. {Section 27} 

• Hoists and Lifts in a factory should be periodically inspected by the Competent Person. {Section 

28} 

• LiftingMachines,Chains,RopesandLiftingTacklesinafactoryshouldbeperiodicallyinspected by the 

Competent Person. {Section 29} 

• Whereprocessofgrindingiscarriedon,anoticeindicatingthemaximumsafeworkingperipheral speed 

of every grind-stone or abrasive wheel etc., should be fixed to the revolving machinery.{Section 

30} 



Entrepreneurship&Management&Smart Technology 

119 

 

• Where any plant or machinery or any part thereof is operated at a pressure above atmospheric 

pressure,effectivemeasuresshouldbetakentoensurethatthesafeworkingpressureofsuchplant of 

machinery or part is not exceeded.{Section 31} 

• Floors,stairsandmeansofaccessshouldbesoundlyconstructedandproperlymaintained.{Section  32} 

 

• Pits,sumpsopeninginflooretc.,shouldbeeithersecurelycoveredorfenced.{Section33} 

 

• No workman shall be employed in any factory to lift, carry or move any load so heavy as to be 

likely to cause him injury. {Section 34} 

• Necessaryprotectiveequipmentshouldbeprovidedtoprotecttheeyesoftheworkman,wherethe 

working involves risk of injury to the eyes. {Section 35} 

• Suitableprecautionaryarrangementsshouldbetakenagainstdangerousfumes,gasesetc.{Section  36} 

 

• Every practicable measures should be taken to prevent any explosion where the manufacturing 

process produces dust, gas, fume or vapour etc. {Section 37} 

• Every practicable measures should be taken to prevent the outbreak of fire and its spread, both 

internally and externally. {Section 38} 

• TheInspectorofFactoriescanasktheOccupierortheManageroftheFactorytofurnishdrawings, 

specification etc., of any building, machinery or a plant, in case he feels that condition of such 

building, machinery or the plant may likely to cause danger to human life. {Section 39} 

• The Inspector of Factories can suggest suitable measures of steps to take by the Occupier or 

Manager for implementation, when he feels the condition of any building, machinery or a plant 

may likely to cause danger to human life. {Section 40} 

• Wherein 1000 or more workmen are employed in a factory, the Occupier should appoint a 

Safety Officer to look after the safety aspects of the factory. {Section 40-B} 

• Adequateandsuitable'washingfacilities'shouldbeprovidedineveryfactory.{Section42} 

 

• Provisionshouldbemadetoprovidesuitableplacesforkeepingclothingnotwornduringworking hours 

and for the drying of wet clothing.{Section 43} 
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• In every factory, suitable arrangements for sitting should be provided and maintained for all 

workersobligedtoworkinastandingposition,inorderthattheymaytakeadvantageof any opportunities 

for rest which may occur in the course of their work.{Section 44} 

• First-AidBoxeswiththeprescribedcontentsshouldbeprovidedandmaintainedsoastobereadily 

accessibleduringallworkinghoursattherateofatleastoneBoxforevery150workmen.{Section 45} 

 The Occupier should provide a canteen for the use of workers in every factory, where the 

number of workmen employed is more than 250.{Section 46} 

 In every factory wherein more than 150 workers are employed adequate and suitable shelters 

or rest rooms and a suitable lunch room, with provision for drinking water, where workers 

caneatmealsbroughtbythem,shouldbeprovidedandmaintainedfortheuseofthe workers. {Section 47} 

 Ineveryfactorywhereinmorethan 30womenworkersareordinarilyemployedthereshouldbe 

provided and maintained a suitable room for the use of children under the age of six years of 

such women. {Section 48} 

Ordinarily,aworker shouldnot beallowedtoworkinafactoryformorethan 48hoursinany week. 

{Section 51} 

The workman should have one holiday for a whole day in a week. Where he was asked to work 

onhisscheduledweeklyholiday,heshouldbegivencompensatoryholidaywithinthreedays of his 

scheduled weekly holiday. {Section 52} 

Features of payment of wages Act,1936:The Paymentof WagesAct,1936regulates payment of 

wages to employees (direct and indirect). The act is intended to be a remedy against unauthorized 

deductions made by employer and/or unjustified delay in payment of wages. 

The Payment Of Wages Act 1936 was come in to the force on 23rd April 1936. This Act was 

passed to regulate the payment of wages for certain classes of persons employed in industry. It 

ensures payment of wages in a particular form and at regular intervals without unauthorized 

deductions. 

Thesalientfeaturesofthepayment ofwagesact1936areasfollows: 

a) The Act wasformed with theintentionto regulate timelypayment of wages tospecific class of 

workers employed in industry without any wrongful deductions apart from what is mentioned in 

the Act. 
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b) TheActensuresthatthesalarybepaidby7thofeachmonthinfactories/establishmentshaving a 

workforce of less than 1000 workers and by 10th of each month in other cases. 

c) TheActensuresfixingofwageperiod,timeandmodeofpaymentof wages 

d) TheActdoesnotcoverthosewhosewageis Rs.24,000/-ormorepermonth. 

e) TheActprovidesaworkerwithitsdulyrightascoveredundertheAct. 

f) The Act empowers a worker to file a claim directly or through a Trade Union or through an 

Inspector, before with the Authority appointed under the Payment of Wages Act in case there isa 

delay in wages or in case of an unauthorized deduction. 

UNIT9 

SMARTTECHNOLOGY 

 
TheInternetofThings(IOT)referstoasystemofinterrelated,internet-connectedobjectsthatareableto collect 

and transfer data over a wireless network without human intervention. 

ConceptofIOT:TheInternetofthings(IOT)describesthenetworkofphysicalobjects— “things”— IOT 

devices are a part of the larger concept of home automation, which can include lighting, heating and air 

conditioning, media and security systems ... 

In other words we can say that The Internet of Things, or IOT, refers to the billions of physical devices 

around the world that are now connected to the internet, all collecting and sharing data. The Internet of 

Thingsismakingthefabricoftheworldaroundusmoresmarterandmoreresponsive,mergingthedigital and 

physical universes. 

HowIOTworks 

 

An IOT ecosystemconsistsof web-enabledsmart devices thatuseembedded systems, such as processors, 

sensors and communication hardware, to collect, send and act on data they acquire from their 

environments. IOT devices share the sensor data they collect by connecting to an IOT gateway or other 

edge device where data is either sent to the cloud to be analysed locally. Sometimes, these devices 

communicatewithotherrelateddevicesandactontheinformationthey getfromoneanother.Thedevices do most 

of the work without human intervention, although people can interact with the devices -- for instance, to 

set them up, give them instructions or access the data. 

The connectivity, networking and communication protocols used with these web-enabled devices largely 

depend on the specific IOT applications deployed. 
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IOTcanalsomakeuseofartificialintelligence(AI)andmachinelearningtoaidinmakingdatacollecting processes 

easier and more dynamic. 

 

 

COMPONENTSOFIOT: 

 

1. Smartdevicesandsensors–Device connectivity 

 

Devicesandsensorsarethecomponentsofthedeviceconnectivitylayer.Thesesmartsensorsare continuously 

collecting data from the environment and transmit the information to the next layer. 

Latesttechniquesinthesemiconductortechnologyiscapableofproducingmicrosmartsensorsforvarious 

applications. 

Commonsensorsare: 

• Temperaturesensorsandthermostats 

• Pressuresensors 

• Humidity/Moisturelevel 
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• Lightintensitydetectors 

• Moisturesensors 

• Proximitydetection 

 

2. Gateway:IOTGatewaymanagesthebidirectionaldatatrafficbetweendifferentnetworksandprotocols. 

Another function of gateway is to translate different network protocols and make sure interoperability of 

the connected devices and sensors. 

Gateways can be configured to perform pre-processing of the collected data from thousands of sensors 

locallybeforetransmittingittothenextstage.Insomescenarios,itwouldbenecessaryduetocompatibility 

ofTCP/IPprotocol.IOT gatewayofferscertainlevel ofsecurityforthenetworkandtransmitteddatawith 

higherorderencryptiontechniques.Itactsasamiddlelayerbetweendevicesandcloudtoprotectthesystem from 

malicious attacks and unauthorized access. 

3. Cloud: 

 

Internetofthingscreatesmassivedatafromdevices,applicationsanduserswhichhastobe managedinan 

efficientway.IOTcloudofferstoolstocollect,process,manageandstorehugeamountofdatainrealtime. 

Industries and services can easily access these data remotely and make critical decisions when necessary. 

Basically, IOT cloud is a sophisticated high performance network of servers optimized to perform high 

speeddataprocessingofbillionsofdevices,trafficmanagementanddeliveraccurateanalytics.Distributed 

database management systems are one of the most important components of IOT cloud. 

Cloud system integrates billions of devices, sensors, gateways, protocols, data storage and provides 

predictive analytics. Companies use these analytics data for improvement of products and services, 

preventive measures for certain steps and build their new business model accurately. 

4. Analytics:Analyticsistheprocessofconvertinganalogdatafrombillionsofsmartdevicesandsensors into 

useful insights which can be interpreted and used for detailed analysis. Smart analytics solutions are 

inevitable for IOT system for management and improvement of the entire system. 

One ofthe majoradvantages ofanefficient IOT systemis realtime smart analytics which helps engineers 

tofindoutirregularitiesinthecollecteddataandactfasttopreventanundesiredscenario.Serviceproviders can 

prepare for further steps if the information is collected accurately at the right time. 

5. Userinterface: 
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Userinterfacesarethevisible,tangiblepartoftheIOTsystemwhichcanbeaccessiblebyusers.Designers will have 

to make sure a well designed user interface for minimum effort for users and encourage more interactions. 

Moderntechnologyoffersmuchinteractivedesigntoeasecomplextasksintosimpletouchpanelscontrols. 

Multicolour touch panels have replaced hard switches in our household appliances and the trend is 

increasing for almost every smart home devices. 

CharacteristicsofIOT: 

 

1. Connectivity 

 

In the case of IOT, the most important feature one can consider is connectivity. Without seamless 

communication among the interrelated components of the IOT ecosystems (i.e sensors, compute engines, 

data hubs, etc.) it is not possible to execute any proper business use . IOT devices can be connected over 

Radiowaves,Bluetooth,Wi-Fi,Li-Fi,etc.Wecanleveragevariousprotocolsofinternetconnectivitylayers in 

order to maximize efficiency and establish generic connectivity across IOT ecosystems and Industry. 

TheremaybespecialcaseswheretheIOTecosystemisbuilton-premisesorinanintranet 

2. DynamicNature 

 

For any IOT use case, the first and foremost step is to collecting and converting data in such a way that 

meansbusinessdecisionscanbemadeoutofit.Inthiswholeprocess,various componentsofIOT needto 

changetheirstatedynamically.Forexample,theinputofatemperaturesensorwillvarycontinuouslybased on 

weather conditions, locations, etc. IOT devices should be designed this keeping in mind. 

3. Safety 

 

OneofthemainfeaturesoftheIOTecosystemissecurity.InthewholeflowofanIOTecosystem,sensitive 

information is passed fromendpoints to the analytics layer via connectivity components. While designing 

an IOT system we need to adhere to proper safety, security measures, and firewalls to keep the data away 

from misuse and manipulations. Compromising any component of an IOT ecosystem can eventually lead 

to failure of the whole pipeline. 

4. Integration:IOTintegratesvariouscross-domainmodelstoenrichuserexperience.Italsoensures proper 

trade-off between infrastructure and operational costs. 

5. Heterogeneity:ThedevicesintheIOTareheterogeneousasbasedondifferenthardwareplatformsand 

networks. They can interact with other devices or service platforms through different networks. 

https://www.educba.com/iot-devices/
https://www.educba.com/components-of-iot/
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6. Enormousscale:Thenumberofdevicesthatneedtobemanagedandthatcommunicatewitheachother will be 

at least an order of magnitude larger than the devices connected to the current Internet. 

7. Security: 

 

IOT devices are naturally vulnerable to security threats. As we gain efficiencies, novel experiences, and 

other benefits from the IOT, it would be a mistake to forget about security concerns associated with it. 

There is a high level of transparency and privacy issues with IOT. It is important to secure the endpoints, 

the networks, and the data that is transferred across all of it means creating a security paradigm. 

Categoriesof IOT: 

 

IOTcanbedividedinto3categoriesbasedonusageandclients base: 

 

• Consumer IOT includes the connected devices such as smart cars, phones, watches, laptops, 

connected appliances, and entertainment systems. 

• CommercialIOTincludesthingslikeinventorycontrols,devicetrackers,andconnectedmedical 

devices. 

• IndustrialIOTcoverssuchthingsasconnectedelectricmeters,wastewatersystems,flowgauges, 

pipeline monitors, manufacturing robots, and other types of connected industrial devices and 

systems. 

ApplicationsofIOT:ThefollowingaretheapplicationsofIOT: 

1. Smart Cities: Smart cities will promote the use of technology, information and data to enhance and 

improve its infrastructure and services. This includes access to resources like water and electricity. 

Providinghomesthatareaffordabletoall,provisionofpropereducationandhealthservices,andincrease IT 

connectivity. 

CharacteristicsofSmartCity: 

A. Smart cities will promote the use of technology, information and data to enhance and improve its 

infrastructureand services.Thisincludes access toresources like water andelectricity. Providinghomes 

thatareaffordabletoall,provisionofpropereducationandhealthservices,andincreaseITconnectivity. 

B. Alargernumberofgovernmentserviceswillbemademoreaccessibletopeople.Serviceswillbeoffered 

onlineandwill providemoreaccountability,transparencyand moreinvolvement of thepublic.Formation 
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ofE-groupswillallowpeopletovoicetheiropinionsandreceivefeedback,monitorprogramsandactivities with 

the help of cyber tour worksites. 

C. An increase in access to public transportation and creative solutions such as smart parking, intelligent 

management,andintegratedmodaltransport.Smartcitieswillbemorepedestrianandcyclistfriendlywith key 

administrative services at shorter, walk able distances. 

D. Smartcitieswillredevelopordevelopunplannedandpoorlyplannedareassuchasslums, withavision to make 

cities safer and less disaster-prone. With the use of video surveillance, criminal activity will be tracked, 

and drastic security measures will be taken to protect women, children, and senior citizen. 

E. Urban hear effects will be reduced by creating and maintaining parks, playgrounds, and recreational 

spaces. Livingspaces willbe made to accommodate the growingpopulation andalsoenhanceits standard of 

living. 

F. Infrastructurewillbemoresustainableandeco-friendly,byreducingtheamountofwastegeneratedand also 

through mindful consumption of natural resources. 

• adequatewatersupply,assuredelectricitysupply,sanitation,includingsolidwastemanagement, 

 

• efficienturbanmobilityandpublictransport, 

 

• affordablehousing,especiallyforthe poor, 

 

• robustITconnectivityanddigitalization, 

 

• goodgovernance,especiallye-Governanceandcitizenparticipation, 

 

• sustainableenvironment, 

 

• safetyandsecurityofcitizens,particularlywomen,childrenandtheelderly,and 

 

• healthand education. 

 

2. Smart Transportation: Smart transportation, a key internet of things vertical application, refers to the 

integrated application of modern technologies and management strategies in transportation systems.  

These technologies aim to provide innovative services relating to different modes of transport and traffic 

managementandenableuserstobebetterinformedandmakesaferand‘smarter’useoftransportnetworks. 

Smarttransportationincludestheuseofseveraltechnologies,frombasicmanagementsystemssuchascar 
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navigation; traffic signal control systems; container management systems; automatic number plate 

recognition or speed cameras to monitor applications, such as security CCTV systems; and to more 

advanced applications that integrate live data and feedback from a number of other sources. 

AccordingtotheIntelligentTransportationSocietyofAmerica,ITStechnologymakesitpossibleto: 

 

• Useanavigationsystemtofindthebestroutebasedonreal-time conditions 

 

• Alertdriversofpotentiallyhazardoussituationsintimetoavoidcrashes 

 

• Beguidedtoanemptyparkingspacebyasmart sign 

 

• Rideabusthatturnstrafficlightsgreenonapproach 

 

• Detectandrespondpromptlytotrafficincidents 

 

• Reroutetrafficinresponsetoroadconditionsorweather emergencies 

 

• Givetravelersreal-timetrafficandweatherreports 

 

• Allowdriverstomanagetheirfuelconsumption 

 

• Adjustspeedlimitsandsignaltimingbasedonreal-worldconditions 

 

• Improvefreighttracking,inspection,safetyandefficiency 

 

• Makepublictransportationmoreconvenientandreliable 

 

• Monitorthestructuralintegrityofbridgesandotherinfrastructure 

 

3. Smart Home: A smart home allows homeowners to control appliances, thermostats, lights, and other 

devicesremotelyusingasmartphoneortabletthroughaninternetconnection. Smarthomescanbesetup through 

wireless or hardwired systems. Smart home technology provides homeowners with convenience and cost 

savings. 

FeaturesofSmart Home: 

 

Light Control: As lighting is an integral part of a building. The user would be able to choose the time of 

activation, for example, inthe home 7pmwhen it startsto get darkmight be a sensible option..This could 

include a specific roomin the home or all the rooms. In a voice controlled format the user can change the 

colour of the light along with switch on or switch off the through Bluetooth headset. 
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Security:Withtheadvancementsofsmarttechnology,itmakessensetoincludesecurityfeatures.Theuser would 

be ablecontrolthe armingand disarmingofthealarm, as wellaseditspecificsettings ofthealarm, such as the 

key code. The user could also have the option to configure intrusion detection settings. This system would 

warn the security personnel or house owner of any windows or doors being forced open, through the use 

of electronic sensors that are connected to the system. 

Temperature: The user would be able to control the heating and cooling of the home, through the use of 

both time and parameter-based functions. The user may choose for the heating to come on when outside 

conditionsdropbelowacertaintemperature,therewouldbeheat-sensitivesensorsplacedoutsidetodetect varying 

conditions. 

Appliances: The power supply to all appliances in the home could be controlled using the smart system. 

Inalargehomethiswouldbeaveryconvenientfeaturebecausetheremaybealotofelectricalappliances that are 

left on standby, hence the system should contain a feature, which searches all power supply links in the 

home to determine where energy can be saved. 

VehicleDetection:Whenavehicleapproachesthedrivewayofahome,thesystemshouldbeabletoalert the 

homeowner.This is only possible if certain types of smart home technologies are used. It would work 

verywellwithaBluetoothheadsetbecausethesystemannouncethearrivalofthevisitortothehomeowner. 

Entertainment: For afullycapablesmart home,entertainment featureswouldbeaninnovativefeatureto 

include. The most widely used aspect of entertainment featuresis that the user can play his favourite or 

selected song at the time of requirement. 

4. Smart Healthcare: Smart healthcare uses a new generation of information technologies, such as the 

internet of things (lOT), big data, cloud computing, and artificial intelligence, to transform the traditional 

medical system in an all-round way, making healthcare more efficient, more convenient, and more 

personalized. 

Inthehealthcare,IOTplaysaveryimportantroleinvariousapplications.Thiscriterionisdividedintothree 

phases,suchasclinicalcare,remotemonitoringandcontextawareness.Duringdatacollection,therisksof human 

error are reduced by means of automatic medical data collection method. This will improve the quality of 

the diagnosis and reduce the risk of human errors, who are involved in the collection or transmission of 

false information which is dangerous for the patients’ health. There have been efforts for reviewing 

healthcare with different aspects. smart healthcare is defined by the technology that leads to 

betterdiagnostictools,bettertreatmentforpatients,anddevicesthatimprovethequalityoflifeforanyone 
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and everyone.” The key concept of smart health includes eHealth and mHealth services, electronic record 

management, smart home services and intelligent and connected medical devices. 

Ehealth:Asmentionedabove,oneofthekeyconceptsforimprovingtoday’shealthcareiseHealth,i.e.the 

usageofICTincare.ThisisalsohowtheWorldHealthOrganizationdefinestheterm: “eHealthistheuse of 

information and communication technology (ICT) for health. Examples include treating patients, 

conducting research, educating the health workforce, tracking diseases and monitoring public health.” 

Mhealth: The term mHealth is short for mobile health. This terms has been defined by the WHO as “a 

component of eHealth”. Since there is no standardized definition of mHealth, the Global Observatory of 

eHealth(GOe)hasdeterminedmHealthas“medicalandpublichealthpracticesupportedbymobiledevices, such 

as mobile phones, patient monitoring devices, personal digital assistants (PDAs), and other wireless 

devices.” Mobile phones and other devices are used to support patients and improve healthcare. Besides 

using mobile phones to make calls and sent text messages, mHealth also includes more complex features 

and applications such as general packet radio service (GPRS), third and fourth generation mobile 

telecommunications (3G and 4G systems), GPS and Bluetooth technology. 

HelpingtoOlderpeople:Aslifeexpectancykeepsincreasing,andmoreandmorecountriesareconfronted 

withanageingsociety,smarthealthhastobeappliedtohealthcareofolderadultsaswell.AmbientAssisted 

Living,shortAAL,isonenewapproachthataimsathelpingolderpeopleliveasindependentlyaspossible. 

5. Smart Industry: Smart Industry stands for radical digitalisation, connecting products, machines 

andpeople,andtheuseofnewproductiontechnology ..... Theoptimisationofproductionthroughtheapplication 

ofICTandnewproductiontechnologieslike3Dprintingmakesmanufacturingmoreefficient,cheaperand boosts 

quality. 

Features: 

 

Security and safety: Security and safety for Industryincludes protecting people from machinery-related 

hazards (safety) as well as the protection of production facilities and corporate IT from attacks and faults 

fromthesurroundingenvironment(security).Thisinvolvessecuringsensitivedataaswellastheprevention of 

intentional and unintentional malfunctions. 

Digitallife-cycleManagement:Thecomprehensivenetworkingofallautomationcomponents,machines, 

processes and product data — from development and production to recycling — decreases development 

timeandthereforedevelopmentcosts,forbothcompletelynewsmartmanufacturinglinesandupgradesto existing 

platforms. In addition, this also ensures the application-oriented design of all components. 
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Fastintegrationandflexibleconfiguration:WithPlugandProduce,people,machines,processesandthe flow 

of goods are networked together on an ad hoc basis. Software tools simplify multiple smart manufacturing 

machine steps: commissioning, integration and (re)configuration, as well as preventive maintenance of all 

components, modules and machines. 

DistributedIntelligence:intelligentautomationcomponentswithintegratedsoftwareperformtheirtasks 

independently, according to the specifications of higher-level systems, and make autonomous decisions. 

People as key players: Digital assistant functions and intelligent workplace design support people with 

production-relatedinformationandimprovedergonomics,therebyincreasingthelevelofindividualisation of 

the work environment. 

Openstandards:OpenStandardsthatextendacrossmanufacturersandareplatform-independentformthe basis 

for horizontal and vertical integration and thus for the seamless exchange of information in value- 

creation networks. 

6. Smart Agriculture: The term smart agriculture refers to the usage of technologies like Internet of 

Things, sensors, location systems, robots and artificial intelligence on your farm. The ultimate goal is 

increasing the quality and quantity of the crops while optimizing the human labor used. 

Technologyusedinsmartagricultureisgivenbelow: 

 

• Irrigationcontrolandpreciseplantnutrition 

 

• Climatemanagementandcontrolin greenhouses 

 

• Sensors–forthesoil,water,light,moisture,fortemperature management 

 

• Locationsystems–GPS,satellite,etc 

 

• Communicationsystems–basedonmobileconnection,LoraWan,etc 

 

• Robots 

Features: 

Pump Control – remote and automated turn-off control of most electric and diesel irrigation well pumps 

used on farms today. 
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PumpMonitoring–theessentialinformationafarmerneeds toknowabouttheoperationconditionof his well 

pumps. 

PumpAutomationFeatures–easy-to-use,easy-to-understandautomationfeaturesthathavea tremendous 

positive impact on field operations like measuring the moisture level, water level. 

Smart Farming : It is an emerging concept that refers to managing farms using modern Information and 

CommunicationTechnologiestoincreasethequantityandqualityofproductswhileoptimizingthehuman labour 

required. 

• Thegoalofsmartagricultureresearchistogroundadecisionmakingsupportsystem 

forfarmmanagement .... Byprovidingthemwiththebenefitsoftechnological 

advancements,smartagricultureaims toreducetheheavyworkloadofthefarmworkers,hence 

improving their quality of life. 

• ThroughIoTitincreasetheefficiencyandhelpingthefarmertomaximisecropproduction. 

 

• Reduceemissionfromfertilizer manufacturing 

 

• Through IOT the farmers can easily find out how much pesticide and water are required for the 

development of crops. 

7. Smart Energy Management: Smart energy management systems allow the coordination among 

sensors and lights to automatically keep lights off when not required.. The system uses a combination of 

technologies to enable data-driven lighting automation. Smart energy management is a way to 

understand smart energy and how the systems work most efficiently. Some smart energy systems are 

basic like energy saving air conditioners or using smart appliances. 

Features: 

 

• Smartenergymanagementwillhelpyoudiagnosepotentialenergylossesandexistingproblemsin your 

residential, business or commercial premises. 

• An energy management feature uses smart technology to identify hours of large energy usage, 

wasted electricity,. 

• Itturnsoffappliances,lights,anddeviceswhentheyarenotbeingused. 

 

• Smart Energy Management can truly help the society to save money and reduce theimpact on 

the environment. 



Entrepreneurship&Management&Smart Technology 

132 

 

• it makes easier for consumers to monitor their energy consumption and allowing them to make 

effective changes. 

• Reducecost:EMSallowstheconsumertosignificantlyreduceutility,includingheating,cooling, 

lighting, and water. 

• Improve staff well-being: Both consistent lighting and temperature control through smart energy 

management system, it will create energy-efficient workplaces for all, increasing employee 

happiness and performance. 

• Improvefacilityperformance:NotonlyEMSimproveemployeeperformance,butalsoitimproves 

buildingperformance.Byreducingenergywasteandoperatingcosts,wecansavemoremoneyand 

thatcanbeutilisedinotheruselikebusiness,marketing,promotions,salaries,andproductspends. 
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