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The Constitution of India
Chapter IV A

Fundamental Duties

ARTICLE 51A
Fundamental Duties- It shall be the duty of every citizen of India-

(@)

(b)

(€)
(d)

(e)

(f)
(9)

(h)

(i)

1),

(k)

to abide by the Constitution and respect its ideals and institutions,
the National Flag and the National Anthem;

to cherish and follow the noble ideals which inspired our national
struggle for freedom;

to uphold and protect the sovereignty, unity and integrity of India;

to defend the country and render national service when called upon
to do so;

to promote harmony and the spirit of common brotherhood amongst
all the people of India transcending religious, linguistic and regional
or sectional diversities, to renounce practices derogatory to the
dignity of women;

to value and preserve the rich heritage of our composite culture;

to protect and improve the natural environment including forests,
lakes, rivers and wild life and to have compassion for living
creatures;

to develop the scientific temper, humanism and the spirit of inquiry
and reform;

to safeguard public property and to abjure violence;

to strive towards excellence in all spheres of individual and
collective activity so that the nation constantly rises to higher levels
of endeavour and achievement;

who is a parent or guardian to provide opportunities for education
to his child or, as the case may be, ward between the age of six
and fourteen years.
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The Constitution of India

Preamble

WE, THE PEOPLE OF INDIA, having
solemnly resolved to constitute India into a
SOVEREIGN SOCIALIST SECULAR
DEMOCRATIC REPUBLIC and to secure to
all its citizens:

JUSTICE, social, economic and political ;

LIBERTY of thought, expression, belief, faith
and worship;

EQUALITY of status and of opportunity;
and to promote among them all

FRATERNITY assuring the dignity of
the individual and the unity and integrity of the
Nation;

IN OUR CONSTITUENT ASSEMBLY this
twenty-sixth day of November, 1949, do HEREBY
ADOPT, ENACT AND GIVE TO OURSELVES
THIS CONSTITUTION.



NATIONAL ANTHEM

Jana-gana-mana-adhinayaka jaya hé
Bharata-bhagya-vidhata,

Panjaba-Sindhu-Gujarata-Maratha
Dravida-Utkala-Banga

Vindhya-Himachala-Yamuna-Ganga
uchchala-jaladhi-taranga

Tava subha nameé jagg, tava subha asisa mage,
gahé tava jaya-gatha,

Jana-gana-mangala-dayaka jaya hé
Bharata-bhagya-vidhata,

Jaya hé, Jaya hé, Jaya heé,
Jaya jaya jaya, jaya hé.

PLEDGE

India is my country. All Indians
are my brothers and sisters.

Ilove my country, and I am proud
of its rich and varied heritage. I shall
always strive to be worthy of it.

I shall give my parents, teachers
and all elders respect, and treat
everyone with courtesy.

To my country and my people,
I pledge my devotion. In their
well-being and prosperity alone lies

my happiness.




PREFACE

Dear students,

In standard XI you studied about commerce and business, forms of business
organisations, institutional support to business, management and business environment.
This standard XII textbook takes you further from where you left in standard XI.

This book gives you an insight about 'Principles of Management' and 'Functions
of Management' which are essential for any business organisation. After learning about
management, in 'Enterprenuership Development' you will learn about entrepreneur and
scope for you as an entrepreneur in future. In today's scenario various activities are going
on round-the-clock. 'Business Services' advocates importance of business services to
various business organisations. We are now part of globalisaton, so 'Emerging Modes of
Business' focuses on various emerging modes in business.

Students, you will also learn ' Social Responsibilities of Business'. '‘Consumer
Protection' and 'Marketing' put an emphasis on need of consumer protection and its Act
2019 and importance of marketing for business organisations respectively.

In every chapter, pictures, diagrams, activity boxes are included for better
understanding of the concepts. An exercise and answer key are given for practice. Newly
introduced "Just to Know' is brain teaser and self explanatory itself. This book is designed
in such a manner that it will simplify teaching - learning process and students as well
teachers will enjoy this textbook.

This restructured syllabus is capable enough to enhance the understanding ability
of the students. The implementation of this new syllabus will be from the academic year
2020-2021 for standard XII Commerce. More information has been given in the Q.R.
Code on the title page.

We are confident that this book will guide the students properly in this competitive
world of business.

We are greatful to subject committee members, study group members, reviewers,
experts, designers, translators as they have rendered their thorough co-operation in the
preparation of this book.

(Vivek Gosavi)
Pune Director
Date : 21 February 2020 Maharashtra State Bureau of Textbook
Bharatiya Saur : 2 Phalguna 1941 Production and Curriculum Research, Pune.




ORGANISATION OF COMMERCE AND MANAGEMENT STANDARD XII

Competency Statement

Unit No.

Chapter Name

Competency Statements

1)

Principles of Management

Understands meaning and definitions of
principles of management.

Understands the nature and significance of
principles of management.

Understands theories of management.

Understands Henry Fayol's theory of
management.

Understands Taylor’s scientific management
theory in detail.

2)

Functions of Management

Understands functions of management

Understands meaning, definition and
importnace of functions of management

3)

Entrepreneurship Development

Understand entrepreneur intrapreneur and

Understands entrepreneurship
development.

Understands initiatives in entrepreneurship
development.

4)

Business Services

Understands various business services.

Understands types of banks

Understands e-banking

Understands principles and types of
insurance

Understand different types of
communication.

Understands functions and types of ware
houses.

Understands types of transport.

5)

Emerging Modes of Business

Understands e-business.

Understands scope and benefits of
e-business.

Understands online transaction process.

Understands outsourcing.

Understands BPO, KPO, LPO

6)

Social Responsibilities of
Business organisations

Understands social responsibility of
business.

Understands social responsibilities of
business towards different groups of society.




Understands protection of environment.

Understands business ethics.

Understands CSR.

7)

Consumer Protection

Understands consumer protection.

Understands importance of consumer
protection.

Understands rights of consumers.

Understands responsibilities of consumers.

Understandsconsumerredressal mechanism.

Understands role of NGO’s

8)

Marketing

Understands marketing.

Understands types of market

Understands importance and functions of
marketing.

understands marketing mix.
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1.1 INTRODUCTION

Dear friends, in XI standard, we have studied that management is everywhere. In every type
of business organisation, non-business organization and even in social life; management is required.
Management is the key to success in achievement of goal. Management is considered as one of
the required sources of business organization like machines, materials and money. For establishing
coordination between all other sources of organization, one needs to know about management.
Therefore, it is observed that the importance of management is growing rapidly. Various management
thinkers have introduced different management theories as per their field observation and systematic
study. There are various principles, theories and techniques of management which give results in
same direction. But its use is varying from organization to organization, situation to situation and
person to person.

In brief, management sets the strategic goals in accordance with the vision-mission of the
organization and makes decisions on how the overall organization will operate. Management is
often included as a factor of production. It harmonizes all functions of business organization such
as planning, organizing, staffing, coordinating and controlling, which are termed as functions of
management.

1.2 MEANING AND DEFINITION

While achieving goal of an individual or an organization, it is always important to use different
systems or techniques. Some of these techniques are accepted universally, hence, they are called as
principles. It provides guideline to manager to conduct all organizational activities on specific bases.
It helps the manager to take effective decisions and to achieve organizational goal.

"Principle is defined as a fundamental truth or proposition that serves as the foundation for a
system of belief or behaviour or for a chain of reasoning."




In simple words, techniques or systems which give one directional result are called as principles.

These principles are universal and applicable everywhere. Due to the basis of principles, managers
need not to work on trial and error basis. For Example, in cricket or in any other game, total play is
designed and divided between the players according to their qualities and capabilities. In terms of
management, it is called as division of work which is one of the principles of management.

1.3

NATURE OF PRINCIPLES OF MANAGEMENT

Management principles are formed to guide and influence the behavior of employees. These

principles insist on improving efficiency of organizational resources in terms of profit. These
principles also focus on best coordination between superior, subordinates and all the members of
organization.

The nature of management principles is given below:

1)

2)

3)

4)

S)

6)

Universal application:

The principles of management are universal in nature. That means they can be applied to
all types of organizations, irrespective of their size and nature. Their results may vary and
application may be modified but these are suitable for all kinds of organizations. Similarly,
they are applicable to all levels of management.

General guidelines:

Management principles provide general guidelines in tackling the organizational situations
wisely as well as in solving the problems. They are not rigid. Which management principles
are to be applied depends upon the situation, size and nature of organisation. For example,
when we say fair remuneration, then the term 'fair' can vary as per the nature, size and
financial condition of the organisation.

Principles are formed by practice and experiments:

The management principles are developed gradually with thorough research work. Systematic
observations and experiments are conducted before developing them. The results of such
experiments have been developed as a principle after its practice in organizations.

Flexibility:
Management principles are flexible in nature. It means they can be changed or modified
according to the situation. Managers can be flexible while implementing principles to suit

the requirement. The business situations keep on changing. Management principles can be
adjusted or modified and can be used in the organisation according to its need.

Behavioral in nature:

Management is group activity. Management aims at achieving certain goal through a group
of human being. Management principles are designed to influence human beings. These
principles control a group of persons and direct them to achieve the objectives.

Cause and effect relationship:

Principles of management are the base for taking decisions. They determine the cause or reason
for particular effect. For example, payment of good wages and incentives helps in increasing the
output of workers or making effective advertisement increases the sale of a product.




7)

All principles are of equal importance:

All principles of management are of equal importance. Those are to be practiced simultaneously
to get best results in the form of achievement of predefined goals. If any specific principle
is focused more and others are not followed with same focus, then it affects the working
of organization. Management principles are the principles of social science. The nature of
principles of management is not absolute like pure sciences i.e. Chemistry, Mathematics etc.
With some modifications according to requirement, organization needs to apply the principles
of management.

14

SIGNIFICANCE OF MANAGEMENT PRINCIPLES

As we have discussed the nature of principles of management, it can be said that management

principles are applicable everywhere. They are in the form of pre-determined solutions for the prob-
lems which are recurring. They are guiding the manager so it is important for every manager to know
them. In every type of organization or in group activity, one needs to apply principles according to
nature, size and requirement of the organization. These principles are tested and practiced worldwide
from many years. Therefore, it is important to study the significance or importance of management
principles with the help of the following facts:

1)

2)

3)

4)

Provides useful insight to managers:

The principles of management help the manager to understand the organisation. The study
of the principles helps to improve the understanding of the situations and problems. It further
helps the manager to find out the solutions to the problems and handle situations. Management
principles are an outcome of the experience of various professional people. The use of these
principles is helping managers about the manner in which he should act in different situations.
This type of timely guidance reduces the wastage of resources and the goals can be achieved
in appropriate manner.

Helpful in efficient utilization of resources:

In every organization two types of resources are used i.e. physical resources (material, machines,
money etc.) and human resources (manpower). The basic function of management is to make
proper balance between these resources by putting them to optimum use and control on wastage of
resources. While maintaining discipline and healthy working environment, management always
uses techniques and principles. It helps in establishing cordial relationship between management
and employees which increases the efficiency level of employees and also affects the effective
administration. For example, Use of standard tools and machinery helps in increasing quality or
productivity as well as in increasing level of efficiency of human resources.

Scientific decisions:

In business organization, a scientific decision means systematic or balanced decision. Principles
train the managers to handle critical situations tactfully otherwise the managers have to work
always with trial and error method. With the use of various management principles, one can
get an idea about how to analyze the situations, to search alternative options and their results.

Understanding social responsibility:

Management principles are based on every aspect of organization. They are not developed
only from view point of handling the resources effectively but they guide management in
understanding social responsibility of organization. So that they can focus on providing

(3)




quality products at reasonable prices, avoiding artificial monopolistic situations in market,
fair competition, fair remuneration, change in environment, healthy working place, standard
tools and machinery etc.

5) Encourages Research and Development (R and D):

Principles of management are dynamic. Their nature goes on changing along with the chang-
es in the business world. Over the years they have developed to suit the current need. It ena-
bles the managers to bring consistent improvement in them. Management adopts new trends
at working place automatically. These guidelines help management to make comparison of
used principles with its expected outcome. If needed, management can modify the principles
according to situation as the management is having liberty to take the decisions at their own.
This training helps in developing scientific approach towards research and development and
growth and development of organisation. For example, R and D department always works on
finding new techniques in the field of production, finance, marketing, human resources etc.

6) Helps to coordinate and control:

Management principles are the guidelines for better coordination and control. It is very chal-
lenging to create coordination and cooperation among different employees working in differ-
ent departments. It is also difficult task for manager to keep control on the performances of
employees. Management principles offer suitable systems while establishing coordination and
control.

7) Develops objective approach:

With the help of various principles of management, one can develop an objective approach.
Managers can identify the business opportunities, root causes of the problems in correct manner
and can provide appropriate solutions on it. It builds confidence in the minds of the managers.

1.5 THEORIES OF MANAGEMENT

Management theories are the set of general rules that guide the managers to manage an
organization. Theories are an explanation to assist employees to effectively relate to the business
goals and implement effective means to achieve the same.

Various management thinkers have introduced theories which are based on different
approaches. Management thinkers such as Fredrick Winslow Taylor, Elton Mayo, Henry Fayol etc.
have introduced the theories which are based on different approaches. These theories are applicable
in all type of organizations. With appropriate modifications, every manager can use these theories
by adding some innovative techniques and strategies. It means these old theories are the basis of
modern management theories.

Organizations, workforce and society are facing some common problems such as centralization
of authority, stress, low motivation, environmental issues, behavioral problems, health problem,
work-life balance, accountability etc. Theories of management definitely provide solution in such
issues to the management people.




1.6 HENRY FAYOL'S ADMINISTRATIVE THEORY OF MANAGEMENT

Henry Fayol (1841-1925) was a French mining engineer who turned a leading industrialist
and a successful manager. He started his career as a mining engineer in a French mining company
and rose to the position of the Chief Managing Director.

After conducting many experiments and observations in organization, Fayol proposed
14 principles of management which are explained in his famous book 'General and Industrial
Administration’. Due to his contribution in development of managerial thoughts he is called as
'Father of Modern Management'. Fayol suggested 14 principles of management. These statements
serve as a guideline for decision-making and management actions.

14 principles are summarized as follows:

> 1) Principle of Division of Work

> 2) Principle of Authority and Responsibility
> 3) Principle of Discipline

4) Principle of Unity of Command

"~ 5) Principle of Unity of Direction

> 6) Principle of Subordination of Individual
Principles Interest to Organisational Interest

of Management > 7) Principle of Centralization

> 8) Principle of Remuneration

> 9) Principle of Scalar Chain

> 10) Principle of Order

11) Principle of Equity

12) Principle of Stability of Tenure

13) Principle of Initiative

14) Principle of Esprit de corps (Team work)

Y

Y

Y VY

1) Principle of Division of Work:

According to this principle, the work is divided into different kinds such as technical, financial,
commercial, security operations, accounting and managerial. It is assigned to employees as
per their qualities and capabilities. It helps in improving efficiency and expertise of employees
which ultimately turns into expected productivity level.

(5)




2)

3)

4)

)

6)

7)

Principle of Authority and Responsibility:

Authority is the right to take decisions. It is necessary to get the things done appropriately
from subordinates. Authority always comes with the responsibility. If the manager is given the
authority to complete a task within a given time, he should be held responsible if he does not
complete the work in given time. Manager should have proper authorities to take managerial
decision on his own in respect to the goal.

Principle of Discipline:

According to Fayol, discipline is the most essential thing in the organisation. Employees must
obey and respect the rules that govern the organisation. Discipline helps to achieve the goals
in the organisation. Good discipline is the result of effective leadership. There must be a clear
understanding between the management and workers regarding the organisation's rules. Basic
discipline should be observed at all levels of management.

Principle of Unity of Command:

Each member of organization should receive orders from only one superior. This principle
helps in managing conflicts and solving disputes among people in organization. It also helps
in avoiding confusion. If an employee receives commands from more than one authority, he
will get confused and will not be able to take decision about whose orders should be followed.
This is wrong approach. For this organizational hierarchy should be well defined. Each em-
ployee should know his immediate superior and should receive orders from him only.

Right Approach Wrong Approach

Superior

Subordinate

Principle of Unity of Direction:

This principle states that 'there should be one head and one plan' in every organization. Each
group in the organization should have the same objective and the group should be directed by
one manager using single plan.

Principle of Subordination of Individual Interest to Organisational Interest:

According to this principle the interest of an individual must be given less importance than
the interest of the organisation. While taking decision in the organisation the manager should
always consider the interest of the whole group rather than the interest of a single employee.
Similarly the employee should protect the interest of the organisation first and his personal
interest should be subordinated. For example, in every game, the players are always thinking
about winning the match as a team rather than their individual records.

Principle of Centralization:

Centralization refers to the concentration of powers and authorities. In some organisations this
power is vested in one hand or few hands. This situation occurs in the small organisations. But,
if the size of organisation is large then there is a decentralization of the power or authority.

(6 )




8)

9)

10)

11)

According to this principle there must be a proper balance between centralization and
decentralization in the organisation. This is to be done according to the size of the organisation,
nature of the activity etc.

Principle of Remuneration:

Appropriate remuneration to staff oremployees is the principle to keep them satisfied financially
as well as retain them for long span of time within the organization. The fair remuneration
affects on the productivity and efficiency level in total. The remuneration should be fixed by
taking into consideration the skill, expertise, knowledge, tenure, cost of living, market trend,
profitability of organization etc.

Principle of Scalar Chain:

Scalar chain means the hierarchy of authority from the top level to the lower level for the purpose
of communication. This helps to ensure the orderly flow of information and communication.
Traditionally, organizations used to frame large scalar chain which is time consuming. For
example, a General Manager informs the decision to respective Functional Manager, then
Functional Manager will pass it to supervisor, the supervisor will inform it to Foreman and so on
according to level of authority. For avoiding this longer chain and to take speedy decisions cross
communication or direct communication is followed by various organizations which is known as
Gang Plank. For direct communication, proper permission of the authorities is necessary.

In the above diagram, the communication between 'D' and 'G' should flow through proper
hierarchy.

But to avoid delay or in emergency situation there will be direct communication. It is termed
as Gang Plank.

Principle of Order:

This principle is based on 'A place for everything and everything in its place'. Human resources
and materials should be in the right place at the right time for maximum efficiency. Human
resources should be placed at right place and on right job. The principle focuses on the proper
utilization of physical and human resources.

Principle of Equity:
Management should be fair as well as friendly to the subordinates. While dividing the
work, delegating the authorities, deciding the monetary terms etc.. there should not be any

discrimination between the employees. It is also suggested that the remuneration should not
depend on the department but at the level on which subordinates are working. The employees

(7 )




12)

13)

14)

working on the same level but in different departments should be paid same wages. This equity
will help in avoiding conflicts in the organisation.

Principle of Stability of Tenure:

At the time of recruitment of employees, the management should assure them about stability of
tenure or job security. It plays very important role in creating sense of belongingness among
the employees. Insecurity in job always affect the efficiency of employees adversely whereas
job security minimizes employee turnover ratio.

Principle of Initiative:

Initiative refers to volunteering to do the work in an innovative way. The freedom to think and
work on new ideas encourages employees to take initiative while working on given task. This
initiative should be welcomed by the manager including thorough discussion on those new
ideas. It also helps in creating healthy organizational culture.

Principle of Esprit de corps: (Team work)

Henry Fayol has given emphasis on team work. Esprit de corps means union is strength.
Running any organization is a group activity and human resources are the valuable asset of
the organization. If all employees are working as a union and with mutual trust, the difficulties
can be solved quickly. Therefore, as a leader, manager should create a spirit of team work and
understanding among employees to achieve organizational goal easily.

Above 14 principles of Henry Fayol are very useful to manage the organization efficiently and
effectively. These are also supportive to functions of management. These principles are very
logical and therefore are applicable in modern management era.

Discuss an example of your favourite game like cricket. You will find each activity is
based on-Fayol's Principles of management. Take the help of your Teacher.

1.7 FREDRICK WINSLOW TAYLOR'S SCIENTIFIC MANAGEMENT THEORY

Taylor (1856-1915) was an American who started his career as a machinist in Midvale

Steelworks, Philadelphia and gradually through his hard work and progress, rose to the position
of the Chief Engineer. He introduced his observations and experiments based on scientific data.
Taylor's approach towards management is termed as scientific management. For this contribution in
development of management thoughts, he is known as the "'Father of Scientific Management"".

Taylor's management theory is based on scientific experiments. This theory involves the

application of scientific approach to decision making and solving them at the same time. According

(8)




to Taylor, problems should be solved by scientific techniques rather than the rule of thumb and a
trial and error approach.

Definition of Scientific Management by Fredrick Taylor: "Scientific Management consists

of knowing what you (i.e. management) want men to do exactly; and seeing it that they do it in the
best and the cheapest manner."

Principles of Scientific Management:

1)

2)

3)

4)

S)

These principles are as follows:

Science, Not Rule of Thumb:

In order to increase organizational efficiency, the 'Rule of Thumb' method should be substituted
with the methods developed through scientific analysis of work. Rule of thumb decisions are
based on personal judgments of the manager. Taylor insisted upon scientific method for every
small work. This principle is concerned with selecting the best way of performing a job after
scientific analysis of that job and not by trial and error methods. Standard required time and
standard output should be defined by the manager. This will help in saving time and human
energy and will result into expected standard output. According to Taylor, even a small
production activity like loading iron sheets into box cars can be scientifically planned.

Harmony, Not Discord:

According to this principle, there should be harmony between the employees and management.
This coordination will help in minimizing conflicts between them. Perfect understanding
between employees and management will be helpful in creating healthy work environment for
achieving the desired goal i.e. success. Organization should think about maximum prosperity
of employees also.

Mental Revolution:

Taylor introduced the concept of "Mental Revolution". This principle focuses on change in
the attitude of employees and management towards each other. Both should realize their
equal importance in organization. They should give full cooperation for achieving goal of
organization. This will increase productivity and profits.

Cooperation, Not Individualism:

This principle emphasizes on mutual cooperation between workforce i.e. employees and
management. Due to cooperation, trust, team spirit etc. internal competition will turn into
healthy working environment. Management should always consider the suggestions given by
employees in decision making process. Employees should be treated as an integral part of
organisation in all respects. At the same time employees should resist themselves from going
on strikes and making unnecessary demands from management. They should treat each other
as two pillars of organization.

Division of Responsibility:

Proper division of work should always be accompanied with division of responsibilities between
the managers and employees. Major planning is done by the top and middle level management
authorities whereas employees are concentrating on its execution. The reporting is done as per

the instructions given by their superiors. Managers should always help, encourage and guide
the employees. It helps for best performances of managers as well as employees.




6)

Development of employer and employees for greater efficiency and maximum prosperity:

Best performance of any organization always depends on the skills and capabilities of its,
employees to a great extent. Thus, providing training and development programmes to the
employees whenever required, is very essential. It ultimately affects the profitability of the,
organization. Each employee should be given proper opportunity to attain greater efficiency
and maximum prosperity.

Techniques of Scientific Management

1)

2)

Some of the major techniques of scientific management are as follows:

Work Study:

Before assigning the work to the available workforce, proper work study should be done by
management. Work study consists of an organized, systematic and critical assessment of the
various activities or functions. Work study is based on the techniques such as time study,
motion study, method study and fatigue study.

A) Time Study:

It is the technique of observing and recording the time taken by an employee to complete a
given task. With the help of time study, the precise time required for each element of work is
determined. It is the technique used for fixing the standard time required to do a particular task

under given condition. It is useful to measure the efficiency of an employee and to control the
cost of work.

B) Method Study:

There are always various methods of completing the task. For best quality and cost effective-
ness, identifying the best method of doing a particular job is very important but challenging
task for a manager. It helps in reducing the wastage of time, raw material and in improving
the utility of all resources as per predefined objetives. It is helpful in determining the methods
for handling the raw materials, transportation, inspection, storage etc.

C) Motion Study:

The study of required motion means movement of an employee as well as of machine while
completing a particular task is very important. It is helpful in eliminating unnecessary motions
and finding the best method of doing a particular job. It also helps in improving the efficiency
of the employees. Motion technique is used to know whether some elements of a job can be
eliminated or their sequence can be changed for smooth flow of task.

D) Fatigue Study:

Generally long working hours without sufficient breaks, target pressure, heavy working tools, and
poor working conditions result into physical and mental stress i.e. fatigue. It has an adverse effect
on the health and efficiency of the employees. The study of fatigue and steps to reduce the level of
fatigue is very important to maintain the operational efficiency of the employees.

Standardization of Tools and Equipments:

With the result of experiments conducted at work place, Taylor advocated standardization of
tools and equipments. Standardized working environment and methods of production help to
reduce spoilage and wastage of material, cost of production, fatigue among the workers and it
improves quality of work.




3)

4)

5)

Scientific Task Setting:

Taylor emphasized the need for fixing a fair day's work. Scientific work setting is important
to prevent the employees from doing work much below their capacity. By using this technique,
employees will complete the task according to standards given and management can keep
proper control on optimum utilization of workforce.

Scientific Selection and Training:

Management can select right persons for the right jobs by using scientific selection procedures.
It needs to fix job specifications as per requirement. Employees are selected according to pre-
determined standards in an impartial way. After selection, management should provide the
proper training programmes to increase their efficiency. :

Functional Organization:

In this concept of Taylor, planning is separated from implemetation. That means, planning is
done by different people and actual work is supervised by different people. Thus, every worker
will be supervised by two different sets of supervisors. He recommended total eight foremen to
control the various aspects of production. They are categorized as follows:

A) At Planning Level:

1.  Route Clerk- tells how work moves from one machine to other.

2. Instruction Clerk- records instructions to complete the work.

3. Time and Cost Clerk- determines time in which work should be completed and workout
the cost

4.  Discipline- ensures that the workers are working as per factory rules.
B) At Implementation Level:

1. Gang Boss-actually gets the work done.

2. Speed Boss- ensures that the work is completed in specified time.

3. Repair Boss- handles security and maintenance of mechanism

4.  Inspector- ensures that the work is done as per the specified standards.

According to Taylor, with the help of proper division of all activities into planning and

implementation; management can definitely achieve the required performance from the employees.

6)

Differential Piece-Rate Wage Plan:

Remuneration should be fixed in such a way that average worker is motivated to attain a
standard output. Taylor suggested the differential piece-wage system. Higher rates are offered
to employees who complete the work more than the standard quantity under this system. On
the other hand, if an employee is performing below the standard; he shall be given lower rate
of wages. This technique motivate the employees to attain higher standard performance and
earn wages i.e. remuneration at higher rate.

Theories of management are the bases of organizational development and of achieving success
for every type of business. In this modern era of liberalization, privatization and globalization the
scope of management has been widened in a greater extent. VVarious types of business environmental
changes are responsible for increasing significance of management. These traditional theories are
proving very effective in handling businesses with some modifications according to change in
situations.

Just to know
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These changes resulted into various trends in management. Disaster Management, Supply and
Logistics Management, Event Management, Stress Management, Corporate Social Responsibility,
Total Quality Management etc. are some of the recent trends in management.

( Summary )

Definition:

"Principle is defined as a fundamental truth or proposition that serves as the foundation for a system
of belief or behaviour or for a chain of reasoning."

Nature of Principles of Management:

Universal application

General guidelines

Principles are formed by practice and experiments
Flexibility

Behavioral in nature

Cause and effect relationship

I Y

All principles are of equal importance
Significance of Management Principles:

Provides useful insight to managers

Helpful in efficient utilization of resources
Scientific decisions

Understanding social responsibility

Encourages Research and development (R and D)
Helps to coordinate and control

=

. Develops objective approach
Theories of Management:
Management theories are the set of general rules that guide the managers to manage an organization.

1) Henry Fayol's Administrative Theory of Management (1841-1925)
Henry Fayol is called as a "Father of Modem Management."

Henry Fayol's 14 Principles of Management:

1. Division of Work 2. Authority and Responsibility

3. Discipline 4. Unity of Command

5. Unity of Direction 6. Subordination of individual interest into
organizational interest

7. Centralization 8. Remuneration

9. Scalar Chain 10.  Order

11.  Equity 12.  Stability of Tenure

13. Initiative 14.  Esprit de corps

(12)




2) Fredrick Taylor's Scientific Management Theory (1856-1915)
Fredrick Taylor is known as "Father of Scientific Management."

Principles of Scientific Management:

1 Science, Not Rule of Thumb

2 Harmony, Not Discord

3 Mental Revolution

4. Cooperation, Not Individualism

5 Division of responsibility

6 Development of employer and employees for greater efficiency and maximum prosperity
Techniques of Scientific Management:

1 Work Study: A) Time Study B) Method Study C) Motion Study D) Fatigue Study
2 Standardization of Tools and Equipments

3 Scientific Task Setting

4. Scientific Selection and Training

5 Functional Organization

6 Differential Piece Rate Wage Plan

Z \

D\ Just to know Ve

Contribution to Management
C. K. Pralhad (1942-2010):

. The first recipient of the Lal Bahadur Shastri Award for contributions to
Management and Public Administration in 1999.

. In 2018, he was named the world's most influential business thinker on the
Thinkers50.com list.

. He was a proactive thinker who regularly produced startling insights that
managers would never have considered.

. C. K. Pralhad is famous for his contribution to the development of the Core
Competence Model and Co-creation. (A Core Competency is a concept in
management theory introduced by C.K.Pralhad and Gary Hamel.)

Famous Quotes by C. K. Pralhad

. "The essence of strategy lies in creating tomorrow's competitive advantages
faster than competitors can mimic the ones you possess today."

. "Executives are constrained not by resources, but by their imagination."
. "Never accept silence as agreement because you'll regret it later."
. "There's a heightened awareness of the need to be, and to be seen as, a good

corporate citizen."

. "If you are honest about helping others rather than showing how smart you are,
things are very easy."

For detailed study, search Scholarly Articles on internet.




4 N
N EXERCISE /

Q.1.A) Select the correct option and rewrite the sentences.

) was regarded as Father of Scientific Management.
a) Henry Fayol b) F W Taylor ¢) Philip Kotler
2)  Principle of ............. is based on 'A place for everything and everything in its place'.
a) discipline b) order c) equity
3)  Member of organization should receive orders from ............. .
a) many superior b) one superior ¢) all superiors
4) Scalar chain means the hierarchy of ............. from the top level to the lower level for the
purpose of communication.
a) discipline b) unity ¢) authority
5) Taylor recommended total ............. foremen to control the various aspects of production.
a) eight b) three c) two
B)  Match the pairs.
Group A Group B
A) |Henry Fayol 1) | Eight Foremen
B) | Principle of Unity of Direction 2) | E.W. Taylor
C) | Principles of Management 3) | Proper division of all activities
D) | Scientific Management Theory 4) | general guidelines
E) | Functional Organization 5) | A place for everything and everything
in its place
6) | One head-one plan
7) |Low wage rate
8) |Harmony between the employees and
management
9) |German engineer
10) [ Modern Management
C) Give one word/phrase/term for the following statements.
1)  The study of movement of an employee as well as machine while completing particular task.
2)  The technique of observing and recording the time required by an employee to complete a
given task.
3)  Study consists of an organized, systematic and critical assessment of various activities.
4)  The principle which deals with 'to do work with innovative way'.
5)  The principle which is based on 'a place for everything and everything in its place'.
D) State whether following statements are true or false.
1)  The principles of management are universal in nature.
2) Management principles are applied differently under different situations.
3)  Only some principles of management are important.

(14)




4)
5)
6)
E)

1)

2)
F)
1)
2)
3)
4)
5)
G)
1)
2)
3)
4)
S)

Q.2.

Q.3.

1))

2)

Henry Fayol has given different techniques of management.

F W Taylor has proposed 14 principles of management.

Each member of organization should receive orders only from one superior.

Find the odd one.

Principle of Authority and Responsibility, Motion Study, Principle of Division of Work,
Principle of Discipline.

Fatigue Study, Principle of Unity of Command, Work Study, Motion Study.

Answer in one sentence.

What is principle of unity of command?

What is standardization of tools and equipments?

What is differential wage rate?

What is Subordination of individual interest into organizational interest?
What is the meaning of principle?

Correct the underlined word and rewrite the following sentences.

Security in job always affects adversely on the efficiency of employees.

Esprit de corps means 'division is strength'.

Each member of organization should receive orders from only one subordinate.
Decentralization means concentration of powers and authorities at a specific position.

Management techniques are applied differently under different conditions.
Explain the following terms/concepts.

1) Motion Study 2) Differential Piece Rate System 3) Fatigue Study 4) Time Study

Study the following case/situation and express your opinion.

Mr. Harshad is an entrepreneur and engaged in production of eco-friendly utensils. Both male
and female workers are working in his factory. All male employees are directly working on
machines whereas female employees are working in Packaging Department. Mr. Sharath is
working as Finance Manager while Mrs. Naina is working as HR Manager who is responsible
for recruiting employees in the factory. On this basis:

1) Identify any one principle of management in above case.
i1) What is the designation of Mrs. Naina in this organization.
ii1) Who is responsible for overall planning of the organisation?

In 'Fine Diamonds Ltd.' 200 employees are working in three shifts. In first shift 60 employees,
in second shift 60 employees and in third shift 80 employees are working without sufficient
breaks except lunch break and shift change break. No employee is able to complete the work
in designated time due to inappropriate time management which results into delay for next
shift employees.

1) Identify which scientific principle needs to be followed by the company.

i1) Suggest two scientific techniques which can be used for smooth flow of work in 'Fine
Diamonds Ltd. '

ii1) Why the work is not being completed in time?

(15)




Q.4. Answer in brief.

1)  Explain any five principles of management of Henry Fayol.
2)  Describe any four techniques of scientific management.
Q.5. Justify the following statements.

1)  Principles of management are flexible in nature.

2)  Management principles are helpful in optimum utilization of resources.
3)  Principle of equity is important.

4)  Taylor emphasized on standardization of tools and equipment.

5)  Differential piece wage rate plan is necessary.

Q.6. Attempt the following.

1)  Explain in detail any five principles of management given by Henry Fayol.
2)  Describe different techniques of scientific management.

3)  Elaborate principles of scientific management.

4)  Explain nature of principles of management.

Q.7. Answer the following.

1)  What are the techniques of scientific management? Explain in detail.
2)  Explain 14 principles of Henry Fayol in detail.

Q.1.(A) 1. F W Taylor 2. order 3. one superior 4. authority 5. eight.

(B) A-10,B-6,C-4,D-2, E-1.

(C) 1. Motion Study 2. Time Study 3. Work Study 4. Principle of Initiative
5. Principle of Order

(D) True-1,2,6 False-3,4,5

(E) 1. motion study 2. Principle of Unity of Command

(G) 1. Insecurity 2. Unity 3. Superior 4. Centralization 5. principles
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2.1 INTRODUCTION

We have discussed various management principles in the first chapter in detail. These
principles are very important in managing the organization. While achieving any objective, we need
to go through various functions. For example, in joint hindu family business, the KARTA is doing
proper planning for every work and for every member. The KARTA organizes various things which
are required to fulfill the objective. He also takes help of other members for support. For smooth
functioning of family as well as family business the KARTA directs, guides, coordinates and keeps
strict control on every task. Whatever, the KARTA is doing with the help of others is called as a
management. Similarly, the success of every business organization is an outcome of effective and
efficient management.

The tasks which are taken to achieve organizational goal is called management. Management
is a set of principles which relate to the various functions such as planning, organizing, staffing,
directing, coordinating, controlling etc. which are helpful in achieving organizational goals.

2.2 FUNCTIONS OF MANAGEMENT

According to L.A.Allen, "Management is what manager does". This definition focuses on the
role of manager in the form of different functions. The functions of manager start with planning and
end with controlling. But every function is interrelated with other function. They are inseparable in
nature. Management functions concern with all levels of management. Different management think-
ers have classified functions of management differently.

According to Henry Fayol, "To manage is to forecast and to plan, to organize, to command
and to control."

(17)




Luther Gullick has given a keyword 'POSDCORB' for management functions where P stands
for Planning, O for Organizing, S for Staffing, D for Directing, Co for Co-ordination, R for reporting
& B for Budgeting. Reporting and Budgeting functions are summarized in the function called as
Controlling.

2.2.1 Planning:
Meaning:

Planning is the basic function of management. Every function of management is based on
planning. It includes deciding the things to be done in advance. Planning is an intellectual process of
logical thinking and rational decision making. It focuses on organization's objectives and develops
various courses of action. Designing a proper planning and implementing accordingly is the key of
achieving the objectives of an organization.

In short, planning is a detailed programme of future courses of action

Definition:
Following are some of the important definitions of planning:

1)  Koontz and O'Donnell: "Planning is deciding in advance what to do, how to do it, when to do
it, and who is to do it. Planning bridges the gap from where we are and where we want to go it makes
possible things to occur which would not otherwise occur.”

2)  James Stoner: "Planning is the process of establishing goals and a suitable course of action
for achieving these goals."

Importance of Planning:

It is the fundamental function which gives an outline about where to go, how to go and reduces
the risk of uncertain future with the help of forecasting. The importance of planning is as follows:

1) Helps to set clear objectives:

Planning is concerned with setting objectives, targets, and formulating plans to achieve them.
It helps managers to analyze the present condition of the organization and on that basis to
identify the ways of attaining the desired position in future.

2) Provides path of action:

Planning ensures that the goals or objectives are clearly stated. They act as a guide and they
provide direction for doing the right things at the right time with right way. It helps employees
to know what organization has to do and what they must do for achieving the goals.

3) Planning improves performance:

It helps managers to improve future performances of employees by establishing objectives and
selecting a course of action. It is beneficial for the organization. Planning leads to efficient
working of the employees. Due to proper planning, the employees can work according to
timely guidelines. This improvement in performances results into higher profitability of the
organization.

4) Minimizes the risk:

Planning is based on forecasting technique. It is the process of looking into the future and
anticipating the future changes. By deciding in advance the tasks to be performed, planning

(18)




5)

6)

7

8)

9)

10)

shows the way to deal with changes and uncertain events. Changes or risks cannot be eliminated
totally but they can be anticipated and can be tackled with preventive measures. It minimizes
the risk of future or uncertainties of future.

Planning leads to optimum utilization of resources:

Organizational plans are prepared by taking into consideration the availability of resources
and proper allocation of resources for various activities. It also facilitates optimum utilization
of resources which brings higher efficiency and better results. One can avoid wastage of
resources by proper planning.

Helps in decision making:

There are various alternatives in front of the management. For achieving goals planning
helps the management to select the best alternative by considering all positive and negative
outcomes of all the alternatives. Decisions are taken after selecting alternative courses of
action to achieve a predefined goal. It helps the manager to take rational decisions.

Useful in setting the standards for controlling:

Planning set out standards for controlling. So, the actual performance can be compared with
the standards and managers can find out the deviation, if any between the actual and the
standard performance. Such deviation can be bridged by taking controlling steps. Therefore,
planning provides basis for control. It is also important for maintaining discipline at working
place of organization.

Facilitates Coordination of all activities:

Planning facilitates the coordination of activities. It reduces overlapping among activities.
All activities of business organization are closely linked with each other which is considered
in the process of planning. Sound planning inter-relates all the activities and resources of an
organization. Thus, various departments work as per the overall plan and coordination is
achieved.

Facilitates other management functions:

Every organisation functions towards achieving goal and goal is set at the planning stage.
Unless the plan is ready, other management functions such as organizing, staffing etc. cannot
be undertaken thus, planning facilitates all other functions of management.

Promotes innovative ideas:

Planning is the basic function of management. It is a process of decision making which
involves promotion of innovative ideas after critical thinking. Ultimately, these innovative
plans result into attainment of the goals of the organization. It is the most challenging activity
for the management as it guides all future actions leading to growth and prosperity of the
organization.

In short, planning plays vital role in every walk of life of an organization as well as of an

individual. Future is highly uncertain and the business environment is changing. With the help of
proper planning , the risks and uncertainties can be minimized definitely. Hence, planning is the
basic requirement of any organization for the survival, growth and success.

( Prepare a plan for one day picnic of your class or field trip. )




2.2.2 Organising:
Meaning:

Organizing is the process of identifying, bringing the required resources together such as men,
money, material, machine and method, grouping and arranging them properly for achieving the
objectives. In planning, the management decides what is to be done in future whereas organizing
function decides the ways and means to achieve what has been planned. This function is important
for execution of the plans which have been prepared by top level management people.

The synchronization and combination of workforce, physical, financial and information
resources are established in the process of organizing.

Definitions:

The term 'organization' is used to denote the structure. It is a unit or a group of people who
come together to achieve a common goal whereas 'organizing' is a process and a function. Some of
the definitions are as follows:

1)  Mooney and Railey: "Organization is the form of every human association for the attainment
of a common purpose.”

2)  Koontz and O'Donnell: "Organization involves the grouping of activities necessary to
accomplish goals and plans, the assignment of these activities to appropriate departments and the
provision of authority, delegation and co-ordination."

3)  Theo Haimann: "Organizing is the process of defining and grouping the activities of the
enterprise and establishing the authority relationships among them. In performing the organizing
function, the manager defines, departmentalizes and assigns activities so that they can be most
effectively executed.”

Importance of Organizing:

Organizing is concerned with grouping and assigning the organizational activities among
different departments and workforce. The importance of organizing can be stated as follows:

1) Facilitates Administration as well as Operation:

Organizing process leads to identify and to group the activities. Grouping and assigning the
activities is the task of administration whereas processing according to it is operational activity.
Thus, organizing facilitates administration as well as operation of the organization. Due to
proper grouping of the tasks and the employees, there is increase in production and reduction
in wastage. Duplication of work is restricted and effective delegation becomes possible.

2)  Brings Specialization:
Organizational structure is a network of relationships in which the work is divided into units
and departments. This division of work helps in bringing specialization in various activities of
organization. Specialization in activities leads to increase in organizational efficiency.

3) Defines the Jobs Properly:

Organizational structure helps in putting right men on right job which can be done by selecting
people for various departments according to their qualification, skill and experience. This is
helping in defining the jobs properly which clarifies the role of every person.




4)

5)

6)

7

8)

9)

10)

Clarifies Authority and Responsibility:

Organizational structure defines the role to every manager. This can be done by delegating
the authority to every manager and clarifying the way he has to exercise those powers. So that
misuse of powers does not take place. Well defined jobs and responsibilities helps in bringing
efficiency into managers working. This helps in increasing productivity.

Establishes Coordination:

This function helps in establishing co-ordination among different departments of organization.
It creates clear cut relationships among positions and ensures mutual co-operation among
individuals. Coordination or synchronization between all departments and different level of
managers is important for smooth functioning of organizational activities.

Helps for Effective Administration:

This function determines different positions, departments, activities and the roles are clearly
structured. The utmost care is taken while placing right person in right job with right authorities
and responsibilities. It is achieved through division of work and delegation of authorities. This
all leads to efficient and effective administration.

Helpful for Growth and Diversification:

The growth of every organization depends on its smooth and efficient functioning. Clearly
defined roles and responsibilities, coordination among all levels of management personnel
and use of appropriate control techniques bring efficiency at work place and organization
grows well. This is possible only when the organization structure is well- defined.

Creates Sense of Security:

Organizational structure clarifies the job positions. It clearly states the duties and responsibilities
of everyone. Everyone can work accordingly. Clarity in jobs and powers helps in increasing
mental satisfaction and it creates sense of security among the employees.

Scope for Innovation:

Organizing function clears the roles and activities to be performed. Employees can work by
using their new ideas. This provides enough space to the manager to develop talent and flourish
the knowledge. This scope for innovation into adopting new changes in methods of work is
possible only through a set of organizational structure.

Helps in Optimum Utilization of Resources:

This function provides different jobs to different employee according to the job specification.
Due to this, specialization of work becomes possible. This right workforce utilizes other
resources at its optimum level so that desired results are achieved within defined period.

( Organize Teacher's Day in your college )

2.2.3 Staffing:
Meaning:

Staffing is the function of execution according to plan and organizational structure. It is

the process of attracting, recruiting, selecting, placing, appraising, remunerating, developing and
retaining the best workforce. Overall growth and success of every venture is based on appropriateness
of staffing function. It is very challenging for organization to focus on best utilization of workforce
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by using their talents and skills, retaining them and arranging training and development programmes.
The function emphasizes managing human and not material or financial resources.

The need of staffing arises since the initial period of organization. Due to promotion, transfer,
business expansion, retirement, resignation, accidents, death of employee etc. vacancies are created
in organization. In this context, staffing function plays very important role in organization. Right
person at right job with right pay is the basic principle of staffing.

Definitions:
Following are some of the important definitions of staffing:

1)  Theo Haimann: "The staffing function pertains to the recruitment, selection, development,
training and compensation of subordinate managers."

2)  Luther Gullick: "Staffing is the whole personnel function of bringing in and training the staff
and maintaining favorable conditions of work".

3)  S. Benjamin: "Staffing is the process involved in identifying, assessing. placing, evaluating
and directing individuals at work."

Importance of Staffing:
1) Effective Managerial Function:

Staffing is the key to effective performance of other functions of management such as planning,
organizing, directing and controlling. Competent workforce can work effectively in different
functional areas like production, sales, finance etc. The outcome of other functions is based on
the effectiveness of staffing.

2) Leads to Effective Utilization of Human Resources:

Staffing function leads to effective utilization of human resources i.e. workforce. Proper care
is taken at every stage such as recruitment, selection, placement, remuneration, training,
development etc. Excessive burden of work is avoided. Optimum utilization of human resources
results in improvement in performances and progress of organization.

3) Builds Cordial Relationship:

This function is helpful in building healthy relationships among all levels of employees in the
organization. A smooth human relation is the key to better communication and coordination
of managerial efforts in an organization.

4) Helps Human Resource Development:

Skilled and experienced employee is an asset of a business organization. Staffing helps to
inculcate the organizational culture into employees. It trains and develops the existing
workforce. It also ensures smooth functioning of all the managerial aspects of the business
organization.

5) Helps in Effective use of Technology and Other Resources:

Trained employees can use the latest technology, capital, material and methods of work
effectively. It helps in building competitive strength of the organization. It is also helpful in
improving standard of work and productivity in terms of quality and quantity.




6) Improves Efficiency:

Training and development programmes are offered to the employees for self-development and
organizational development. Through proper selection, the organization gets quality employ-
ees and through proper training the performance level of the employees can be improved.

7)  Long Term Effect:

Qualified, efficient and skillful workforce is always an asset of the organization. Proper
selection of employees leads the organization towards the path of success. Naturally, long
term positive effects can be observed on the efficiency of an organization.

8) Essential Contribution:

Staffing ensures the continuity and growth of the organization through development of
employees. Selection is based on the ability of the prospective employees. So that organization
can meet the future challenges wisely. Therefore, the contribution of the staff in their future
roles is taken into account in staffing function.

9) Provides Job Satisfaction:

Employees can be motivated through financial and non-financial incentives. Adequate
remuneration increases job satisfaction and morale of the employees. Training and development
programmes, fair remuneration and job security are the factors which are important in providing
job satisfaction.

10) Maintains Harmony:

In staffing process, individuals are recruited, selected and placed as well as their performance
is regularly appraised and promotions are given on the basis of merit. For this, criteria is made
and duly communicated to concerned employees. It brings peace and harmony in organization.

What is the meaning of "Right Person at the Right Job" ? Discuss with your Teacher. )

2.2.4 Directing
Meaning:

Directing is the soul of management function. It is the process of instructing, guiding, com-
municating, inspiring, motivating and supervising the employees to achieve predetermined goals of
an organization. Direction is a continuous function initiated at top level and flows to the lower level
through organizational hierarchy. It is a continuous managerial process that goes on throughout the
tenure of the organization. Director is the person who shows the correct path as well as guides the
employees in solving the problems wherever necessary. A few philosophers called direction as "Life
Spark of an Enterprise".

Definitions:

Following are some of the important definitions of directing:

1)  Theo Haimann: "Direction consists of the process and techniques utilizing in issuing
instructions and making certain that operations are carried out as planned.”

2)  Earnest Dale: "Directing is what has to be done and in what manner through dictating the
procedures and policies for accomplishing performance standards".
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3)

Urwick and Brech: "Directing is the guidance, the inspiration, the leadership of those men

and women that constitute the real case of responsibilities of management."”

Importance of Directing:

Directing refers to a process or technique of instructing, guiding, inspiring, counselling,

overseeing and leading people towards the accomplishment of organizational goals.

Supervision is an integral part of direction function. The directer supervises employees by

observations, examining the reports and behaviour of employees.

On the basis of the above definitions, the importance of directing can be stated as follows:

1)

2)

3)

4)

)

6)

7)

Initiates Action:

Direction is the function which supports to activate the plans with the help of employees.
Every action is initiated through timely direction. Proper instructions are given to subordinates
while completing their assigned task. The managers direct the subordinates about what to do,
how to do, when to do and also to see that their instructions are properly followed.

Integrates Efforts:

Communication is one of the elements of direction. It helps in integrating the efforts of all the
employees and departments which results in achievement of organizational goal. Integration
of efforts is possible through persuasive leadership and effective communication towards the
accomplishment of organizational goals.

Means of Motivation:

While directing the subordinates, their opinions are also considered. A manager identifies the
potential and abilities of its subordinates and helps them to give their best. He also motivates
them by offering them financial and non-financial incentives to improve their performance. It
boosts the morale of subordinates.

Provides Stability:

Stability plays significant role in the growth and survival of the organization. Effective leadership,
communication, supervision and motivation develop co-operation and commitment among the
employees. It provides stability and creates balance among various departments and groups.

Coping up with the Changes:

Factors of business environment are always changing. Adapting to the environmental
changes is necessary for the growth of the organization. With the help of motivation, proper
communication and leadership, the employees can clearly understand the nature of change

and also the positive outcome of adopting to the change. For example, e-filing, use of Robots
at workplace etc.

Effective Utilization of Resources:

Direction involves assigning duties and responsibilities to everyone. Proper instructions and
systems are developed to avoid wastages, duplication of efforts etc. Subordinates are guided
to utilize the resources i.e. men, machine, materials, and money in the maximum possible way.
It helps in reducing costs and increasing profits.

Creates Team Spirit:

Direction focuses on motivating the subordinates for group efforts. Group efforts or team spirit
plays vital role in success of an organization than individual efforts. Therefore, the role of
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manager as a director plays very important role in guiding and motivating the employees to
achieve the predetermined goals.

8) Explores Capabilities of Individuals:

Every individual has various capabilities or potentials in addition to their formal qualifications.
Direction helps to identify and utilize their abilities for best performance by encouraging and
motivating them just like a leader.

9) Increases Efficiency Level:

Guidance and motivation is given to subordinates to perform at their best level. Being a leader,
team spirit is created by the manager as well as proper techniques of supervision are used. It
works positively and results into enhancing the efficiency level of the whole organization.

10) Co-operation:
Co-operation is necessary for smooth flow of organizational activities. It should be created by

manager i.e. director from top level to the bottom level of management. Healthy cooperation,
team work and higher efficiency level lead to attainment of goals.

Thus, Directing to subordinates is a basic management function that includes building an
effective work climate through motivation.

2.2.5 Co-ordinating:
Meaning:

Co-ordination between different functions and all levels of employee is the essence of
organization success. It is an integration of different activities- which is essential for their smooth
flow. It establishes harmony among all the activities of an organization in achieving desired goal. In
an organization, a number of persons are working together to achieve a common goal. Their work
is closely linked with each other. Therefore, it becomes necessary to bring together the group efforts
and harmonise them carefully. Co-ordination will not exist unless efforts are taken to achieve it.

Co-ordination is the integration and synchronization of the efforts of a group so as to pro-
vide unity of action for organizational goals. It is a hidden force which binds all other functions of
management.

Definitions:

Following are some of the important definitions of co-ordination:

1)  McFarland: "Co-ordination is the process whereby an executive develops an orderly pattern of
group efforts among his subordinates and secures unity of actions in the pursuit of a common purpose.”

2)  Henry Fayol: "To co-ordinate is to harmonise all the activities of a concern to facilitate its
working and its success."

3)  Mooney and Reeley: "Co-ordination is orderly arrangement of group efforts to provide unity
of action in the pursuit of common goals."

Importance of Co-ordinating:

Need for co-ordination arises out of the fact that different elements and efforts of an organization
are to be harmonized and unified to achieve the common objectives. Importance of coordination can
be discussed as follows:




1)

2)

3)

4)

)

6)

7)

8)

9)

Encourages Team Spirit:

In organizations, group of individuals work together. There may be existence of conflicts,
disputes between individuals, departments and employer and employees regarding
organizational policies, roles and responsibilities etc. Coordination arranges the work in such
a way that minimum conflicts are raised. It increases the team spirit at work place.

Gives Proper Direction:

Coordination integrates departmental activities for achieving common goal of the organization.
The work is arranged in a very systematic way. The interdependence of departments gives
proper direction to the employees.

Facilitates Motivation:

Coordination motivates the employees to take initiative while completing their assigned task.
An effective co-ordination increases efficiency and results into growth and prosperity of the
organisation. A prosperous organisation ensures job security, higher income, promotion and
incentives. Such monetary and non- monetary incentives provide job security and motivate the
employees for hard work.

Optimum Utilization of Resources:

Managers try to integrate all the resources systematically. It helps in utilizing all available
resources at its optimum level. Co-ordination also helps to minimize the wastage of resources
and control the cost of work.

Achieve Organizational Objectives:

Co-ordination leads to minimize the wastages of materials, idle time of employees, delay in
completion of targets, departmental disputes etc.to a great extent. It ensures smooth working
of the organization in the process of achieving the objectives of the organization.

Improves Relation:

Co-ordination develops cordial relations between all the levels of management of an
organization. Every department depends on functioning of other department. For example,
sales department works according to production department, Production department depends
on Purchase department and so on. Coordination helps the employees to build strong relations
among them and achieve the given targets.

Leads to Higher Efficiency:

With the help of optimum utilization of resources and effective integration of resources, the
organization can achieve high returns in terms of high productivity, high profitability as well
as can reduce the cost. Thus, co-ordination leads to higher efficiency.

Improves Goodwill:

Higher sales and higher profitability can be achieved due to synchronized efforts of
organizational people, strong human relations and lower costs. It directly results into creating
goodwill for organization in the market. It reflects on market value of shares as well as it helps
in building good image in society.

Unity of Direction:

Different activities are performed by different departments. Coordination harmornizes these
activities for achieving common goal of organization. Thus, coordination gives proper direc-
tion to all departments of the organization.
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10) Specialization:
All departments of the organization are headed by experts in their respective fields. The
specialized knowledge of these departmental heads helps in managerial decisions. It leads
organization to march towards growth and success in the competitive world of business.

Management cannot bring together the different elements into one harmonious whole without
proper coordination among all the members of the group.

According to Mary Parker Follett, Co-ordination is the '~Plus-value of the group".

2.2.6 Controlling:
Meaning:

Controlling function is required in all types of organizations whether profit making or non-
profit making. Similarly, it is performed at all levels i.e. top, middle and lower levels of management
Controlling is indispensable function of management. The effectiveness of planning function can
be determined with the function of controlling. Planning and controlling are major parts of the
management cycle.

Controlling is a function of comparing the actual performance with the predetermined stand-
ard performance. It measures deviation, if any, identifies the causes of deviation and suggests cor-
rective measures. The process of controlling helps in formulation of future plans also.

Process of controlling :

Measurement S
. : .| and Findin
Standards = of performace ftons
= :
£ Corrective Analysing causes
'S action of deviation
<

Definitions:
Following are some of the important definitions of controlling:

1) Koontz and O'Donnell: "Managerial control implies the measurement of accomplishment
against the standard and the correction of deviations to assure attainment of objectives according to
plans".

2) Dale Henning: "Control is the process of bringing about conformity of performance with
planned action."

3) Philip Kotler: "Control is the process of taking steps to bring actual results and desired re-
sults closer together.™




Importance of Controlling:

Controlling is important in maintaining standards and to achieve desired goals effectively and

efficiently. It is a function of checking the performances of employees at every stage of their work in
process. The importance of controlling function in an organization is as follows:

1)

2)

3)

4)

5)

6)

7

8)

Fulfilling Goals of Organization:

Controlling is the function of measuring the performances at every possible stage, finding out
the deviations, if any; and taking corrective actions according to planned activities for the
organization. Thus, it helps in fulfilling the organizational goals.

Making Efficient Utilization of Resources:

Various techniques are used by managers to reduce wastage of material and spoilage of other
resources. Standards are set for every performance. Employees have to follow these standards.

As the effect of this, the resources are used by employees in the most efficient and effective
manner so as to achieve organizational objectives.

Accuracy of Standards:

An efficient control system helps management in judging the accuracy of standards whether
they are accurate or not. Controlling measures are flexible to some extent. So after reviewing
them according to changing circumstances, they are revised from time to time which is bene-
ficial for checking performances accurately.

Motivates Employee:

After setting standards of checking performance, they are communicated to employees in
advance. Due to this, employees get an idea about what to do and how to do. Performances
are evaluated and on that basis employees are rewarded in the form of increment, bonus,
promotion etc. It motivates the employees to perform at their best level.

Ensures Order and Discipline:

Controlling is the function of order and maintaining discipline. It works for reducing
unprofessional behavior of the employees. Discipline is maintened by continuous checking of
performances by the superiors and preventive actions are taken to minimize the gap between
actual and standards.

Facilitates Co-ordination:

Control is a function in which the roles and responsibilities of all departmental managers
and the subordinates are designed clearly. Coordination between them helps to find out the
deviations in their respective departments and to use remedial measure for desired results of
the organization.

Psychological Pressure:

The performances are evaluated with the standard targets. The employees are very well aware
that their performance will be evaluated and they will be rewarded accordingly. This psychological
pressure works as a motivational factor for empolyees to give their best performance.

Ensures Organizational Efficiency and Effectiveness:

Factors of control include making managers responsible, motivating them for higher
performance and achieving departmental coordination. It ensures about organizational
efficiency and effectiveness.




9) Builds Good Corporate Image:

Controlling function helps to improve the overall performance of the organization. Minimum
deviation in predetermined standards and actual performance results into the progress of
business. It can be achieved with the help of proper control. This builds good corporate image
and brings goodwill for the business.

10) Acts as a Guide:

Controlling function provides set of standard performance. Managers as well as subordinates-
work according to it. Wherever necessary, they can take the help of these standards and can
achieve desired results. Thus, controlling function acts as a guide for everyone. The steps
taken for controlling an activity guide the management while planning the future activities.

Comparative Study / Dstinguish between.

Planning | Organizing Staffing | Directing | Coordinating Controlling
1 Meaning

Planning Organising The staffing | Directing is Coordination | Controlling is the
is deciding | is the process [ function the guidance | is orderly process of taking
in advance | of defining pertains inspiration, arrangement | steps to bring
what to do [ and grouping | to the the leadership | of group actual results and
how to do it, | the activities |recruitment, |ofthose men |efforts to desired results
when to do | of the selection, and women provide unity | closer together.
it and who is | enterprise and | development, | constitute of action in
to do it. establishing | training and | the real case | the pursuit of

the authority | compensation | responsibilities | common goal.

relationships of of

among them. subordinate | management.

managers.

2 Objective

To set goals To identify | To appoint | To direct the To ensure To ensure that
and choosing | and bring right type of | subordinates to [harmony of | the objectives
the means to together all | people at the | get the things efforts of the | are achieved
achieve these |required right posi- done in the right | employees for | according to
goals. resources. tions and the | manner. smooth the plan.
right time. functioning of
organization.




Planning | Organizing | Staffing | Directing | Coordinating | Controlling
3. Area of function
It includes It includes It includes It includes It includes It includes
setting identification | recruitment, | instructing, integration of | setting up of
objectives by | and grouping | selection, guiding, efforts of top | standards,
identifying of activities, |training, inspiring, level, middle | measurement,
the ways of assigning the | development | communicating | level and and
attaining the [ work and and com- and lower level. comparison
goal and establishing | pensation motivating with actual
selecting the the authority | of human the human performance
best plan. relationship. | resources. resources. and taking
corrective
steps
whenever
necessary.
4. Factors
Internal and Internal and | Staffing Directing Itis Internal and
external external is mostly is concerned harmonization | external
factors are factors are concerned directly with of human factors are
considered in [ considered in [ with internal | internal factors |resources, so |taken into
planning arrangement | factors. I.e. human it is concerned | account
process. of resources. resources. with internal | for taking
factors. corrective
action.
5. Order
It is the It is based on | It follows It follows Itis an Itis an end
basic first planning. organizing organising and | important function of
function of function. staffing for element of management
management execution of organizing process.
process. planning. which follows
planning.
6. Resources
Planning is All available | It is the It gives direction | It is related It is related
done as per the | resources i.e. | process to the employees [ to human to all
requirement men, money, |relating to regarding use of | resources. organizational
and material, organization | other resources. resources
availability of [ machine and [ of human which help
resources. method are | resources. to achieve
arranged in goal of
a systematic organization.
manner.




7. Nature
It is continuous | It takes Itisa This continuous | This is a It is the
in nature. It place till the [continuous | process is continuous process which
exists in the time all the | process as it [necessary in process starts once the
whole life of [ resources are | deals with the process of related to all | actual plan is
orgazation. collected and | employees achievement of | managerial executed.
arranged. i.e. human the goals. levels.
resources.
8. Level of Management
Top Top and Middle level | Middle level It is related Top and
management is [ middle level | management | management to all the middle level
concerned with | management | is related 1s involved in levels of management
planning the s related with | with directing the management | are
activities. organizing recruitment, |employees. to achieve responsible
the required | training and the goal of for controlling
resources. selection organization. [ the activities.
Top level is
concerned
with
promotion
and
compensation.
C Summary )

Every type of organization needs to focus on effectiveness of managerial functions. These are
pervasive in nature. Managing all business activities with the help of employees is a decision making
process. The starting point of cycle of management functions is planning and last point is controlling
which is again the basis of next plan of organization. The goal of organization can be achieved
within predefined period with the help of proper applications, reviews and revisions of application
of plans and policies.

Management functions are listed in short as follows:

1.  Planning: It is the fundamental function which gives an outline about where to go, how to go
and reduces the risk of uncertain future with the help of forecasting.

2. Organizing: The synchronization and combination of workforce, physical, financial and
information resources are established in the process of organizing.

3.  Staffing: It is the process of attracting, recruiting, selecting, placing, appraising, remunerating,
developing and retaining the best workforce.

4.  Directing: It refers to a process or technique of instructing, guiding, inspiring, counselling,
overseeing and leading people towards the accomplishment of organizational goals.

5. Coordinating: It is the integration and synchronization of the efforts of group so as to provide
unity of action for organizational goals.




6. Controlling: It is a process of comparing the actual performance with the predetermined
standard performance. It measures deviation if any, identifies the cause of deviation and sug-
gests corrective measures.

< Just to know >

"Functions of Managers in a Modern Organization"

Critically asses and evaluate what functions managers perform in a Modem organization
and what skills they require? There are different views on what functions manager should perform
within a modern organization and which skills they require.

There is great competition for job in the modern world as new applicants from all over the
globe can offer new and exciting differences to a business. These individual and unique skills
are those which separate a good manager from the rest. Companies look for a mix of skills and
experience depending on the business itself, including personal qualities, habits and social grace.
These certain skills include personal qualities such as a positive attitude, which can be reflected
into other employees as a manager is usually seen as a role model. As well as they also require
good communication skills not only to talk to an individual but also to listen and become aware
of current issues. 'Active listening helps managers gather relevant information'. However, it must
be taken into account that due to the globalization, individuals come from different cultures and
backgrounds for taking management jobs. This may create problems. Different managers learn
different techniques and work within different conditions across the globe. This may be a problem
as management as a whole may be done differently.

’ N
N EXERCISE 4

Q.]) (A) Select the correct option and rewrite the sentence.

1)  The functions of management start with ............... function.
a) organising  b) planning ¢) coordinating

2)  The functions of management end with ...............
a) directing b) staffing ¢) controlling

3) sets out standards for controlling.

a) Staffing b) Planning c¢) Coordinating

4)  Organization function is important for execution of the plans which have been prepared by
............... management.

a) top level b) middle level c) lower level
5) is the function which supports to activate the plans with the help of employees.
a) Staffing b) Directing c¢) Co-ordinating
[0) I is the function of execution according to the plan and the organizational structure.
a) Controlling  b) Directing ¢) Staffing
7) arranges the work in such a way that minimum conflicts are raised.
a) Co-ordinating b) Organizing c¢) Controlling




(B)

Match the pairs.

Group 'A' Group 'B’
A) | Planning 1) [Itis the process of instructing, guiding, communicating
and motivating.
B) | Organizing 2) |It is an integration and synchronization of the efforts
of group.
C) [ Staffing 3) [Deciding in advance what to do, how to do, when to do
and who is to do it.
D) [Directing 4) | Management is what manager does.
E) [Coordinating 5) | To focus on the role of manager.
6) [Decides the ways and means to achieve what has been
planned.
7) |1t is the process of comparing the actual performance
with the pre-deterined standard performance.
8) |Itis a set of principles.
9) |1t is the process of recruiting, selecting, placing and
remunerating.
10) [ To manage is to forecast and plan.
(C) Give one Word / Phrase / Term for the following statements.
1)  The right person at the job with right pay.
2) A person who shows the correct path as well as guides employees in solving the problems.
3)  First function of management.
4)  Last function of management.
5)  Itis an intellectual process of logical thinking and rational decision making.
6)  The term that is used to denote the structure.
7) It is the process of attracting, recruiting, selecting, placing, appraising and remunerating the
people.
8)  The process that leads the employees towards the accomplishment of organizational goals.
9) Itincreases the team spirit of work place.
10) It is the process of comparing the actual performance with the predetermined standard
performance.
(D) State whether following statements are true or false.
1)  Every function of management is not based on planning.
2)  Specialization in activities leads to increase in organizational efficiency.
3)  Qualified, efficient and skilled work force is always an asset of the organization.
4)  Cooperation is not necessary for smooth flow of organizational activities.
5)  Coordination motivates the employees to take initiative while completing their assigned task.
6)  Standards are not set for every performance in controlling function.
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(E)
1)
2)
(F)
)
2)
3)
4)
5)
6)
7
G)
)
2)
3)

(H)
1)
2)
3)
4)
5)
)
1))
2)
3)

4)
5)
Q)
1)
Q.2

Q3
1)

Find the odd one.
Planning, Organizing, Staffing, Writing.

Selecting, Training, Co-ordinating, Placing

Complete the sentences.
The tasks of getting the things done by others is known as ............. .

The functions of manager start with ............. .

The ............. function of management initiates action

Recruitments are done under ............. function.

............. is the fundamental function of management.

............. integrates departmental activities for achieving common goal of the organization.
............. is the last function of management.

Select the correct option from the bracket.
Planning is a detailed programme of (present/future/past) course of action.

Directing is a responsibility of (manager/workers/people) at all levels.

Quualified, efficient and skilled workforce is always an (liabilities/assets/expenses) of the
organization.

Answer in one sentence.

What is management?

What is planning?

What is staffing?

What is directing?

What is controlling?

Correct the underlined word and rewrite the following sentences.
Factors of business environmert are always fixed.

Staffing is concerned with machines.

Directing is a function of comparing the actual performance with the predetermined
performance.

Co-ordination helps to maximize the wastage of resources and controls the cost of work.
Controlling measures are rigid to some extent.

Arrange in proper order.
Controlling, Organizing, Planning. 2. Directing, Co-ordinating, Staffing.

Explain the following terms/concept.
1. Management 2. Planning 3. Organizing 4. Staffing 5. Directing

Study the following case/situation and express your opinion.

Mr. Ram, an emergining entrepreneur has designed a structure of his business organization by
taking into consideration the required resources such as land, money, machinery, workforce
etc, for his new business. He appointed Mr.Shyam as a manager. Mr.Ram has assigned the
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2)

Q.4
1)

Q.5
y
2)
3)
4
S)
Q.6
Y
2)
3)
4)
S)

Q.7
1)
2)
3)
4)
5)
0)

responsibilities such as recruitment, selection, training and development and to determine the
remuneration of the employees' to Mr.Shyam. Mr. Ram has also appointed Mr.Shubham to
supervise the work done by the employees according to the standards given to the employees.
Mr.Shubham has to also suggest the remedies to the employees wherever necessary.

On this context, find out the management functions performed by
1. Mr. Ram ii. Mr.Shyam iii. Mr.Shubham

In XYZ Company, Mr. Lele gives instructions to the employees working under him, provide
guidance and motivates them for their best performance. On the other hand Mr.Sayyad takes
effort to harmonize the work done by the employees of different departments while achieving
organizational goal. Mr.Desai is looking after the arrangement of required resources to the
business organization.

Mention the name of employee engaged in following functions:
1. Organization i1. Direction iii. Coordination

Distinguish between.

Planning and organizing 2. Organizing and staffing 3. Staffing and directing 4. Directing and
controlling 5. Co-ordinating and controlling 6. Planning and Controlling 7. Organising and
Directing 8. Organising and Co-ordinating

Answer in brief.

Explain any five points of importance of planning.
Explain any five points of importance of organizing.
Describe any five points of importance of staffing.
Explain any five points of importance of directing.
Describe any five points of importance of coordinating.

Justify the following statements.
Planning is the first function of management.

Controlling is the last function of management.
Organizing facilitates administration as well as operation of the organization.
Right person at right job with right pay is the basic principle of staffing.

Co-ordination between different functions and all levels of management is the essence of
organizational success.

Attempt the following.
Explain the importance of planning.

Describe the importance of organizing.
Explain the importance of staffing.
Explain the importance of directing.
Describe the importance of coordinating.

Explain the importance of controlling.




Q.8 Answer the following.

1)  Define the term planning and explain the importance of planning.

2)  What is organizing? Explain the importance of organizing.

3)  What do you mean by staffing? Describe the importance of staffing.

4)  Give the definition of directing and explain the importance of directing.
5)  What is coordinating? Describe the importance of coordinating.

6)  Define the term controlling and explain the importance of controlling.

A.1 (A) 1)Planning 2) controlling 3) Planning 4) top level 5) Directing

6) Directing 7) Coordination

(B) A-3, B-6, C-9, D-LE-2

(C) 1) Staffing 2) Director 3) Planning 4) Controlling 5) Planning 6) Organization
7) Staffing 8) Directing 9) Co-ordinating 10) Controlling

(D) True-2,3,5 False-1,4,6

(E) 1) Writing 2) Co-ordinating

(F) 1)Management 2) Planning 3) directing 4) staffing 5) Planning 6) o-ordinating
7) contrrolling

(G) 1) future 2) manager 3) asset

(I) 1) changing 2) humans 3) controlling 4) Minimizes 5) flexible

(J) 1) planning, organizing, controlling 2) Staffing, Directing, Co-ordinating
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3.1 INTRODUCTION

Entrepreneurship is a full time job which requires dedication and hard work. Entrepreneurs
are innovators. They are owners, producers, market creators, decision takers and risk takers.
Entrepreneurs are referred to as fourth 'Factor of Production' along with the other factors such as
land, labour and capital. They generate employment opportunities so they are the backbone of
nation's economic progress. They play a very important role in the development of any country.

3.2 HISTORY

. In the early 16th century the term 'Entrepreneur' was used by Frenchman to denote men leading
in military expeditions.

. Around 1700 A.D. the term was used in France for contractors or architects.

. By the early 18th century the term was applied to Business and economic activities by the

French Economist Richard Cautillon.( Cantilon)

(37)




° In 1848, the famous economist John Sturt Mill described 'Entrepreneurship’ as the founding of
a Private enterprise.

As far as India is concerned, several factors are responsible for the slow growth of
entrepreneurship in pre independent India. At the time of independence, the industrial base of our
economy was very poor. The industries were facing many difficulties, like shortage of raw material,
shortage of capital, marketing problems etc. However, the Indian Government is considerably
enhancing the ease of doing business.

3.3 CONCEPT

The concept of entrepreneur varies from industry to industry, country to country as well as
from time to time.

Economists never had a consistent definition of "entrepreneur™ or "entrepreneurship”. The
word "entrepreneur” comes from the French verb 'entreprendre’, it means "to undertake" .

An entrepreneur is "a person who starts a business and is willing to risk loss in order to make
money".

The common keywords 'businesses' and 'risk' are interrelated. If there is no real business or
risk, a person cannot be called as an entrepreneur.

. The small businessman who has founded your neighborhood grocery shop is an entrepreneur.
. The founder of the startup laundry service across the street is an entrepreneur.

. The founder of the multi-billion Reliance Co. Ltd. with his hi-tech world-leading application
IS an entrepreneur.

. The freelancing plumber who works for himself and unclogs your drains is an entrepreneur.

Entrepreneurship means the willingness of an individual to start a new business venture by
taking risk and managing it in this technology enabled competitive global environment.

The entrepreneurs are passionate to innovate, lead, invent or pioneer with a disruptive product
or technology.

The size of the business, the type of work involved, the age or the formal education of the
entrepreneur etc. do not restrict the entry of the entrepreneur. Similarly, the label of success or failure
also does not matter.

Entrepreneurs are the people who have the courage to offer and to share an idea or a product
or a service with the world. They try to make market a better place where the needs of consumers can
be satisfied.

3.4 DEFINITIONS

. Howard Stevenson, alongtime professor at Harvard Business School, defines, "Entrepreneurship
is the pursuit of opportunity beyond resources controlled."

. Webster dictionary gives a definition, "An entrepreneur is a person who starts a business and
is willing to risk loss in order to make money."




The Oxford English Dictionary defines "an entrepreneur is a person who organizes and operates
a business or businesses, taking on greater than normal financial risks in order to do so."
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CHARACTERISTICS OF AN ENTREPRENEUR

Entrepreneurs have some special characteristics like creative thinking, imagination,

enthusiasm, sincerity etc. The characteristics of an entrepreneur may be briefly stated as follows:

1) Intellectual Capabilities:
An entrepreneur is a creative thinker. He has reasonably good intelligence. He has ability to
analyze business situations. This ability will help him to take proper decisions.

2) Future Vision:
The entrepreneur has a good foresight about future market situation. He should also have
knowledge about external business environment. This will help him to take proper decisions
according to the situations and changes in the market. So, he can take timely actions for the
same.

3) Hard Work:
An entrepreneur is ready to work hard. It is more necessary when a new venture is started.
He has to work for long hours. Many a times he has to handle the main areas of business
independently. This will make him successful.

4) Technical Knowledge:
An entrepreneur has good technical knowledge about his business. The entrepreneur has the
ability to update himself with the latest knowledge about the product, process and technology.

5) Communication Skills:
An entrepreneur needs to communicate with different people like customers, suppliers,
creditors, employees, etc. He must be able to express his ideas and strategies effectively. It
is necessary that there is a proper understanding between the sender and the receiver of the
message.

6) Highly Optimistic:
An entrepreneur has to always think positively. He is always hopeful and confident about the
market situations even in failure times. Such positive attitude helps him to run his business
successfully.

7) Risk bearing capacity :
Successful entrepreneur takes calculated risks. He is ready to face challenges and always
seeks new and more opportunities.

8) Self Confidence:
An entrepreneur has self-confidence. He has positive desires to achieve his goals. Such self-
motivation keeps him strong and confident to face various obstacles.

3.6 QUALITIES OF A SUCCESSFUL ENTREPRENEUR

Successful business people have many Qualities in common with one another.

1.

Disciplined :
These individuals are focused on making their businesses work, and eliminate any hindrances

(39)




2)

3)

4)

5)

6)

7

8)

9)

10)

or distractions to their goals. An entrepreneur has comprehensive strategies and outline the
tactics to accomplish them. Successful entrepreneur is disciplined enough to take steps every
day towards the achievement of his objectives.

Confidence :

The entrepreneur does not ask questions about whether he can succeed or whether he is worthy
of success. He is confident with the knowledge that he will make his businesses succeed. He
shows that confidence in everything he does.

Open Minded :

Entrepreneur realizes that every event and situation is a 'business opportunity. Ideas are
constantly being generated about workflows and efficiency, people skills and potential new
businesses. He has the ability to look at everything around him and focuses it towards his
goals.

Self Starter :

Entrepreneur knows that if something needs to be done he should start it himself. He sets the
parameters and makes sure that projects follow that path. He is proactive, not waiting for
someone to give him permission.

Competitive :
Many companies are formed because an entrepreneur knows that he can do a job better than

others. He needs to win the game of business. An entrepreneur will highlight his own company's
track record of success.

Creativity :
One aspect of creativity is being able to make connections between seemingly unrelated events

or situations. Entrepreneur often comes up with solutions which are the synthesis of other
items. He will repurpose products to market them to new industries.

Determination :

Entrepreneur is not thwarted by his defeats. He looks at defeat as an opportunity for success.
He is determined to make all of their endeavors succeed, so will try and try again until it does.
Successful entrepreneur does not believe that something cannot be done.

Strong communication skills :

The entrepreneur has strong communication skills to sell the product and to motivate employees.
Most successful entrepreneur knows how to motivate his employees so the business grows
overall. He is very good at highlighting the benefits of any situation and coaching others to
their success.

Strong work ethic :

The successful entrepreneur will often be the first person to arrive at the office and the last one
to leave. He will come on his days off to make sure that an outcome meets his expectations.
His mind is constantly on his work, whether he is in or out of the workplace.

Passion :

Passion is the most important trait of the successful entrepreneur. He genuinely loves his work.
He is willing to put in those extra hours to make the business succeed because there is a joy
his business gives which goes beyond the money. The successful entrepreneur will always be
reading and researching ways to make the business better.




3.7 FUNCTIONS OF AN ENTREPRENEUR

1)

2)

3)

4)

5)

6)

7)

Innovation:

An entrepreneur is basically an innovator. He introduces new combinations of means
of production. He must introduce new products or bring changes in the existing products.
Customers are satisfied with new products or new features in the existing products. Innovation
is also necessary to solve problems that arise in the business.

Determination of Objectives:

An entrepreneur has to determine the aims and objectives of the business. There may be
difference between primary and secondary objectives of the enterprise. He can change these
objectives as per the market situations.

Development of Market:

The entrepreneur has to find out different ways for marketing the products and services of his
enterprise. He can conduct surveys or research to understand the customer's demand. When the
markets are developed constantly, the demands of the consumers will increase.

New Technology:

In global world, everyday there is an invention of new technology. Introduction of new
technology will always result in growth of business e.g. new machinery, advanced technology,
new and scientific methods of production, etc.

Good Relations:

It is necessary to maintain healthy working atmosphere in an organization. It depends upon the
efficient relations between subordinates and superiors. Co-ordination among the employees is
the key of success.

Organizing Funds:
Entrepreneur needs to find out different financial resources because adequate and continuous

finance is always necessary for business. Good and honest relations with the investors is
necessary for every business.

Taking Decisions:

An entrepreneur has to take wise decisions for his enterprise. Timely and correct decisions are
also important and necessary for a proper business plan. He should always consider the pros
and cons before taking any business decision.

3.8 ENTREPRENEURSHIP DEVELOPMENT

3.8.1. Meaning

Entreprenuership is a purposeful activity of an individual or a group of associated individuals,

undertaken to initiate, maintain and aggrandize profit by production and distribution of economic
goods and services.

3.8.2 Characteristics of Entrepreneurship

Entrepreneurship is a process of setting up a new business organization. It is the process where

one decides to build a business career by finding the market options and mobilizing the available
resources. The following are the characteristics of entrepreneurship.
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3.8.3

1)
2)

1)

Innovation- Entrepreneurship is an innovation. The introduction of new combination of various
factors of productions is innovation. A new product arrives in the market, uses new production
technology, discovers new source of supply of raw materials and opens a new market for the
specific product. In view of changing taste of consumers from time to time, entrepreneurship
focuses on the research and development to produce goods to satisfy the customers.

Economic activity- An entrepreneur produces a new product for the customers as per their
needs. He feels the need of this to satisfy human wants and as well in exchange earn a
better livelihood. It is a systematically planned activity as per the skills and knowledge of
entrepreneur. Hence entrepreneurship is an economic activity.

Organization Building- It is an activity where various factors of production have to be
organized. Place utility, time utility, form utility etc. has to be considered to collect them under
one roof for new production.

Creative activity- Innovation should have a strong support of creativity. Introducing creativity
in producing something new is a big challenge for the entrepreneur. Thus creativity is an
essential part of entrepreneurship.

Managerial skill and leadership- A person who wants to be a successful entrepreneur should
have more passion of doing something new than just earning profit. Leadership and managerial
skills are the most important facets of entrepreneurship. Other skills can be considered
secondary. An entrepreneur must have the ability to lead and manage.

Skillful management- The success of any entrepreneurship depends on the management
of the organization. With professional management and skilled managers, entrepreneurship
becomes successful activity.

Risk Bearing- Uncertainty is defined as a risk which can not be insured against and is
incalculable. Entrepreneur is an agent who buys factors of production at certain prices, in
order to combine them into a product, to sell them at uncertain prices in future. Thus they too
are risk-bearing agents in production.

Gap filling function- The most significant feature of entrepreneurship is gap filling. It is
the entrepreneur's job to fill the gap or make up the deficiencies which always exist in the
knowledge about the production function.

Process of Entrepreneurship Development
Training
Entrepreneurship Development Programme (EDP)

TRAINING
The traditional school of thought had been thinking that 'entrepreneurs are born and not made'

where as the modern observation mentions that some entrepreneurs may be born but a large number
of them can be made by education and training. Hence, today there is a need of training to produce
eligible future entrepreneurs.

Training 1s a scheme of instructions which is planned, systematic, consistent, pervasive and

monitored to measure its effectiveness. It is an integral input of managerial development.

Training broadens the vision of entrepreneurs by providing them suitable opportunities

for an interchange of experience within and outside an industry. It builds necessary skills of new
entrepreneurs. It imparts knowledge of marketing of goods, production methods, consumer's
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education etc. Training exposes an entrepreneur to the latest development which can directly or
indirectly affects him.

With the help of training there can be minimization of excessive scraps, defective outputs and
wastages in the production process. Training helps in improving overall efficiency of an entrepreneur.
The process of training helps an entrepreneur to accept new technology, team spirit, standardization,
reduces fatigue, minimizes industrial accidents etc. Some methods of training are lecture method,
demonstration method, individual instructions, group instructions, meetings, conferences, seminars, etc.

2) ENTREPRENEURSHIP DEVELOPMENT PROGRAMMES (EDP)

An entrepreneurship development programme has been defined as 'a programme designed
to help a person in strengthening his entrepreneurial motive and in acquiring skills and capabilities
necessary for playing his entrepreneurial role efficiently'.

EDP is a device through which people with latent entrepreneurial traits are identified, motivated
to take up new industrial venture, trained in managing the unit and guided in all aspects of starting
a venture/an enterprise.

EDP was first introduced in Gujarat in 1970 and was sponsored by the Gujarat Industrial
Investment Corporation. The EDP's are based on McClellands experiments in Kakinanda District of
Andhra Pradesh where businessmen were provided with motivation and training.

The EDP includes following steps:

1)  Arrangement of Infrastructure.

2)  Selection of potential entrepreneur.
3) Identification of enterprise. .

4)  Actual training program

5)  Selection of training personnel.

6)  Selection of method of training.

7)  Actual training.

8)  Monitoring and follow-up.

Objectives of EDP:
The following objectives of EDP are identified.

1)  To foster entrepreneurial growth in the country.
2)  Optimum use of available resources.

3)  Development of backward regions and improving economic status of socially disadvantaged
groups.

4)  Generation of employment opportunities.

5)  Widening base for small and medium scale industries.




3.9 RECENT INITIATIVES IN ENTREPRENEURSHIP DEVELOPMENT

Entrepreneurship is picking up in India. Following are a few initiatives in entrepreneurship
development:

3.9.1. Start up India
Meaning

A start-up is defined as an entity having its headquarter in India, which was opened less
than 10 years ago and has an annual turnover of less than Rs.100 crores. Under this initiative,
the government has already launched the [:MADE program, to help Indian entrepreneurs to build
10 lakh mobile app start-ups. The MUDRA Bank's scheme (Pradhan Mantri Mudra Yojana) is an
initiative by Indian Government which aims to provide micro-finance, low-interest rate loans to
entrepreneurs from low socio-economic backgrounds.

One of the objectives of the Indian Government is to make India a nation of Job creators instead
of job seekers. Thus, the Government wants to encourage entrepreneurship and to promote innovations. It
aims at creating such an ecosystem which will be conducive for the growth of start-ups in India.

Start-up India is an initiative of the Government of India. It was launched in 2016. It aims
at building an ecosystem which will nurture start-ups in the country. So that, sustainable economic
growth and large scale employment opportunities can the generated. Thus, the Government of India
has announced Start up India Action Plan that focuses on the following areas:

1)  Simplification & Handholding: Here, compliance procedures for start-ups will be made easy.
Similarly, if necessary, winding up will also be allowed on fast track basis.

2)  Funding support & Incentives: Government will participate in funding process indirectly as
well as tax exemptions will be allowed in capital gain, income tax etc.

3) Industry - Academia Partnership & Incubation: Under this initiative, Government is
proposing to introduce Start up Fests, to provide Pre - incubation training, to set up incubators
with the help of private sector, to launch innovation focused programs for students and so on.

Objectives of Start ups :
Following are the objectives of Entrepreneurship Development Programme under Start-ups & Stand
ups in India:.

. Rs.10,000 crore startup funding pool.

. Reduction in patent registration fees.

. Improved Bankruptcy Code, to ensure a 90 days exit window.

. Freedom from mystifying inspections for first 3 years of operation.

. Freedom from Capital Gain Tax for first 3 years of operation.

. Freedom from tax for first 3 years of operation.

. Self-glorification compliance.

. To target 5 lakh schools, and involve 10 lakh children in. innovation-related programs.
. Encourage entrepreneurship within the country.

. Promote India across the world as a start-up hub.

. Built Startup Oasis as Rajasthan Incubation Center
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3.9.2 Stand-up India:

Stand-Up India Ecosystem

Bank Branch 1° — Rural Self-Employment Training. Institutes (RESTIS)

Connect Centers . .

SIDBI — \/ocational Training Centers
—» MSME Development Institutions
Bank Branch 2
Lead District |, State SC/ST Dev. & Financial Corporations Industry
Manager — Associations.

Bank Branch 3 — District Industries Centers

Connect Centers [ Dalit Indian Chamer of Commerce & Industry
Bank Branch 4 NABARD —> Skilling Centers

— \Women Enterpreneurial Associations

Stand-Up India Scheme for financing SC/ST and/or Women Entrepreneurs.

Objectives of the Stand-Up India scheme:

The objective of the Stand-Up India scheme is to facilitate bank loans between Rs.10 lakh
and Rs.1 Crore to at least one Scheduled Caste (SC) or Scheduled Tribe (ST) borrower and at least
one woman borrower per bank branch for setting up a greenfield enterprise. This enterprise may be
in manufacturing, services or the trading sector. In case of nonindividual enterprises at least 51 % of
the shareholding and controlling stake should be held by either an SC/ST or Woman entrepreneur.

Eligibility:
1)  SC/ST and/or woman entrepreneurs, above 18 years of age.

2)  Loans under the scheme are available for only green field project. Green field signifies, the
first time venture of the beneficiary in the manufacturing or services or trading sector.

3) Incase of non-individual enterprises, 51% of the shareholding and controlling stake should be
held by either SC/ST and/or Women Entrepreneur.

Nature of Loan:

Composite loan (inclusive of term loan and working capital) between Rs.10 lakh and upto
Rs. 1 crore.

Purpose of Loan:

For setting up a new enterprise in manufacturing, trading or services sector by SC/ST/Women
entrepreneur.

Size of Loan:
Composite loan of 75% of the project cost inclusive of term loan and working capital. However,

it will not be applicable if the borrower's contribution along with convergence support from any other
scheme exceeds 25% of the project cost.




Interest Rate:

The rate of interest would be lowest applicable rate of the bank for that category (rating category)
not to exceed (base rate (MCLR) + 3%+ tenor premium).

Security:

Besides primary security, the loan may be secured by collateral security or guarantee of Credit
Guarantee Fund Scheme for Stand-Up India Loans (CGFSIL) as decided by the banks.

Repayment:
The loan is repayable in 7 years with a maximum moratorium period of 18 months.

Working Capital:
For withdrawal of Working capital upto 10 lakh, the same may be sanctioned by way of overdraft.

Rupay debit card to be issued for convenience of the borrower. Working capital limit above 10 lakh
to be sanctioned by way of Cash Credit limit.

Margin Money:
The Scheme envisages 25% margin money which can be provided in convergence with eligible
Central/State schemes.

3.9.3 Agro Tourism (Rural Tourism): New approach towards Entrepreneurship

Meaning:

In an increasingly mechanized world, many people have lost touch with how their food is
produced or the region where it originated. Agro tourism offers tourists a chance to reconnect with the
land and provides a "hands on experience" with local foods. Agritourism activities include picking
fruits, tending bees, milking cows and other educational pursuits.

Agritourism focuses on travel that is empowering to local communities, both socially and
economically. Recognizing the need to diversify their farm products and supplement their agricultural
incomes, many farmers consider agritourism as a one income option for the long-term sustainability
of their farms. Agritourism can support agricultural economy when local producers can no longer
compete economically.

" The small landholders are the most precious part of a state" Thomas Jefferson
Definition:

"Agritourism is the idea of bringing urban residents to rural areas for leisure travel and
spending."

Agritourism is "a commercial enterprise at a working farm, ranch, or agricultural plant conducted
for the enjoyment of visitors that generates supplement income for the owner."

Agro Tourism in Maharashtra

The State of Maharashtra is the pioneer state to develop & promote agro tourism in the
country. 'Agritourism' or 'agro tourism', as it is defined most broadly, involves any agriculturally
based operation or activity that brings visitors to a farm. Agritourism is a form of niche tourism that
is considered a growth industry in many parts of the world including India, Australia, Canada, the
United States and the Philippines.




Besides growing and selling products, there are many other important aspects to managing
a farm business. Business planning, finding land, managing employees, recordkeeping, adhering to
regulations, insuring crops and preparing for a rainy day and retirement all fall under the heading of
"Farm Management."

Activities in Agro Tourism:
Agritourism and nature-tourism enterprises might include:

. Outdoor recreation (Trekking, fishing, hunting, wildlife study, horseback riding).

. Educational experiences (farming experiences like Rice plantation, cooking experience on
chulha).
. Entertainment (harvest festivals like 'Hurda Party' in Maharashtra).

. Hospitality services (farm stays, guided tours or outfitter services).
. On-farm direct sales (u-pick operations or roadside stands).

Happy customers will definitely return. They'll also tell their friends and family about farm.
Farmers can add value to your guests' experiences by offering them refreshments. They can Select
products that compliment what they produce on farm, such as milk or butter samples, fresh food,
Fresh fruit juice etc.

With time and creativity, farmers can expand their recreation enterprise, through fun,
entertaining activities such as contests, adult and children’s classes, or games. Children love straw
mazes, pumpkin painting and scarecrow making. Adults may enjoy historic displays or classes on
painting.

< Just to know >

e  The women Enterpreneurship platform (WEP) is unified access portal, which brings
together women from different regions of India, across economies to realize their
entrepreneurial aspriations. The idea of the platform was first mooted by Shri Amitabh
Kant CEO, NITI Aayog who announed the setting up of a woman enterepeneurship
platform in Niti Aayog at the conclusion of the 8th Global Entrepreneurship Summit
(GES) held in Hydrabad in 2017.

e WEP aims at building an entrepreneural ecostystem only for women. It will provide
information about existing government schemes and initiatives in private sector to
promote women enterprenership.

e  WEP has tied up with many organisations such as NASSCOM, SIDBI, FICCI etc. Such
organisations will work as mentor for women entreprenurers.

e  This platform will substantially increase the number of women entrepreneures.

3.10 INTRAPRENEURS :

An intrapreneur is an employee who has the authority and support of his company/employer
to implement his own innovative and creative ideas. His idea or product may or may not earn
immediate revenue for the company. Still, the employee keeps receiving his salary. So, the main
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difference between an intrapreneur and an entrepreneur is that, the later takes financial risk while
the intrapreneur does not have to invest any capital from his pocket. The copany provides the
infrastructure. Many large organisations have dedicated Research and Development Departments
where employees are encouraged to use their creative abilities. Such an idea or innovative product
may fetch great profits for the organisaiton. Kinetic India, Tata Motors, Infosys Technologies etc.
are some of such companies who encourage intrapreneurship.

Definitions :

1) By Gifford Pinchot ill, "Intrapreneurs are the dreamers who take hands-on responsibility for
creating innovation of any kind, within a business."

2) By Hisrich and Peters, "Intrapreneurship is the entrepreneurship within an existing
organisation”.

< Just to know >

e  The idea of having mobile charger in the bike came from one of the employee of 'Kinetic
India'".

e 'TataSumo'one ofthe passenger vehicles of Tata Motors was named after Padma Bhushan
Mr.Sumant Moolgaokar, Architect of Tata Motors, as a tribute to his contribution to the
company.

e The 'Like' button on Facebook was a brain-child of an employee of 'Facebook'. The
company provides a platform to its engineers and coders to create and develop innovative
ideas.

e  Sony playstation was created by a junior member of one of the staff of sony corporation.

( Summary )

Entrepreneurship is a full time job which requires dedication and hard work. Entrepreneurs
are innovators. They are owners, producers, market creators, decision takers and risk takers.
Entrepreneurs are referred to as fourth 'Factor of Production' along with the other factors such as
land, labor and capital. They generate employment opportunities so they are the backbone of nation's
economic progress. They play a very important role in the development of any country.

Characteristics of an entrepreneur

Intellectual Capabilities Future Foresight

Hard Work Technical Knowledge
Communication Skills Highly Optimistic

Risk taking capacity Self Confidence

Qualities of a Successful Entrepreneur:

Disciplined Confidence

Open Minded Self Starter

Competitive Creativity

Determination Strong communication skills
Strong work ethic Passion
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Functions of an Entrepreneur

Innovation Determination of Objectives
Development of Market New Technology
Good relations Organising funds

Taking decisions

Entrepreneurship Development
Characteristics of Entrepreneurship

1)  Innovation 2) Economic activity
3)  Organisation building 4) Creative activity
5)  Managerial skill and leadership 6) Skillful management
7)  Risk bearing 8) Gap filling function
Process of Entrepreneurship Development

Training

EDP

Recent initiativies in Entrepreneurship Development
Start Up India

Stand Up India

Agro Tourism

Intrapreneurs

~ AN
N EXERCISE )

Q.1 A) Select the correct option and rewrite the completed sentences:
1)  The word 'entrepreneur’ is derived from the ................ word 'entreprendre’.
a) Japanese b) English c) French

2)  'Entreprendre’ meansto ...............

a) Undertake b) Enterprise ¢) Businessman
3)  Start Up India is an initiative of the ------------------
a) RBI b) Government of India c) World Bank
R is the idea of bringing urban residents to rural areas, by empowering to local

communities, both socially and economically.
a) Agro tourism b) Medical tourism c) Entertainment




B)

Match the correct pairs:

Group 'A' Group 'B'
A) | Gap filling function 1) 2016
B) | Enterpreneur 2) Employmenmt
C) | Agro tourism 3) Old methods of production
D) | Technology 4) 2019
E) | Start up India 5) Self motivated
6) Rural tourism
7 Entrepreneurship
8) Latest knowledge
9) Necessity Based
10) |Medical tourism
C)  Write a word or phrase or a term which can substitute each one of the following:
1)  Anundertaking or adventure involving uncertainty and risk and requiring innovation.
2) A function of creating something new for an economic activity.
3)  Aperson who is an innovator who introduces new combinations of means of production.
4)  The process of enhancing entrepreneurial skills and knowledge through structured training and
institution building programmes.
5)  The process that motivates a person into action and induces him to continue the course of
action for the achievement of goals.
6)  An employee who has an authority and support of the organisation to implement his creative
ideas.
D) State whether the following statements are True or False.
1)  An entrepreneur should not be ready to work hard.
2)  Agritourism can support agricultural economy.
3)  Successful businessman takes calculated risk.
4)  Entrepreneurship is a full time job which requires dedication and hard work.
5)  Startup India is an initiative of the Government of France.
E) Find the Odd one out:
1) Communicator, Innovator, Self-starter, Inactive.
2)  Trekking, Wildlife study, Horseback riding, Indoor games.
3)  Innovation, Lack of communication, Development of market, Determining the objectives.
F)  Complete the sentences:
1)  Anentrepreneur is a person who starts a .......c...cecceeueeee. .
2)  'Start- up' India initiative was launched in ........................ .




G)

Select the correct option.
(Innovation, Niche tourism, Agro tourism, Enterpreneurship)

Group A Group B
I) | Theidea of bringing Urban resident| ..,
to agricultural farm
2) |Agro-tourismisaformof [ L
3) | To introduce new combination
of products & features
4) | A full time job which requires,
dedication & Hard-work.
H)  Answer in one sentence.
1)  What is Agro tourism?
2)  Who is 'Entrepreneur'?
3)  Who described 'Entrepreneurship’ as the founding of a private enterprise?
) Correct the underlined word & rewrite the sentence.
1.  The word 'Entrepreneur' comes from the German verb entreprendre, it means' to undertake’ .
2. Entrepreneurs try to make home a better place where the needs of consumers can be satisfied.
3. The loan taken under stand-up India scheme is repayable in ten years.
Q.2. Explain the following terms/concepts;-
1) Entrepreneur 2. Agro- tourism
3)  Start-ups 4. Stand-ups 5) Intrapreneur
Q.3 Study the following case/ situation and express your opinion.
Mr. Soham is young MBA degree holder, Mr. Navin is B.Com graduate. Mr. Soham is willing
to start dairy farm at his village. Mr. Navin is willing to work as cashier in Private Company.
i) Find out dream of 