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RATIONALE

In the present day scenario, it has become imperative to impart entrepreneurship and
management concepts to students, so that a significant percentage of them can be directed
towards setting up and managing their own small enterprises. It may be further added that an
entrepreneurial mind set with managerial skill helps the student in the job market.The
students can also be introduced with Startup and Smart Technology concept, which shall
radically change the working environment in the coming days in the face of Industry 4.0

In this subject, the Students shall be introduced/ exposed to different concepts and

Terminologies in brief only, so that he/she canhave broad idea about different concepts/items
taught in this subject. Solving numerical problem on any topic/item is beyond the scope of this

subject.

OBJECTIVES

Afterundergoingthiscourse, thestudentswillbeableto:

KnowaboutEntrepreneurship, TypesofIndustriesand Startups
Knowaboutvariousschemesofassistancebyentrepreneurialsupportagencies
Conductmarketsurvey
Prepareprojectreport
knowthemanagementPrinciplesandfunctionalareasofmanagement
Inculcateleadershipqualitiestomotivateselfandothers.
Maintainandbeapartofhealthyworkcultureinanorganisation.
UsemodernconceptslikeTQM
KnowtheGeneralSafetyRules
KnowaboutlOTanditsApplicationinSMART Environment.




DETAILEDCONTENTS

Entrepreneurship

Concept/MeaningofEntrepreneurship
NeedofEntrepreneurship
Characteristics,QualitiesandTypesofentrepreneur,Functions
Barriersinentrepreneurs

Entrepreneursvrs.Manager

FormsofBusinessOwnership:Soleproprietorship, partnershipformsandothers
TypesofIndustries,ConceptofStart-ups
EntrepreneurialsupportagenciesatNational,State,DistrictLevel(Sources):
DIC,NSIC,0SIC,SIDBI, NABARD, Commercial Banks, KVIC etc.
TechnologyBusinessIncubators(TBI)andScienceandTechnologyEntrepreneurParks

MarketSurveyandOpportunityldentification(BusinessPlanning)

BusinessPlanning

SSI,AncillaryUnits, TinyUnits,ServicesectorUnits
TimeschedulePlan,AgenciestobecontactedforProjectimplementation
AssessmentofDemandandsupplyandPotentialareasofGrowth
IdentifyingBusinessOpportunity

FinalProductselection

ProjectreportPreparation

Preliminaryprojectreport
Detailedprojectreport, Technoeconomic Feasibility
ProjectViability

ManagementPrinciples

Definitionsofmanagement

Principlesofmanagement
Functionsofmanagement(planning,organising,staffing,directingandcontrollingetc.)
LevelofManagementinan Organisation

FunctionalAreasofManagement
a) Productionmanagement
e Functions,Activities
e Productivity
e (Qualitycontrol
e ProductionPlanningandcontrol
b) InventoryManagement
e NeedforInventorymanagement
e Models/Techniquesoflnventorymanagement
¢) FinancialManagement
¢ FunctionsofFinancialmanagement
e ManagementofWorkingcapital
e Costing(onlyconcept)
e BreakevenAnalysis
e BriefideaaboutAccountingTerminologies:BookKeeping,Journalentry, Petty
Cash book, P&L Accounts, Balance Sheets(only Concepts)
d) MarketingManagement
e ConceptofMarketingandMarketingManagement
e MarketingTechniques(onlyconcepts)
e Conceptof4Ps(Price,Place,Product, Promotion)
e) HumanResourceManagement
¢ FunctionsofPersonnelManagement 3



e ManpowerPlanning,Recruitment,Sourcesofmanpower,Selectionprocess,
Method of Testing, Methods of Training & Development, Payment of Wages

6. LeadershipandMotivation
a) Leadership
e DefinitionandNeed/Importance
e Qualitiesandfunctionsofaleader
e ManagerVsLeader
e StyleofLeadership(Autocratic,Democratic,Participative)
b) Motivation
e Definitionandcharacteristics
e Importanceofmotivation
e Factorsaffectingmotivation
e Theoriesofmotivation(Maslow)
e Methodsoflmproving Motivation
e ImportanceofCommunicationinBusiness
e TypesandBarriersof Communication
7. WorkCulture, TQM&Safety
e HumanrelationshipandPerformanceinOrganization
e RelationswithPeers,SuperiorsandSubordinates
e TQMconcepts:QualityPolicy,QualityManagement,Quality system
e Accidents and Safety, Cause, preventive measures, General Safety Rules ,Personal
Protection Equipment(PPE)
8. Legislation
a) IntellectualPropertyRights(IPR),Patents,Trademarks,Copyrights
b) FeaturesofFactoriesAct1948withAmendment(onlysalient points)
c) FeaturesofPaymentofWagesAct1936(onlysalientpoints)
9. SmartTechnology
e ConceptoflOT,HowlOTworks
e ComponentsoflOT,CharacteristicsoflOT,CategoriesofIOT
e Applications of IOT- Smart Cities, Smart Transportation, Smart Home, Smart
Healthcare,SmartIndustry,SmartAgriculture,SmartEnergyManagementetc.
SyllabustobecoveredbeforelA:Chapter1,2,3,4
RECOMMENDEDBOOKS
1. Entrepreneurship DevelopmentandManagementbyR.KSinghal, KatsonBooks., New
Delhi
2. EntrepreneurshipDevelopmentandManagementbyUSarojandVMahendiratta,
Abhishek Publications, Chandigarh
3. EntrepreneurshipDevelopmentandManagementbyVasantDesai,HimalayaPub.House
4. IndustrialEngineeringandManagementbyO.PKhanna,DhanpatRaiand Sons
5. IndustrialEngineeringandManagementbyBangaandSharma,KhannaPublications
6. InternetofThingsbyJeevaJose,KhannaPublications,NewDelhi
7. OnlineResourceonStartupsandotherconcepts
8. https://www.fundable.com/learn/resources/guides/startu


http://www.fundable.com/learn/resources/guides/startup

UNIT-1
ENTREPRENEURSHIP
e Concept/MeaningofEntrepreneurship
e NeedofEntrepreneurship
e Characteristics,QualitiesandTypesofentrepreneur, Functions
e Barriersin entrepreneurship
e Entrepreneursvrs.Manager
e FormsofBusinessOwnership:Soleproprietorship,partnershipformsandothers
e TypesofIndustries,ConceptofStart-upsEntrepreneurialsupportagenciesatNational,State,
District Level( Sources): DIC,NSIC,0SIC, SIDBI, NABARD, Commercial Banks, KVIC etc.
e TechnologyBusinessIncubators(TBI)andScienceandTechnologyEntrepreneurParks

Concept/MeaningofEntrepreneurship

Thewordentrepreneurcomesfromthel3thcenturyfromaFrenchword"entreprendre”"meaningtodo
something.Theconceptofentrepreneurshipmarksitsestablishmentinthe1700s.Entrepreneurshipisthe
ability and readiness to develop, organize and run a business enterprise, along with any of its
uncertaintiesinordertomakeaprofit.The mostprominentexampleofentrepreneurshipisthestarting of new
businesses.

An entrepreneur is someone who has an idea and who works to create a product or service that people
willbuy,aswellasanorganizationtosupportthateffort.Anentrepreneurtakesonmostoftheriskand initiative
for their new business, and is often seen as a visionary or innovator.

MeaningofEntrepreneur

The entrepreneur is defined as someone who has the ability and desire to establish, administer and
succeed in a start-up venture along with risk entitled to it, to make profits. The best example of
entrepreneurship is the starting of a new business venture. The entrepreneurs are often known as a
source of new ideas or innovators, and bring new ideas in the market by replacing old with a new
invention.

It can be classified into small or home business to multinational companies. In economics, the profits
that an entrepreneur makes are with a combination of land, natural resources, labour and capital.

(i) According to Peter F. Drucker “Entrepreneurship is defined as a systematic innovation, which
consists in the purposeful and organized search for changes, and it is the systematic analysis of the
opportunities such changes might offer for economic and social innovation”.

(ii) According to Ricardo Cantillon “Entrepreneurship entails bearing the risk of buying at a certain
price and selling at uncertain prices.”

(iii) In the words of Joseph A. Schumpeter “Entrepreneurship is any kind of innovative function that
could have a bearing on the welfare of an entrepreneur.”

(iv) According to Robert K. Lamb “Entrepreneurship is that form of social decisionmaking performed
by economic innovators.”

NeedofEntrepreneurship

Creation of Employment-Entrepreneurship generates employment. It provides an entry-level job,
required for gaining experience and training for unskilled workers.


https://www.shopify.com/blog/become-an-entrepreneur

Innovation-It is the hub of innovationthat provides new product ventures, market, technology and
quality of goods, etc., and increase the standard of living of people.

Impact on Society and Community Development-A society becomes greater if the employment
base is large and diversified. It brings about changes in society and promotes facilities like higher
expenditure on education, better sanitation, fewer slums, a higher level of homeownership.
Therefore, entrepreneurship assists the organisation towards a more stable and high quality of
community life.

Increase Standard of Living-Entrepreneurship helps to improve the standard of living of a person
by increasing the income. The standard of living means, increase in the consumption of various
goods and services by a household for a particular period.

Supports research and development-New products and services need to be researched and tested
before launching in the market. Therefore, an entrepreneur also dispenses finance for research and
development with research institutions and universities. This promotes research, general
construction, and development in the economy.

Characteristics,QualitiesandTypesof entrepreneur

Not all entrepreneurs are successful; there are definite characteristics that make entrepreneurship
successful. A few of them are mentioned below:

o Ability to take a risk-Starting any new venture involves a considerable amount of failure risk.
Therefore, an entrepreneur needs to be courageous and able to evaluate and take risks, which is
an essential part of being an entrepreneur.

e Innovation-Itshould be highly innovative to generate new ideas, start a company and earn
profits out of it. Change can be the launching of a new product that is new to the market or a
process that does the same thing but in a more efficient and economical way.

e Visionary and Leadership quality-To be successful, the entrepreneur should have a clear
vision of his new venture. However, to turn the idea into reality, a lot of resources
andemployeesarerequired.Here,leadershipqualityisparamountbecauseleadersimpartandguide
their employees towards the right path of success.

e Open-Minded-In a business, every circumstance can be an opportunity and used for the benefit
of a company. For example, Paytm recognised the gravity of demonetization and acknowledged
the need for online transactions would be more, so it utilised the situation and expanded
massively during this time.

o Flexible-An entrepreneur should be flexible and open to change according to the situation. To be
on the top, a businessperson should be equipped to embrace change in a product and service, as
and when needed.

o Know your Product-A company owner should know the product offerings and also be aware of
the latest trend in the market. It is essential to know if the available product or service meets the
demands of the current market, or whether it is time to tweak it a little. Being able to be
accountable and then alter as needed is a vital part of entrepreneurship.

Themostprominententrepreneursofpastandpresenthavehadcertainpersonal qualities.

Willpoweriskeytosuccess.itisastronglongingtoachievesuccess.Despitemany failures,the
entrepreneur never loses their will to achieve.

Managementistheabilitytomakeplans,devisetargets,andthen execute!

Obsession-Theentrepreneurwhoisobsessedwiththeirgoalsandultimatevisionwillmake others
believein themtoo. 6
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Smarts-Anentrepreneurmusthaveold-fashionedcommonsenseandbeabletomakegood
decisions and deal competently with others.

Self-assurance-Theentrepreneurisself-assured,confidentintheirabilitiesandknowshowtolook into
the future and plan well. A self-assured person instills further confidence in themselves.

Devotion-Theentrepreneurisdevotedtotheirgoals,workinglongandhard, dayandnightto achieve them.

Inspiration-Buildingabusinessrequiresaninspirationandthecreativitywhichwillleadto abetter
product and excellent results,. An entrepreneur thinks outside of the box.

Flexibility-Creatingaproductthatmeetstheneedsofthemarketrequiresflexibility.Thisqualityis very
important. Stubborn, unflexible people will not make good entrepreneurs

Qualitiesofan Entrepreneur

Motivation

Creativity

Persuasiveness

Vision

Versatility

RiskTolerance

Flexibility

Decisiveness

Collaboration

1. Motivation

Hard-working business owners are incredibly motivated to succeed. Adopting this mindset—and being
able todemonstrate your motivation to an employer—is crucial. You need to bring enthusiasm to
everything you do at your job.

Fortunately, showing you're highly motivated is simple: Show up to work every day with a positive
attitude. This is among the top characteristics of entrepreneurship. Employers want to see you're
passionate about what you do day in and day out.

2. Creativity

No matter what industry you're in, employers want workers with out-of-the-box ideas. They want to
hire people to not only carry out assignments, but to also come up with better ways of doing things.
That’s why it's important to be creative—to always be thinking of new ways you can improve your
company’s workflow, productivity, and bottom line.

3. Persuasiveness

Persuasiveness can make you a better negotiator, which gives you an edge when going after a plum
assignment, raise, or promotion.

There will come a time when you need to convince a client, a coworker, or your boss to take certain
actions, so you need to be persuasive when presenting your ideas.

4. Vision

Successful entrepreneurs always keep one eye on the big picture, and this ability can make you a better
employee. Vision is primarily about strategic planning.

Can you see what direction the industry is going? Can you identify challenges for your company? Can
you tackle your day-to-day job responsibilities, while staying focused on long-term goals andinitiatives?


https://www.monster.com/career-advice/article/show-employers-you-are-motivated
https://www.monster.com/career-advice/article/be-more-creative
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5. Versatility

Although you were hired for a specific set of skills, it's important that you can shift as needed. You want
to be someone that your boss can go to in a pinch, so be prepared to tackle work that’s outside your job
description. Among the leading characteristics of entrepreneurship is being an early adopter of new
technology and keeping your skills current.

6. RiskTolerance

Every employer wants to grow their business, and that involves embracing change. Translation: Don’tbe
afraid to take riskswhen pursuing new clients, for example, or testing a new product. (One caveat: Make
sure you have your boss’ buy-in.)

7. Flexibility

Like an entrepreneur, you have to be able to adapt to change and solve problems as they arise. A good
team player can shift their priorities to help out whenever the team needs assistance. Thus, flexibility
meansbeingreceptivetootherpeople’sneeds,opinions,andideasand beingopen-mindedtofeedback from
your manager.

8. Decisiveness
Doyouexercisesoundjudgmentunderpressure?Whenyou'reanentrepreneur,youdon’thaveroomto
procrastinate—and the same is true for employees. You have to be comfortable taking action when
needed. This means knowing how to prioritize tasks and make decisions quickly. (It helps to be
organized.)

9. Collaboration

Savvy entrepreneurs are not only brilliant leaders, but also great collaborators, so you have to be an

effective team player. Unsurprising, 86.3% of hiring managers seek job candidates who demonstrate
strong teamwork skills, according to the National Association of Colleges and Employers Job
Outlooksurvey.

Ultimately, using entrepreneurial skills at work entails adjusting to other people’s work styles, avoiding
office politics, celebrating your peers’ successes, meeting your deadlines, and putting your company’s
goals first.

Typesof entrepreneur
TYPES/CLASSIFICATIONOFENTREPRENEURS

Followingaretheclassificationofentrepre neursonthebasisofcommoncharacteristics.

Entrepreneur
A. Clarence Danhof. B. Arthur C. On the basis D. On the basis of
Classification H. Cole of ownership scale of enterprise

Classification

Aggressive/Innovative 1. Empirical 1. Private 1. Small scale
Imitative 2. Rational 2. Public 2. Large Scale
Fabian 3. Cognitive

Drone 8
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A.) ClarenceDanhofClassification:

In a study of American Agriculture, Based on their working relationship with the business
environment they are functioning in, various types of entrepreneurs can be found, Clarence Danhof
classifies entrepreneurs into four types-innovative, imitative, Fabian and drone.

1. Innovating entrepreneurs: This type of an entrepreneur is more interested in introducing some
new ideas into the market, organization or in the nation. They are drawn towards innovations and
invest a lot of time and wealth in doing research and development.

Innovative entrepreneurship is characterised by aggressive assemblage of information and theanalysis
of results derived from sound combination of factors. Persons of this type are generally aggressive in
experimentation and cleverly put attractive possibilities into practice. An innovating entrepreneur sees
the opportunity for introducing a new technique or a new product or a new market. He or she may
raise money to launch an enterprise, assemble the various factors, choose top executives

and set the organisation going. Schumpeter’s entrepreneur was of this type.
Suchanentrepreneurintroducesnewproductsandnewmethodsofproduction, opens

new markets and re-organises the enterprise.

Among the different types of entrepreneurs, the innovating entrepreneur is the most vigorous type of
entrepreneur. Innovating entrepreneurs are very commonly found in developed countries. There is
dearth of such entrepreneurs in underdeveloped countries. A country with little or no industrial
tradition can hardlyproduce innovating entrepreneurs. Such entrepreneurs can emerge and work only
when a certain level of development is already achieved and people look forward to change and
progress. Innovating entrepreneurs played the key role in the rise of modern capitalism through their
enterprising spirit, hope of money making, ability to recognize and exploit opportunities, etc.

2. Adoptiveorimitativeentrepreneurs: Theseareoftendisparaginglyreferredtoas‘copycats’.They
observe an existing successful system and replicate it in a manner where all the deficiencies of the
original business model are addressed and all its efficiencies are retained.

This kind of entrepreneurs are characterised by readiness to adopt successful innovations created by
innovative entrepreneurs. These types of entrepreneur are revolutionary entrepreneurs with the
different that instead of innovating the changes themselves, they just imitate the technology and
techniques innovated by others. These entrepreneurs are most suitable for developing countries
because such countries prefer to imitate the technology, knowledge and skill already available inmore
advanced countries. The Cochin Shipyard is a good example of the result of imitative
entrepreneurship.The Shipyardhasbeenconstructedusingthe innovative technologyprovided bythe
Mitsubishi Heavy Industries Ltd. of Japan. Imitative entrepreneurs are most suitable for the
underdeveloped nations because in

these nations people prefer to imitate the technology, knowledge and skill already available in more
advanced countries. In highly backward countries there is shortage of imitative entrepreneurs also.
People who can imitate the technologies and products to the particular conditions prevailing in these
countries are needed.

Sometimes, there, is a need to adjust and adopt the new technologies to their special conditions.
Imitative entrepreneurs help to transform the system with the limited resources available. However,
these entrepreneurs face lesser risks and uncertainty than innovative entrepreneurs. While innovative
entrepreneurs are creative, imitative entrepreneurs are adoptive.

Imitative entrepreneurs are also revolutionary and important. The importance of these humbler
entrepreneurs who exploit possibilities as they present themselves and mostly on a small scale must
not be under-estimated. In, the first place, such adaptation requires no mean ability. It often involves
whathasaptlybeencalledsubjectiveinnovationthatistheabilitytodothingswhichhavenotbeen



done before bythe particular industrialist, even though, unknown to him, the problem may have been
solved in the same way by others.

By western standards, an imitative entrepreneur may be a pedestrian figure, an adopter and imitator
rather than a true innovator. He is more an organizer of factors of production than a creator. But in a
poor country attempting to industrialise, he is nevertheless a potent change producing figure. He can
set in motion the chain reaction’ which leads to cumulative progress. This humbler type of
entrepreneur is important in under developed countries for another reason. These countries areplacing
great emphasis in their economic planning on small scale industries and decentralized industrial
structure.

3. Fabian entrepreneurs: These are entrepreneurs that are very careful in their approaches and
cautious in adopting any changes. They are not prone to sudden decisions and try to shy away from any
innovations or change that doesn'’t fit their narrative.

Entrepreneurs of this type are very cautious and skeptical while practicing any change. They have
neither the will to introduce new changes nor the desire to adopt new methods innovated by the most
enterprising entrepreneurs. Such entrepreneurs are shy and lazy. Their dealings are determined by
custom, religion, tradition and past practices. Theyare not much interested in taking risk and theytry
to follow the footsteps of their predecessors.

4. Drone entrepreneurs: These are entrepreneurs who do not like a change. They are considered as
‘old school’. They want to do business in their own traditional or orthodox methods of production and
systems. Such people attach pride and tradition to even outdated methods of doing business.

Drone entrepreneurship is characterised by a refusal to adopt and use opportunities to make changesin
production methods. Such entrepreneurs may even suffer losses but they do not make changes in
production methods. They are laggards as they continue to operate in their traditional way and resist
changes. When their product loses marketability and their operations become uneconomical, they are
pushed out of the market. They are conventional in the sense that they stick to conventional products
and ideas. The traditional industries of Kerala are characterised by drone entrepreneurs. The coir and
bamboo industries are still in the hands of laggards who refuse to innovate.

B.) ArutherH.ColeClassification:
ArutherH.Coleclassifiesentrepreneursas

Empirical: He is an entrepreneur hardly introduces anything revolutionary and follows the principle
of rule of thumb.

Rational: The rational entrepreneur is well informed about the general economic conditions and
introduces charges which look more revolutionary.

Cognitive: Cognitive entrepreneur is well informed, draws upon the advice and services of expertand
introduces changes that reflect complete break from the existing scheme of enterprise.

C.) ClassificationontheBasisofOwnership:

Private: Private entrepreneur is motivated by profit and it would not enter those sectors of the
economy in which prospects of monetary rewards are not very bright.

Public entrepreneurship: In the underdeveloped countries government will take the initiative to
share enterprise.
10



D.) ClassificationBasedontheScaleofEnterprise:

Scale: The classification is especially popular in the underdeveloped countries. Small entrepreneurs
do not possess the necessary talents and resources to initiate large scale production and introduce
revolutionary technological changes.

Large Scale: In the developed countries most entrepreneurs deal with large scale enterprises. They
possess the financial and necessary enterprise to initiate and introduce new technical changes. The
result is the developed countries are able to sustain and develop a high level of technical progress.

Otherthanabovementionedclassification,entrepreneurscanalsobeclassifiedas:
1. BusinessEntrepreneurs:

Business entrepreneurs are the one who conceive an idea for a new product or service and then create
a business to materialise or convert their idea into reality.

2. TradingEntrepreneurs:

They are those entrepreneurs who take up trading activities but are not concerned with its
manufacturing i.e. they concentrate on marketing and not production.

3. IndustrialEntrepreneurs:

Are those entrepreneurs who identify the potential needs of the customers and manufacture the
product or service to meet marketing needs i.e. they concentrate more on Production and not
marketing.

4. CorporateEntrepreneurs:

Are those entrepreneurs who demonstrate the innovative skills by converting the Idea into reality
organizing and also managing the undertaken business.

5. AgriculturalEntrepreneurs:

The entrepreneurs who take up agricultural activities like raising & marketing Crops, fertilizers,
insecticides and other related agricultural products and services are called Agricultural entrepreneurs.

6. TechnicalEntrepreneurs:

These are those entrepreneurs who develop new and improved quality of goods. Because of their
craftsmanship and concentrate more on production than marketing.

7. Non-TechnicalEntrepreneurs:

These are the ones who are not concerned with the technical aspects of the Product. They are more
into introducing new styles of advertising, sales promotion etc...,

8. Professional Entrepreneurs: They are entrepreneurs who are interested in establishing a business
but do not like to manage or operate the business once it is established. They prefer to sell the set
Business and start another venture with the sales proceeds.
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9. PureEntrepreneurs:

The entrepreneurs who undertake business activities for personal satisfaction in terms of status, egoor
work and are generally interested in psychological and economic rewards are called as pure
entrepreneurs.

10. InducedEntrepreneurs:

These are those entrepreneurs who take up the entrepreneur activities as they are attracted by various
policy measures of the government in the form of financial assistance, Infrastructure facilities,
Concessions, exemptions and incentives.

11. MotivatedEntrepreneurs:
Entrepreneurswiththedesireforselffulfilmentaremotivatedentrepreneurs.

12. SpontenousEntrepreneurs:

Individuals who are bold, confident, have strong conviction, have the ability to take the risk and
initiate business and moreover start the business as they are naturally talented or have the inborntalent
are called as spontaneous entrepreneurs.

13. GrowthandSupergrowthEntrepreneurs:

Entrepreneurs who take up high growth industries are growth entrepreneurs whereas, super growth
entrepreneurs show enormous growth of performance in their venture.

14. FirstGenerationEntrepreneurs:

Theindividualswhoarethepioneersor whostartsabusinessunitbyputtingtogethertheirinnovative skills and
technology and produce marketable product or service are first generation entrepreneurs.

15. ModernEntrepreneurs:

Entrepreneurswhochangewith thechangefordemandin themarketandundertakethosebusiness which
modify with the changing are modern entrepreneurs.

16. ClassicalEntrepreneurs:
Theyarethoseentrepreneurswhoareconcernedwithcustomersandsatisfactionoftheirneedsby development
and marketing of self-supporting business.

17. InnovativeEntrepreneurs:
Individualswhoarecharacterizedbyinformation,aggression,analyticalSkillshavetheabilityto introduce
products with new and innovative features such entrepreneurs are innovative entrepreneurs.

18. InstitutionalEntrepreneurs:
Thesearecreatedbygovernmentthroughvariousfinancialandpromotionalinstitutionsforthedevelopment of
the nations.

19. ForcedEntrepreneurs:
Theseareentrepreneurswhoaredrivenoutfromothervocationsbuttosatisfytheirphysiological needs or to run
their life are forced to start their business.

20. InheritanceEntrepreneurs:

Businesses which are inherited by family members are inherited ventures and the entrepreneur
whoaccepts the business the way it is run by his forefathers are Inheritance Entrepreneurs.

12
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FunctionsofEntrepreneurship

(i) Innovation and Creativity — Innovation generallyrefers to changing processes or creating more effective
processes, products and ideas. For businesses, this could mean implementing new ideas, creating dynamic
products or improving your existing services. Creativityis defined as “the tendency to generate or recognize
ideas, alternatives, or possibilities that may be useful in solving problems, communicating with others.
Creativity and innovation have always been recognized as a sure path to success. Entrepreneurs think outside
of the box and explore new areas for cost-effective business solutions.

(i) Risk taking and Achievement —Entrepreneurship is a process in which the entrepreneur establishes new
jobs and firms, new Creative and growing organization which is associated with risk,new opportunities and
achievement.ltresultsinintroducinganewproductorservicetosociety.Ingeneral,entrepreneursacceptfour types of
risks namely Financial Risk, Job Risk, Social & Family Risk & Mental & Health Risk, which are as follows:

(a) Financial Risk —Most of entrepreneurs begin by using their own savings and personal effects
and if they fail, they have the fear of losing it. They take risk of failure.

(b) Job Risk —Entrepreneurs, not only follow the ideas as working situations, but also consider the
current risks of givingup thejob &startingaventure. Several entrepreneurs havethehistoryofhavinga good job,
but gave it up, as they thought that they were not cut out for a job.

(c) Social and Family Risk —The beginning of entrepreneurial job needs a high energy which is
time consuming. Because of these undertakings, he/she may confront some social and family damages like
family and marital problems resulting on account of absence from home and not being able to give adequate
time to family.

(d) Mental Health Risk —Perhaps the biggest risk that an entrepreneur takes it is, the risk of
mental health. The risk of money, home, spouse, child, and friends could be adjusted but mental tensions,
stress, anxiety and the other mental factors have many destructive influences because of the beginning and
continuing of entrepreneurial activity. This can even lead to depression, when faced with failure.

(iii) Organization and Management —The entrepreneurial organization is a simple organizational form that
includes, one large operational unit, with one or a few individuals in top management. Entrepreneurial
management means the skills necessary to successfully develop and manage a business enterprise. A small
business start-up under an owner-manager is an example of an entrepreneurial organization. Here, the
owner-manager generally maintains strict control over business operations. This includes directing the
enterprise’s core management functions.According to Mintzberg, these include theinterpersonal roles,
informational roles and decision-making roles. The smaller the organization, the more concentrated these
roles are in the hands of the owner-manager. The entrepreneurial organization is generally unstructured.

(iv) Research —An entrepreneur is a practical dreamer and does a lot of ground-work before taking a leap in
his/her ventures. In other words, an entrepreneur finalizes an idea only after considering a variety of options,
analysing their strengths and weaknesses by applying analytical techniques, testing their applicability,
supplementing them with empirical findings, and then choosing the best alternative. It is then that he/she
appliestheideasinpractice. Theselectionofanidea,thus,involvestheapplication of research methodology.

(v) Overcoming Resistance to Change —New innovations are generally opposed by people because it makes
them change their existing behaviour patterns. An entrepreneur always first tries new ideas at his/her level. It
is only after the successful implementation of these ideas that an entrepreneur makes these ideas available to
others for their benefit. His/her will power, enthusiasm and energy help him/her in overcoming the society’s
resistance to change.

(vi) Catalyst of Economic Development —An entrepreneur plays an important role in accelerating the paceof
economic development of a country, by discovering new uses of available resources and maximizing their



utilization. Today, when India is a fast developing economy, the contribution of entrepreneurs has increased
multi-fold.

Barriersinentrepreneurship

Every entrepreneur aims to follow their passionate approach and convert it into a successful business
by earning more and more profits and creating goodwill in the market. But many barriers can block the
pathtothesuccessofentrepreneurship.Sothereisnootheroptionforanentrepreneurtobesuccessful without
solving or removing these major barriers in their respective field.

The list of some such major barriers that may arise while starting or running a new business is given
below:

1. ManagingFinances

A great barrier that arises while starting a new business is managing the finances that can make things
difficult for the entrepreneurs. There are lots of ideas that come to the entrepreneurs' minds but
converting those ideas into the business needs enough amount of finance. There should be a stable and
regular source of finance to keep the production process smooth. If this first and the most critical
barrier can be solved easily then the future barriers can also be tackled.

2.InadequateMarketExperience

One of the most common barriers that are faced by many entrepreneurs is not having adequate
knowledgeabout the respective field of their business. An entrepreneur must have enough experience
related to the industry by working in the required sector. So, before starting a new venture, it is
requiredtocollectenoughknowledgeaboutthe marketconditions, natureofthebusinessfirm, demand and
supply of that particular good or service, etc., instead of rushing into the business by seeing the success
of others.

N B - ¥ o -
ioeA m?/.?i S;kﬁ '% ».i" mﬂ 20
2.‘.:, @
*@_1 ﬂ [f-

‘}I

15



Other than this, if an entrepreneur has adequate expertise then it will be helpful for him/her to get
success in their career. Although, we know there is always a certain risk involved in a business and the
required set of knowledge reduces this risk by creating a strong base.

3. HumanResource Problem

A person can't perform all the tasks by himself/herself even if he/she has enough knowledge. In the
same manner, an entrepreneur can't do all the jobs alone to run the organization. A business needs to
have a strong base ofskilled and knowledgeable human resources or employees. Employees are the
most important assetsfor an organization. They help in the growth of the business. The organizations
may have similar fixed and current assets but these are the human assets that make the organization
different from its competitors. But for this purpose, the employees must be enough experienced and
dedicated to the organization so that top-level productivity and efficiency can be achieved.
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An entrepreneur has a large set of applicants who can do a particular job but choosing the best from
them is not an easy task. Other than this, the entrepreneur should also see that the candidates who are
applying need to have a vision that suits them in the favor of the organization.

Whenanewventureisstarted,themanagementoffinanceisalsoaveryherculeantaskbecauseof  thelimited
availability of capital.So, the entrepreneur should never pay a huge salary for the sake of an experienced
employee in the beginning.

Because of all these reasons, it is ideal to remove the barrier of human resources so that the business
can be run smoothly and the employees can perform their jobs adequately.

4. Non-strategicPlanning

Havinginadequate planning regarding strategiescan also create a great barrier in the pathof success of
entrepreneurship. There are lots of entrepreneurs who started a business just as a hobby without
having a long-term vision and plan. Bad strategies and planning may lead to the failure of the business
or can cause a huge loss to the business. It is the prime reason why most entrepreneurs give up in the
first year of business operation.

A person should have a solidpassion and dedication for being a successful entrepreneur and to create a
strategic vision to achieve the goals.

A perfect strategic plan is based on the target customers, market conditions, consumers' tastes, and
preferences, proper use of human, financial, and other resources, future goals, etc. All these things are
required in the perfect combination for a business to be successful.

5. LackofCapacity
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Many entrepreneurs can't use the opportunities perfectly because of their limited capacity. It can be a
majorhurdle in the success ofentrepreneurship. This hurdle can be arisingdue to the lackof education,
knowledge, willingness, and other important aspects. In simple terms, the absence of zeal and
motivation may lead to the failure of most of the new ventures.

Apart from knowing the issues related to market risks and competitions, tons of hard work and passion
is also what a business demands to deal with different problems and circumstances that arise in the
organization. This is very useful in the growth and development of the business and in increasing the
company's turnover and goodwill.

6. PoliticalBarriers

The politics of a country or region can also become a barrier to the success of entrepreneurship. So an
entrepreneur should check out the policiesof the government and the incentives offered by the
government to the entrepreneurs. This is because every government does not provide socio-economic
facilities to entrepreneurs. Other than this, it is also required to take the interest in economic
development seriously.

Some governments provide special security to the new ventures to protect them from the market
competition and so that they can survive in the market. Hence, an entrepreneur must evaluate the
political factors carefully before set-up the business firm. It is very helpful in the long-term survival and
growth of the business.

7. LackofPractical knowledge

Many youngsters believe that an entrepreneurmust have an adequate educational background to make
the business successful, but the reality is completely different. Most of the schools and colleges focus on
bookish knowledge instead of providing practical knowledge to the students. Every entrepreneur may
have the same bookish knowledge but it is their practical knowledge that makes them unique in this
highly competitive market. Lack ofthis practical knowledge can also become a barrier in thepath to the
success of a business.

Entrepreneurship is an art that is more based on practical knowledge instead of theoretical. So, every
entrepreneur must gainenough practical knowledge of the market conditions and other relevant things
before trying their hands in the business.

8. NotHavingtheRightTeam

Business is not the work of an individual. It is teamworkin which every person has different skills and
jobswhicharebasedonthoseskills.So,itcanbesaidthatabusinessisrunbythecontributionofallthe
individuals. The right team or teammates or can say employees are the most important aspect for the
success of a business. It is one of the biggest barriers for a start-up to find good employees. It is often
seenthatmostofthenewventuresworkonasmallscalewhichmakesitmoredifficultforthemto
getexperienced, skilled, and good employees. To solve this problem, an entrepreneur should make the
requiredmeasuresso thathe/shecanassignthejobstothoseemployeeswhocanboostthebusinessby their
effective and efficient performance.

9. CorruptBusinessProblems

One of the most common problems with a business especially with new ventures is the corrupt
environment.If the environment of the country is corrupt then it does not inspire the young employees
and entrepreneurs. In many countries or regions, the wunhealthy and non-supportive
governmentcreateslotsofissues.That'swhyitissuggestedtocheckoutthe regulationsandstringent
compliance beforestartinganewventure.Thiscorruptionofthegovernmentcanbecomeamajor
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hurdle in the success of a business on a pretty higher level. So, an entrepreneur needs to take things
seriously.

10. DifficultyinReachingtoMore People

One more barrier that an entrepreneur can face is the difficulty in reaching more people or attracting
more customersto inform them about the products or services in which the firm is dealing. A business
can lose its path of success if it will not be able to advertise its products and reach the required
community in thetarget market. A successful foundation can only be set up if there will be no barrier
between the audience and experts. So, there is the need of having a strong foundation to achieve the
planned goals. This problem can be solved by developing effective jobs so that good marketing and
advertising strategies can be formed. This will be further helpful in providing information to a large
number of people about the organization and its products.

11.FearofFailure

Toget the profit, anentrepreneurhas to bearsome sort of riskalso andit is the entrepreneurs' capacity of
bearing the risk which decides the amount of profit that the business can earn. So, it can be said thatit is
the state of mind which helps an entrepreneur in getting a clear vision so that the risk can be faced
without fear. But when a new venture is set up then there is always a fear about the arrangement of
initial funds, investors, and many other things. This fear creates pressure on the minds of the
entrepreneurs and increases their tension of being failed. The fear of failurecan become a huge barrier
in starting a new business or running it smoothly. So it's all up to the attitude of the entrepreneurs how
they deal with their fear and overcome it to become successful.

12.FewOpportunities

When a new business is started, there are very fewer opportunitiesavailable for the entrepreneur. It is
alsonoteasyforanentrepreneurtofigureout theselimitedopportunitiesinthebeginning.Togetmore
opportunities, a business must start growing. Limited opportunities can be a hurdle to
entrepreneurship. There is almost zero possibility of being successful without having opportunities.
Opportunity is also one of the major factors of SWOT analysis.

13.No Training

There is always a great demand in the market for a trained employee. A company always searches for
suchemployees whoare trainedin theirparticularjob. But foran entrepreneur, itis notenoughto have the
knowledge or training of a particular field. He/she must be the package of knowledge in all
thefields.However,itdoesnotmeanthattheentrepreneurshouldbea jackofalltrades,masterof none because
it can also create a barrier in starting entrepreneurship. If the entrepreneurs will nothave perfection in
a particular field then they will not be able to decide what business they shouldstart. So in this way, it
can be said that an entrepreneur should be trained in all works related to the business environment but
must have mastery in a particular field also.

14.NoBackupPlan

Before starting a new thing, we must have a backup plan in the case of the failure of our main plan
otherwise it can create huge trouble for us. In the same manner, when an entrepreneur starts a new
venture then he/she must be ready to face the failure, and to deal with them the entrepreneur must
have a backup plan or can sayplan B. But most entrepreneurs start their business without having a
backup plan which can create a barrier for them as they are always at a high risk of failure. Plan B is not
only required for the failure of a project but also for the failure of the whole business plan.

15. LimitedTechnicalSkills
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Nowadays, most business ideas are based on technology. In such an era, it is easy to start a business for
a technical guy but if you have a lack of technical knowledge or skills then it can be a great barrier to
you. Limited technical skills can cause a loss to the business. The entrepreneur may hire a particular
person to get advice on the issues related to the technical field but it is not always beneficial for the
business. Also, it demands additional costs to the organization.

16.LackofMotivation

The biggest motivation for any business is Money.When an entrepreneur starts a business then it takes
some time to make the market value of the business. During this period the profit earned by the
business is not so high which may reduce the motivation of the entrepreneur as well as of theemployees
of the organization.

17.PsychologicalPressure

In countries like India, another barrier is psychological pressure in the mind of entrepreneurs. This
pressure can be because of any reason such asparental pressure, societal pressure, financial pressure,
carrier pressure, etc. One of the biggest examples of these pressures is the pressure created by the
family and society to be successful in the carrier. This creates the fear of being failed whichgives birth to
mistakes and then these mistakes can cause huge losses to the firm.

https://www.easymanagementnotes.com/entrepreneurship-meaning-process-functions-and-barriers/
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FormsofBusinessOwnership:Soleproprietorship,partnershipformsandothers

Therearethreebasicformsofbusinessownership:soleproprietorship,partnership,andcorporation. The
form that is chosen can affect the profitability, risk, and value of the firm.

Sole Proprietorship

Sole Proprietorship in simple words is a one-man business organization. It is the type of entity that is
fully owned and managed by one natural person (not a legal person/entity) known as the sole
proprietor. The business and the man are the same, it does not have a separate legal entity.

A sole proprietorship usually does not have to be incorporated or registered. It is the simplest form of
business organizations and the ideal choice to run a small or medium scale business. Let us look atsome
important features of a proprietorship.

FeaturesofSoleProprietorship

1] Lack of Legal Formalities

A sole proprietorship does not have a separate law to govern it. So there are not many special rules and
regulations to follow. It does not require incorporation or registration of any kind. In most cases, only a
license is required to carry out the desired business.

And just like in its formation, there is hardly any legal process involved in its closure. Overall it allows
for ease of doing business with minimum hassles.

2] Liability

Since there is no separation between the owner and the business, the liabilityof the owner is also
unlimited. So if the business is unable to meet its own liabilities, it will fall upon the proprietor to pay
them. All of his personal assets (like his car, house, other properties etc) may have tobe sold to meetthe
liabilities of the business.

3] Riskand Profit

The owner is the only risk bearer in a sole proprietorship. Since he is the only one financially investedin
the company, he must also bear all the risk. If the business fails or suffers losses he will be the one
affected.
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However, he also enjoys all the profits from the business. He does not have to share his profits with any
otherstakeholderssincetherearenone.Sohemustbearthefullriskin exchangefor enjoying full profits.

4] NoSeparateldentity

In legal terms, the business and the owner are one and the same. No separate legal identity will be
bestoweduponthesoleproprietorship.Sotheownerwillberesponsibleforalltheactivities and transactions
of the business.

5] Continuity

Just as we saw above the business and the owner have one identity. So a sole proprietorship is entirely
dependent on its owner. The death,retirement, bankruptcy. insanity, imprisonment etc will have an
effect on the sole proprietorship. In most of such cases, the proprietorship will cease to exist and the
business will come to an end.

AdvantagesofSoleProprietorship

A proprietor will have complete controlof the entire business, this will facilitate quick decisions and
freedom to do business according to their wishes

Law does not require a proprietorship to publish its financial accounts or any other such documents to
any members of the public. This allows the business a great deal of confidentialitywhich is sometimes
important in the business world

The owner derives the maximum incentive from the business. He does not have to share any of his
profits. So the work he puts into the business is completely reciprocated in incentives

Being your own boss is a great sense of satisfaction and achievement. You are answerable only to
yourself and it is a great boost to your self-worth as well

DisadvantagesofSoleProprietorship

One of the biggest limitations of a sole proprietorship is the unlimited liability of the owner. If the
business fails it can wipe out the personal wealth of the owner as well and affect his future business
prospects too

Another problem is the limited capital a sole proprietor has access to. His own personal savings and
money he can borrow may not be enough to expand the business. Banks and financial institutions are
also wary of lendings to proprietorships

The life cycle of a sole proprietorship is undecided and attached to its owner. If the owner is
incapacitated in any way it has a negative effect on the business, and it may even lead to the closure of
the business. A sole proprietorship cannot carry on without its proprietor.

Asoleproprietoralsohasa limitedmanagerialability.Hecannotbeanexpertinallthefieldsof thebusiness. And
limited resources may mean that he cannot even hire competent people to help him out. This may lead

to the business suffering from mismanagement and poor decisions.

Partnership

In India, we have a definite law that covers all aspects and functioning of a partnership, The Indian
Partnership Act 1932. The act also defines a partnership as “the relation between two or more persons
who have agreed toshare the profits from abusinesscarried on by either all of them or any of them on
behalf of/acting for all”

So in such a case two or more (maximum numbers will differ according to the business being carried)
persons come togetheras a unitto achieve some common objective. Andthe profits earnedin pursuit of
this objective will be shared amongst themselves.

The entity is collectively called a “Partnership Firm” and all the individual members are the “Partners”.
So let us look at some important features.

Features ofaPartnership



1] Formation/Contract
Apartnershipfirmisnotaseparatelegalentity.Butaccordingtotheact,afirmmustbeformedvia alegal
agreement between all the partners. So a contract must be entered into to form a partnership firm.

Its business activity must be lawful, and the motive should be one of profit. So two people forming an
alliance to carry out charity and/or social work will not constitute a partnership. Similarly, a
partnership contract to carry out illegal work, such as smuggling, is void as well.

2] UnlimitedLiability

Inauniquefeature,all partnershaveunlimitedliabilityinthebusiness.Thepartnersareallindividually
andjointlyliablefor the firm andthe paymentof all debts. This meansthat even thepersonalassets ofa
partner can be liquidated to meet the debts of the firm.

If the money is recovered from a single partner, he can, in turn, sue the other partners for their share of
the debt as per the contract of the partnership.

3] Continuity

A partnership cannot carry out in perpetuity. The death or retirement or bankruptcy or insolvency or
insanity of a partner will dissolve the partnership. The remaining partners may continue the
partnership if they so choose, but a new contract must be drawn up. Also, the partnership of a father
cannot be inherited by his son. If all the other partners agree, he can be added on as a new partner.

4] Numberof Members

As we know that there should be a minimum of two members for a partnership. However, themaximum
number will vary according to a few conditions. The Partnership Act itself is silent on this issue, but the
Companies Act, 2013 provides clarity.

Fora bankingbusiness,the numberofpartners must not exceedten. Fora business ofanyothernature, the
maximum number is twenty. If the number of partners increases it will become an illegal entity or
association.

5] MutualAgency

Inapartnership,thebusiness mustbecarried outbyallthepartnerstogether.Oralternatively,itcanbe carried
out by any of the partners (one or several) acting for all of them or on behalf of all of them. So this
means every partner is an agent as well as the principal of the partnership.
Herepresentstheotherpartnersinsomecasessoheistheiragent.Butinothercircumstances,heis bound by the
actions of any of the other partners aking him the principal as well.

Typesof Partners
Notallpartnersofafirmhavethesameresponsibilitiesandfunctions.Therecanbevarioustypesof partners in a
partnership. Let us study the types of partners and their rights and duties.

Active Partner: As the name suggests he takes active participation in the business of the firm. He
contributes tothe capital, hasa shareinthe profit andalsoparticipates inthe dailyactivitiesofthe firm. His
liability in the firm will be unlimited. And he often will act as an agent for the other partners.

Dormant Partner: Also known as a sleeping partner, he will not participate in the daily functioning of
the business. But he will still have to make his share of contribution to the capital. In return, he willhave
a share of the profits. His liability will also be unlimited.

Secret Partner: Here the partner’s association with the firm is not public knowledge. He will not
represent the firm to outside agents or parties. Other than this his participation with respect to capital,
profits, management, and liability will be the same as all the other partners.

Nominal Partner: This partner is only a partner in the name. He allows the firm to use the name of his
firm, and the attached goodwill. But he in no way contributes to the capital and hence has no share in
the profits. He does not involve himself in the firm’s business. But his liability too will be unlimited.
Partner by Estoppel: If a person makes it out to be, through their conduct or behavior, that they are
partners in a firm and he does not correct them, then he becomes a partner by estoppel. However, this
partner too will have unlimited liability.
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Company

Acompanyis a legal entity that people form. It allows them, usually as shareholders, to buy and sell
goodsandservices.In mostcases,companieswanttomakeaprofit However,somecompanies arenon- profit
organizations.

Just like humans, companies can hire and fire workers. They can also buy shares in other companies,
sue, and be the target of a lawsuit. Additionally, companies can borrow and lend money, and own
property.

As legal entities, companies have similar rights and responsibilities to people. They may be responsible
forhumanrightsviolations. Theymayalsoexercisehumanrightsissuesagainstindividualsorthestate.

CharacteristicsofaCompany
Thecompanyhasseveraldistinctcharacteristics;thesignificantonesarediscussed here:

SeparateLegal Entity

A company is a separate legal entity from its members who constitute it. It can hold, purchase and sell
properties and enter into contracts in its own name. It is an artificial legal person who can sue aid be
sued. Companies are owned by shareholders and they elect the Board of Directors, who run the
company. The board, in turn, selects the management. Thus the shareholders exercise only indirect
controlover the affairs ofthe company. The separation ofownership fromthe management some-times
results in a conflict of interests between owners and management. The best the shareholders can do is
to change some of the directors through a vote in the annual general meeting subsequent to any such
conflict.

LimitedLiability
Theliabilityoftheshareholdersofacompanyislimitedtothenominalvalueofthesharesheldbythem. In the
event of liquidation, the maximum loss of a shareholder is equal to the nominal value of the shares held
by him. The creditors have no claim on the personal assets of the shareholders in the event of a
liquidation.

TransferabilityofShares

The shares ofa joint-stockcompanyare freely transferable. It does not require anypermission fromthe
company or consent of other shareholders. The shares of listed companies can be sold or purchased on
the stock exchange and ownership transferred without any difficulty. However, in case of a private
limited company, the transfer of shares is subject to the restrictions given in the company’s articles.

AbilitytoAcquireaBroadCapitalBase
Followingaresignificantfactorsthatenableacompanytoraiselargeamountof capital

Thenominalvalueofsharesiskeptsmall,asaresultofwhichinvestmentofanysizeis possible.
Limitedliabilityminimizestheriskoftheinvestorsandmakesinvestmentattractiveandsafer.

AnArtificialPersoncreated byLaw

A company is called an artificial person because it does not take birth as a natural person but it comes
intoexistencethroughthelaw. Thecompanypossessesonlythosepropertieswhichareconferredupon it by
its Memorandum of Association (Charter).

ContinuousExistence

The companies generallyhave a continuous existence irrespective ofchanges in ownership. In the cases
of sole proprietorship and partnership, change in ownership means the dissolution of the original
business and formation of a new business.

CommonSeal

Being an artificial person, a company can act through natural persons only. The acts of a company are
authorized by the “common seal”. The “common seal” is the official signature of the company. A
document not bearing the common seal is not binding on the company.

OTHERS
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Corporations(C-CorpandS-Corp)

Corporations are the most complex business structure. A corporation is a legal entity that is separate
and independent from the people who own or run the corporation, namely shareholders. A corporation
has the ability to enter into contracts separate from that of the shareholders, but it also has certain
responsibilities such as the payment of taxes. Corporations are generally more appropriate for larger
established companies with multiple employees or when other factors apply (i.e. corporation sells a
product or provides a service that could expose the business to sizable liability). Ownership is
designated by issuing shares of stock.

The two types of corporations are C-Corps and S-Corps. The major difference among the two types of
corporations is the tax treatment of the two entities:

Taxation (C-Corp):For federal income tax purposes, a C-Corp is recognized as a separate taxpaying
entity, thus the entity files its own tax return (Form 1120). A c-corporation is subject to corporate
income tax on any corporate profits (entity pays taxes). Shareholders pay personal income tax on the
corporate profits distributed by the corporation to the owners. As a result, C-corps are subject to
“double taxation.”

Taxation(S-corp):S-Corpselecttopasscorporateincome,losses,deductionsandcreditthroughtotheir
shareholders for federal tax purposes. However, the entity is required to report income, losses, gains,
deductions, credit, etc. on Form 1120S. Shareholders of S corporations report the corporation’s income
and losses on their personal tax returns pay federal income tax at their individual tax rates. Thus, S-
Corps avoid double taxation.

Liability:A corporation is a legal entity that is “immortal,” meaning it does not terminate upon the
shareholders death. Corporation shareholders have limited liability as they are not personally liable for
debts andobligations incurredby the company. Shareholderscannot lose more moneythan the amount
they invested in the corporation. Similar to the provisions of an LLC, shareholders should be careful not
to “pierce the corporate veil.” Personal checking accounts should not be used for business purposes,and
the corporate name should always be used when interacting with customers.

Formation:Corporations are more complex entities to create, have more legal and accounting
requirements and are more complex to operate than sole proprietorships, partnerships, or LLCs. One of
the major disadvantages of a corporation is the high level of governance and oversight by the board of
directors. Often times, this prolongs the decision making when multiple shareholders or investors are
involved.

Prosof Corporations:
 Corporateshareholdershavelimitedliability,meaningtheentityisresponsibleforallliabilitiesthe
company incurs.

e Usuallyafavorableformationfor investors.

ConsofCorporations:

e Theprocesstoestablishthebusinessismorerigorousandcostly.

e Earningsaresubjectto“doubletaxation”,meaningthatearningsaretaxedattheentitylevelandthe
individual level upon distribution to shareholders.

» Highlevelofgovernanceandoversightbythe boardof directors.

KEYPOINT

1. Asoleproprietorshipisabusinessownedbyonlyoneperson.

o Advantages include: complete control for the owner, easy and inexpensive to form, and owner gets
to keep all of the profits.

o Disadvantagesinclude:unlimitedliabilityfortheowner,completeresponsibilityfortalentand

financing,andbusinessdissolvesiftheowner dies. o4



2. Ageneralpartnershipisabusinessownedjointlybytwoormorepeople.

o Advantagesinclude:moreresourcesandtalentscomewithanincreaseinpartners, andthebusiness can
continue even after the death of a partner.

o Disadvantagesinclude:partnershipdisputes,unlimitedliability,andshared profits.
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Typesof Industries

https://www.flexiprep.com/NIOS-Notes/Secondaryv/Business-Studies /NIOS-
Business-Studies-Ch-2-Industry-and-Commerce-Part-2.html

ConceptandTypesofindustry

Industrymeansplacewheretheresourcesareconvertedintofinishedorusefulproducts.Thereare basically
three types of industries.

[) Primaryindustry

[1) Secondary industry

[1I) Tertiaryindustry

[) Primary industry:This type of industry involves in the activities related to extraction andproduction
of natural resources. It also performs activities relating to the reproduction and development of living
organisms. It is of two types:

1. Geneticindustry:Thisindustryinvolvesbreedingofplantsandanimalsfortheirusein reproduction
process like poultry farming, fish hatching.

2. Extractive industry: This industry performs the activities relating to the extraction of
productsfrom natural resources like farming, mining etc.

[1) Secondary industry: This industry converts the goods which have been extracted or produced atthe
primary industry into final products. It is further classified into two parts:

1. Manufacturingindustry:Thisindustrygenerallymakesproductsforfinalconsumptionandhelps in
creating form utility. It covers four types of industry.

2. Analytical industry: This type of industry involves in the separation of different elements
fromthe same product. Like in oil refining.

3. Syntheticalindustry:Thisindustryinvolvesmixingvariousproductsandchangingintoanew product.

4. Processing industry: This industry deals in processing of product in further stages like
makingcheese or butter from milk.

5. Assemblingindustry:Thisindustrycreatesanewproductbyassemblingdifferentpartstogether like I
case of car assembling.

[1I) Tertiary industry:This type of industry provides support service to the primary as well as
secondary industry in trading process.
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l INDUSTRY |

Secondary

Industry

Primary Tertiary
Industry Industry
1 1
Genetic Extractive Manufacturing Construction
Industry Industry Industry Industry

Analytical Synthetical Processing Assembling
Industry Industry Industry Industry

Inotherwaywecancategorised as-

Theindustryisconcernedwiththeprocessingandproductionofgoodsandserviceswiththemotive
ofearningprofit.Insimplewords,itinvolveschangingtherawmaterialsintofinishedproductsfor the purpose
of selling them to the customers. The goods sold by industry can be either used by other companies for
further production or can be used by the end consumers for final consumption. The goods produced in
the former case are known as producer goods. For example, machinery, tools, etc. However, the goods
produced in the latter case are known as consumer goods. For example, bread,milk, butter, cloth,
groceries, medicines, etc. An organization can also produce materials that can beused by other
companies to further process and convert them into finished goods. These goods are known as
intermediate goods. For example, rubber, copper, plastic, etc. Industry can be further classified into
three parts: primary, secondary, and tertiary industry.

Industry
Primary Industry Secondary Industry Tertiary Industry
Extractive Genetic Manufacturing Construction Transport Warehousing Advertising
| et 4 - =t
Industry Industry Banking Insurance
Analytical Processing
Industry industry )
Synthetic Assembling
Industry Industry
PrimaryIndustry

Theprimaryindustryinvolvestheextractionofrawmaterialsornaturalresourcesfromtheearth and the
reproduction of living organisms. The economic operations of a business under the primary sector
usually depend on the nature of a specific place where the extraction or reproduction is being done.
Therefore, we can say that the economic operations of a primary industry revolve around the natural
resources available on earth. The primary industries produce or create products that are soldto the
public. For example, farming, mining, fishing, forestry, agriculture, crop production, animal husbandry,
etc. The primary sector of less advanced economies and includes activities or businesses from these
areas. As a country develops, it becomes less dependent on primary industry and more on
secondaryandtertiary.Someoftheworkersintheprimaryindustryarehunters,farmers,coal miners, etc.

Primaryindustryisfurtherdividedintotwocategories:

1. Extractive Industry: As the name suggests, the extractive industry involves the extraction of
products from natural resources and manufacturing of finite raw materials that industry cannot
replenish through cultivation. In emerging countries like India, the primary industry is usually the

mostimportantsector.Forexample,agricultureisthemostcrucialpartofIlndia’sprimary o7



industry, and animal farmingis important in Africa. Other essential extractive industries aremining,
fishing, hunting, lumbering, and farming.

2. Genetic Industry: The genetic industry involves rearing and breeding of living species like birds,
plants,etc.,developingrawmaterials,andthenimprovingthemthroughhumaninvolvementin the
production process. Genetic industry examples involve seeds and nursery companies, poultry farms,
fish hatcheries, breeding farms, livestock management and forestry.

SecondaryIndustry
Thesecondaryindustryusestherawmaterialsextractedintheprimarysectorandthenconverts them into the
finished product. Therefore, the secondary industry consists of construction and manufacturing
industries. The products manufactured under secondary industries are eitherconsumed by the end
customer or used as raw material by other industries for further processing or production. For example,
getting wood from forests is a primary industry; however, making furniture from wood is a secondary
industry. The businesses under secondary industry usually use massive machinery in their production
plants for manufacturing goods and even use human resources for packaging and distribution of goods
to retailers, wholesalers, etc., at different locations.

Secondaryindustryisfurtherdividedintotwocategories:ManufacturingandConstructionIndustry.

ManufacturingIndustry

These are the industries that are involved in the process of converting raw materials or semi-finished
products into finished products. Manufacturing industries create form utility as it changes the form of
raw materials into finished goods. For example, cotton is a raw material that is converted in clothes
under the manufacturing industry, iron is converted into benches, sugarcane into sugar, wheat into
bread, etc.

Thetwotypesofgoodsproducedinthemanufacturingindustryare:

o ConsumerGoods: Consumergoodsaregoodsthatareconsumeddirectlybytheendconsumer and are
used for day-to-day consumption. Examples of consumer goods are clothes, hand wash,soap, oil,
ghee, bread, butter, etc.

o Industrial Goods: Industrial goods are the goods that are built or produced for manufacturing
consumer goods. For example, machines, equipment, etc., are used by industries to manufacture
consumer goods such as bread, butter, soap, oil, etc.

Themanufacturingindustryisfurtherdividedintofourcategories:

1. Analyticallndustry: Theindustryinwhichabasicrawmaterialisbrokendownintoseveral parts for
manufacturing multiple products is known as analytical industry. For example, different products
like gasoline, kerosene oil, diesel, petroleum, etc., are formed by breaking crude oil into different
parts and processing them separately.

2. Synthetic Industry: The industry in which manufacturers mix two or more materials for
manufacturing a new product is known as the synthetic industry. For example, products like paint,
paper, soap, cement, sanitizers, etc., are manufactured by mixing two or more than two materials.

3. Processing Industry: The industry in which manufacturers process a raw material through
different production stages and then manufacture the finished good is known as the processing
industry. For example, the Sugar industry processes sugarcane through different stages to
manufacture sugar for consumers and other industries.

4. AssemblingIndustry: Theindustry inwhich theorganizations takedifferentfinished products and
combine them to form a new finished product is known as the assembling industry. For example,
computer companies buy different finished products like CPU, motherboard, software,etc., from
different companies and produce a new product.

Constructionlndustry

These are the industries that are involved with the construction of roads, dams, buildings, etc., for the
development of an economy. The construction industry use products of the manufacturing industry,
such as steel, iron, cement, etc. The products of construction industries are unique in a way that their
productscannotbemovedortransferredfromoneplacetoanother.Forexample,adamcanbebuilt at a fixed
place and cannot be moved as per the choice of anyone.

TertiaryIndustry



Thetertiary industry involves providing services and facilitating a smooth flow of goods and
servicesinthemarket.Thetertiaryindustryisalsoknownastheserviceindustry,andithelpstheprimary and
secondary industries with their activities. It means that the tertiary industry provides services to
different primary and secondary industries to support their activities.

Differenttypesofservicesprovidedbytheserviceindustryare:

1. Transport: Transportation services help the primary and secondary industries by facilitating the
movementofgoodsfromoneplacetoother.Differentmodesoftransportusedbytertiary industry are air,
water, land, rail, etc.

2. Banking: Through banking, the tertiary industry provides credit facilities and finance to different
trading firms and industries for business expansion, survival and growth.

3. Warehousing: Warehousing services of the tertiary industry provides the primary and secondary
industry with storage facilities. It means that the primary and secondary industries can store their
produced goods until they are distributed.

4. Insurance: Insurance services of the tertiary industry involve providing coverage to the primary
and secondary industries with different types of risks while running the business.

5. Advertising: Advertising services help the primary and secondary industries by providing
information to the customers about the company or business and its goods and services.

https://www.lendingkart.com/blo es-of-industries

Concept of Start-ups Entrepreneurial support agencies at National, State, District
Level( Sources): DIC,NSIC,0SIC, SIDBI, NABARD, Commercial Banks, KVIC etc.

e A start-upisacompanythat'sintheinitialstagesofbusiness.
e Founders normally finance their start-ups and may attempt to
attractoutsideinvestment before they get off the ground.
e Funding sourcesincludefamily andfriends,venturecapitalists,crowdfunding,andloans.
o Start-upsmustalsoconsiderwherethey'lldobusinessandtheirlegalstructure.
o Start-ups come with high risk as failure is very possible but they can also be very unique places
to work with great benefits, a focus on innovation, and great opportunities to learn.

The support agencies has set up various centres or institutes to impart training and development to
entrepreneurs, so as to improve their knowledge, attitudes, and skills.

For the development of entrepreneur a number of specialized agencies have been set up by the state
and central governments which are as follows:
Government also plays a very important role in developing entrepreneurship. Government develop

industries in rural and backward areas by giving various facilities with the objective of balancesregional
development.The government set programmes to help entrepreneurs in the fieldof technique, finance,
market and entrepreneurial development so that they help to accelerate and adopt the changes in
industrial development. Various institutions were set up by the central and state governments in order
to fulfil this objective.

The Government has set up various centres or institutes to impart training and development to
entrepreneurs, so as to improve their knowledge, attitudes, and skills.
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1.DistrictindustryCentres (DICs):
Governments, both Central and State, have in the past taken a numberof measures for the development

of small and village industries, but the actual achievement has been far below expectation, because the
focus of attention for industrial development was mainly on large cities and state capitals.

Also the multiplicity of institutions involved in the development of small industries and complicated
systems and procedures made the job of promoting the industrial units an uphill task for small
entrepreneurs.

Hence, it was felt necessary to establish a development agency which could provide all services and
facilities to village and small industries under one roof. Accordingly, the DICs were established on May8,
1978 in order to cater the needs of small units.

Each district has a DIC at its headquarter. The main responsibility of DIC is to act as the chief
coordinator or multi-functional agency in respect of various Government departments and other
agencies. The prospective small entrepreneur would get all assistance from DIC for setting up and
running an industry. The metropolitan cities of Delhi, Mumbai, Kolkata and Chennai have been kept
outside the purview of the DIC.

OrganisationalSetupofDICs:

UsuallyeachDICconsistsof:

i. OneGeneralManageroftherankof]oint DirectorofIndustriesasthehead.

ii. Four Functional Managers, of whom, three would be in the areas of economic investigation, creditand
village industries. The fourth functional manager would be entrusted with the responsibility in any of
the areas like raw materials/marketing/training etc. depending on the specific requirement of each
district.

iii. ThreeProjectManagerstoprovidetechnicalservicesinthearearelevanttoneedsofthedistrict concerned.
Their role is to facilitate modernisation and up- gradation of technology in the small sector. Atthe sub-
division level, therecouldbeAssistant DirectorofIndustriesandindustryPromotionOfficer, but these
positions do not exist in every state.

FunctionsofDICs:
TheroleofDICismainlypromotionalanddevelopmental.Toattainthispurpose,ithastoprovide needed services
and support to small and village industries.

i. Identification of Entrepreneurs - DIC develops new entrepreneurs by conducting entrepreneurial
motivation programmes throughout the district especially in small towns.

ii. Selection of Projects — DIC offers technical advice to new entrepreneurs for the selection of projects
suitable to them.

iii. Registration under SSI - DIC provides provisional and permanent registration to the new
entrepreneurs. After the selection of projects, entrepreneurs are issued with provisional SSI
Registration which is essential for obtaining assistance from the financial institutions. Once a unitcomes
into being, then the unit is registered permanently.

Provisional registration is awarded for two years in the first instance and thereafter, can be renewed
every year taking into consideration the fact that the party is taking effective steps to install the unit,but
this renewal is limited to only two times.

iv. Clearances from Various Departments - It takes the initiative to get clearances for the project from

various departments and takes follow up measures to get speedy power connection.
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v. Recommending Applications to Various Other Departments - The District Industry Centre
recommends the applications of SSI units for availing loans and working capital facilities to commercial
banks and other financial institutions.

The DIC also recommends the application of SSI units to National Small Industries Corporation for the
purchase of machinery on hire-purchase/lease basis, after assessing the technical and economic
viability of the industrial units.

vi. Arranging Seed Money - The DIC, through various associated corporations, provides seed money to
entrepreneurs who are technically qualified for setting up their small industrial ventures, but are not in
a position to muster their own capital as a part of their contribution towards the financial assistance
which they are to get from the banks or from the financial institutions.

vii. Assistance to RawMaterial Supplies — DIC makes necessary recommendations to the concerned raw
material suppliers and issues the required certificates for the import of raw materials, wherever
necessary. This facility enables the SSI units to get raw material on controlled rates and as per their
assessed requirements.

viii. Financial Assistance - Financial assistance to SSI units is being provided through various schemesof
the Industries Department. Under Prime Minister’s Rozger Yojana for Unemployed Youth, eligible
unemployed youths get financial assistance in the form of loan and subsidy on easy terms and
conditions up to Rs.95,000 for industrial, business and service activities.

ix. Subsidy Schemes - DIC assists SSI units and rural artisans to get subsidies such as power subsidy,
interest subsidy, subsidy under IRDP etc. from various institutions.

DIC also provides subsidy to such SSI units which purchase testing machinery/equipment for carrying
out different tests. This helps the SSI units to keep a constant watch on their products for ensuring
quality.

x. Grant ofPurchase Preference - The DICallows 15% purchase preference to SSlunits and5percent to
large and medium units in respect of purchase of products by various departments approved for
availing the concession.

xi. Assistance to Village Artisans and Handicrafts — DIC arranges for financial assistance with the lead
bank or nationalised banks of the respective areas for village artisans.

xii. Entrepreneurship Development Programmes /Seminars - Entrepreneurship Development
Programmes have been an important aspect of industrialisation since the entrepreneur may be highly
qualified, but he still may not be familiar with the different aspects and steps required in setting up an
industrial venture.

District Industry Centres have been conducting these programmes in association with Small Industries
Service Institutes and various Technical Consultancy Organisations to develop entrepreneurial skills in
the young entrepreneurs.

xiii. Import and Export Assistance — The items covered under the restricted and limited permissible
categories can be imported against the Import Licence. The Import Licences are issued by theconcerned
Import and Export authorities on the recommendations of the General Manager of the concerned DIC.
The SSI units desirous of exporting goods are required to get registered with the concerned Export
Promotion Council for availing various facilities. The application for this registration is routed through

the General Manager of the concerned DIC.
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xiv. Fairs and Exhibitions - With a view to give wide publicity to the industrial products being
manufactured by the various industrial centres throughout India, the Govt, of India organises India
International Trade Fair every year. This helps the industrial units to export their products to the outer
world, identify prospective buyers and open new marketing avenues.
2.NationalSmalllndustriesCorporation (NSIC):

The National Small Industries Corporation (NSIC) was set up in 1955 with the objective of supplying
machinery and equipment to small enterprises on a hire- purchase basis and assisting them
inprocuringGovernment ordersfor variousitemsofstores. Thesupplyofmachines onhire-purchase isin a
way an offer of funds, an offer of foreign exchange facilities, guidance on adopting modernised
technology for improved methods of production and combination of all.

NSIC takes upon itself the entire purchase procedure, starting from locating competent suppliers to
delivery of machines. In case of imported machines, NSIC obtains clearance from Director General to
arrange foreign exchange, obtain import licence, opens the letter of credit and looks after the customs
requirement and clearance of machines.

The Corporation’s Head office is at Delhi and it has four regional offices at Delhi, Mumbai, Chennai and
Kolkata and eleven branch offices. It has one central liaison office at Delhi and depots and sub-centres.
FunctionsofNSIC:

The NSIC has taken up the challenging task of promoting and developing small scale industries almost
from scratch and has adopted an integrated approach to achieve the socio-economic objectives.
ThefollowingsarethemainfunctionsofNSIC:

i. Todevelopsmallscaleunitsasancillaryunitstolarge-scale industries.

ii. Toprovidemachinestosmallscaleindustriesonhire-purchase basis.

iii. ToassistsmallenterprisestoparticipateinstorespurchaseprogrammeoftheCentral Government.

iv. Toassistsmallindustrieswithmarketingfacilities.

v. Todistributebasicrawmaterialsthroughtheir depots.

vi. Toimportanddistributecomponentsandpartstoactualsmallscaleusersinspecificindustries.

vii. Toconstructindustrialestatesandestablishandrunprototypeproductioncum-trainingcentres.
3.0SICOdishaSmalllndustriesCorporationLtd (OSIC).

OSIC is the nodal agency for supply of raw-material to MSMEs in the state for taking up infrastructure
development of the MSME sector.

The development of a separate cell is likely to strip off the rights vested now with the state-run Odisha
Industrial Infrastructure Development Corporation (IDCO). It may be noted that IDCO, which is also the
nodal agency of government for providing land to large projects, was established in 1981 with the
specific objective of creating infrastructure facilities in identified industrial estate and areas.

The prime function of IDCOis establishment of industrial areas, industrial estates, functional industrial
estates, growth centres at different strategic locations and to provide infrastructure.

Prior to formation of IDCO in 1981 for creation of industrial infrastructural facility, the portfolio of
development of industrial estates was with the OSIC.
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4.SmalllndustriesDevelopmentBankofIndia (SIDBI):

With a view of ensuring larger flow of financial and non-financial assistance to the small-scale sector,
the Government of India set up the Small Industries Development Bank of India (SIDBI) under a special
act of the Parliament in October 1989 as a wholly owned subsidiary of IDBI.

The bank commenced its operations from April 2, 1990 with its head office in Lucknow. The SIDBI has
taken theoutstandingportfolio ofthelDBIrelatingtothesmall-scalesectorworthoverRs. 4000crores. The
authorised capital of SIDBI is Rs. 250 crores with a provision to increase it to Rs. 1000 crores.
FunctionsofSIDBI:

The SIDBI was set up to function as the principal financial institution for the promotion, development
and financing of industry in the small scale sector and for co-ordinating the functions of institutions
engaged in similar activities. It has taken over the responsibility for administering Small Industries
Development Fund and National Equity Fund which were earlier administered by the IDBI.
TheSIDBIhasoutlinedthefollowingthreeareasasimmediatethrustareas:

i. Toinitiatestepsfortechnologicalupgradationandmodernisationofexisting units.

ii. ToexpandthechannelsformarketingtheproductsofSSIsectorindomesticandinternational markets.

iii. Topromoteemploymentorientedindustriesespeciallyinsemi-urbanareastocreatemore employment
opportunities and thereby checking migration of people to urban areas.
TheSIDBIhasoutlinedthefollowingactivitiesasits functions:

i. Refinancing of loans and advances extended by primary lending institutions such as State Financial
Corporations (SFCs), State Industrial Development Corporations (SIDCs) or State Industrial and
Investment Corporations (SIICs) and banks.

ii. Discountingandrediscountingofbills.

iii. Extension of seed capital or soft loan assistance under National Equity Fund, Seed Capital under
Mahila Udayam Nidhi Scheme.

iv. GrantingdirectassistanceandrefinanceforfinancingexportsofSSlsector.

v. ExtendingfinancialsupporttoStateSmalllndustriesDevelopmentCorporation(SSIDC).

vi. ExtendingfinancialsupporttoNationalSmalllndustriesCorporation (NSIC).
5.CommercialBanksandEntrepreneurialDevelopment:

Commercial banks play an important role in the growth and development of economy in general andthe
enterprise sector, in particular. The role of banks in promotion and development of business and
industry has become all the more important in post liberalisation era.

These days, commercial banks have not confined themselves to mere extension of finance to small
entrepreneurs, but have shown genuine concern for their progress and development. They have now
entered the challenging field of promoting new small scale entrepreneurs through Entrepreneurship
Development Programmes.

In their new role as promoters of small scale sector, they have accepted yet another challenging task.
TheyarenowholdingEDPsin collaboration withspecialisedinstitutions suchasDIC, SISI, TCOetc. with a
view to identify entrepreneurs, especially in backward areas and train and monitor them to start new

ventures.
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CommercialBanks-

o OrganisedundertheBankingCompaniesAct,1956

e Theyoperateonacommercialbasisanditsmainobjectiveisprofit.

o Theyhaveaunifiedstructureandareownedbythegovernment,state,oranyprivateentity.

e Theytendtoallsectors rangingfromruralto urban

o ThesebanksdonotchargeconcessionalinterestratesunlessinstructedbytheRBI

e Publicdepositsarethemainsourceoffundsforthesebanks
Thecommercialbankscanbefurtherdividedintothreecategories:

1. Public sector Banks- A bank where the majority stakes are owned by the Government or
thecentral bank of the country.

2. Private sector Banks- A bank where the majority stakes are owned by a private organization or
an individual or a group of people

3. ForeignBanks-Thebankswiththeirheadquartersinforeigncountriesandbranchesinour country,
fall under this type of bank

FunctionofCommercialBank:
Thefunctionsofcommercialbanksareclassifiedintotwomain divisions.
(a) Primaryfunctions

Accepts deposit : The bank takes deposits in the form of saving, current, and fixed deposits. The
surplus balances collected from the firm and individuals are lent to the temporary requirements of the
commercial transactions.

Provides loan and advances : Another critical function of this bank is to offer loans and advances to
theentrepreneurs and business people,and collect interest. For every bank, it is the primary source of
makingprofits. In this process, a bankretains asmall numberofdeposits as a reserve andoffers(lends) the
remaining amount to the borrowers in demand loans, overdraft, cash credit, short-run loans, and more
such banks.

Credit cash: When a customer is provided with credit or loan, they are not provided with liquid cash.
First, a bank account is opened for the customer and then the money is transferred to the account. This
process allows the bank to create money.

(b) Secondaryfunctions

Discounting bills of exchange:It is a written agreement acknowledging the amount of money to be
paid against the goods purchased at a given point of time in the future. The amount can also be cleared
before the quoted time through a discounting method of a commercial bank.

Overdraft facility:It is an advance given to a customer by keeping the current account to overdraw up
to the given limit.

Purchasing and selling of the securities: The bank offers you with the facility of selling and buying
the securities.

Locker facilities: Abank provides locker facilities to the customers to keep their valuables or
documents safely. The banks charge a minimum of an annual fee for this service.

Payingandgatheringthecredit: Itusesdifferentinstrumentslikeapromissorynote,cheques, and bill of
exchange.

6. NationalBankforAgricultureandRuralDevelopment (NABARD):
The National Bank for Agriculture and Rural Development (NABARD) was established in 1982 for

providing credit for the promotion of agriculture, small-scale industries, cottage and village indgztries,
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handicrafts and other rural crafts and other allied economic activities in rural areas with a view to
promote integrated rural development and secure prosperity of rural areas.

On its establishment, NABARD has taken over the entire undertaking of the Agricultural Refinance and
Development Corporation and has taken over from the Reserve Bank its refinancing functions in
relation to the State Co-operative Rural Banks. This Bank is now the co-ordinating agency in relation to
the Central Government, Planning Commission, State Governments and institutions engaged in the
development of small-scale industries, village and cottage industries, rural crafts etc. for giving effect to
the various policies and programmes relating to rural credit.

The capital of the NABARD is Rs. 500 crores, subscribed by the Central Government and the Reserve
Bank in equal proportions.

ManagementofNABARD:

In terms of the Act, the Board of Directors will consist of 15 members to be appointed by the Central
Government in consultation with the Reserve Bank. Besides the chairman and the managing director,
three directors from the Central Board of the Reserve Bank, three officials of the Central Government,
two officials of the State Governments and five directors from experts in rural economics, rural
development, handicrafts and village and cottage industries etc. and persons with experience in the
working of co-operative banks and commercial banks.

FunctionsofNABARD:

i. NABARD provides short-term refinance assistance for periods not exceeding 18 months to state co-
operative banks, regional rural banks and other financial institutions for a wide range of purposes
including marketing and trading relating to rural economy.

These short term loans can be converted by the NABARD into medium term loans for periods not
exceeding seven years under conditions of drought, famine or other natural calamities, military
operations or enemy action.

ii. NABARD can grant medium-terms loans to the State Co-operative Banks and Regional Rural Banksfor
periods extending from 18 months to 7 years for agriculture and rural development.

iii. NABARD is empowered to provide by way of refinance assistance long term loans extending up to
maximum period of 25 years to the State Land Development Bank, Regional Rural Banks, Scheduled
Commercial Banks, State Co-operative Banks or any other financial institution approved by the Reserve
Bank for giving loans to artisans, small-scale industries, village and cottage industries etc.
7.KhadiandVillageIndustriesCommission (KVIC):

Khadi and Village Industries Commission was established in 1953 with the primary objective of
developing khadi and village industries and improving rural employment opportunities. Its wide range
of activities include training of artisans, extension of assistance for procurement of raw materials,
marketing of finished products and arrangement for manufacturing and distribution of improved tools,
equipments and machinery to producers on concessional terms.

KVIC provides assistance to Khadi and Village Industries which require low capital investment and
ideally suited for manufacturing utility goods by using locally available resources. There are many
specified village industries such as processing of cereals and pulses, leather, matches, gur andkhandsari,
non-edible oils and soaps, bee-keeping, village pottery, carpentry and blacksmithy etc.

KVIC’s policies and programmes are executed through State Khadi and Village Industries Boards

registeredundertheSocietiesRegistrationAct,1960andIndustrialCooperativeSocietiesregistered
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under State Cooperative Societies Act. Activities involving pioneering type of work such as developing

new industries in hilly, backward and inaccessible areas are undertaken by KVIC directly.

Forthedevelopmentofentrepreneuranumberofspecializedagencieshavebeensetupby thestate and central
goverenments which are as follows:
SmalllndustriesServicelnstitutes(SISI)

SmalllndustriesDevelopmentOrganisations(SIDO)
NationalSmalllndustriesCorporation

SmalllndustriesExtensionTrainingInstitute.
EntrepreneurshipDevelopmentInstituteof india
InstituteforRuralManagementandAdminstration
NationallnstituteforEntrepreneurshipandSmallBusinessDevelopment(NIESBUD)

NationalAllianceofyoungentrepreneurs(NAYA)

TechnologyBusinessIncubators(TBI)andScienceandTechnologyEntrepreneur

Incubators provide resources and services to entrepreneurs, including working space and offices,
technical expertise, management mentoring, assistance in compiling an effective business plan, shared
administrative services, technical support, business networking, and advice on intellectual property,
sources of financing, markets, and strict admission/exit rules.

A technology business incubator (TBI) is an organisational setup that nurtures technology. based and
knowledge driven companies by helping them survive during the startup period in. the company's
history, which lasts around the initial two to three years.

Atechnology business incubator(or TBI) is a type ofbusiness incubatorfocused on organizations that
help startup companies and individual entrepreneurs which use modern technologies as the primary
meansofinnovation
todeveloptheirbusinessesbyprovidingarangeofservices,includingtraining,brokeringand financing. In
several countries, includinglndia,China, and thePhilippinesthere have been government initiatives to
support TBIs.[21B]0rganizations under the title of technology business incubator often receive funding
or other forms of support from the national government.

EXAMPLE-

1. AMITYINNOVATION INCUBATOR
2. THEINNOVATIONCONTINUUM
3. INDIANANGELNETWORK

Science&Technology EntrepreneurshipPark(STEP)

The Science Parks and similar initiatives help in creating an atmosphere for innovation and
entrepreneurship;foractive interaction between academic institutions andindustries forsharingideas,
knowledge, experience and facilities for the development of new technologies and their rapid transferto
the end user.
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The Science & Technology Entrepreneurs Park (STEP) programme was initiated to provide a re-
orientation in the approach to innovation and entrepreneurship involving education, training, research,
finance, management and the government. A STEP creates the necessary climate for innovation,
information exchange, sharing of experience and facilities and opening new avenues for students,
teachers, researchers and industrial managers to grow in a trans-disciplinary culture, each
understanding and depending on the other's inputs for starting a successful economic venture. STEPs
are hardware intensive with emphasis on common facilities, services and relevant equipments.

The major objectives of STEP are to forge linkages among academic and R&D institutions on one hand
and the industry on the other and also promote innovative enterprise through S&T persons.

Obijectives

To forge a close linkage between universities, academic and R&D institutions on one hand
andindustry on the other.
TopromoteentrepreneurshipamongScienceandTechnologypersons,manyofwhomwere otherwise
seeking jobs soon after their graduation.
ToprovideR&Dsupporttothesmall-scaleindustrymostlythroughinteractionwithresearch
institutions.

Topromoteinnovationbasedenterprises.

FacilitiesandServicesProvidedby STEPs

It offers facilities such as nursery sheds, testing and calibration facilities, precision tool
room/central workshop, prototype development, business facilitation, computing, data bank,
library and documentation, communication , seminar hall/conference room , common facilities
such as phone, telex, fax, photocopying. It offers services like testing and calibration,consultancy.

Training,technicalsupportservices,businessfacilitationservices,databaseand documentation

services,qualityassuranceservicesandcommonutilityservices.
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UNIT-2
MARKETSURVEYANDOPPORTUNITYIDENTIFICATION

BusinessPlanning
e SSI,AncillaryUnits, TinyUnits,Servicesector Units
e TimeschedulePlan,AgenciestobecontactedforProject Implementation
e AssessmentofDemandandsupplyandPotentialareasofGrowth
¢ IdentifyingBusinessOpportunity
Final Product selection

BusinessPlanning

e A business plan is a document that defines in detail a company's objectives and how it plans to
achieve its goals. A business plan lays out a written road map for the firm from marketing,
financial, and operational standpoints. Both startups and established companies use business
plans.

e A business plan is a documented strategy for a business that highlights its goals and its plans for
achieving them. It outlines a company's go-to-market plan, financial projections, market
research, business purpose, and mission statement. Key staff who are responsible for achieving
the goals may also be included in the business plan along with a timeline.

e The purpose of a business plan is three-fold: It summarizes the organization’s strategy in order
to execute it long term, secures financing from investors, and helps forecast future business
demands.

PurposesofaBusinessPlan

1. Securingfinancingfrominvestors.

Since its contents revolve around how businesses succeed, break-even, and turn a profit, a businessplan
is used as a tool for sourcing capital. This document is an entrepreneur's way of showing potential
investors or lenders how their capital will be put to work and how it will help the business thrive.

Allbanks,investors,andventurecapitalfirms willwanttoseeabusinessplanbeforehandingovertheir money,
and investors typically expect a 10% ROI or more from the capital they invest in a business.

Therefore, these investors need to know if - and when - they'll be making their money back (and then
some). Additionally, they'll want to read about the process and strategy for how the business will reach
those financial goals, which is where the context provided by sales, marketing, and operations plans
come into play.

2. Documentingacompany'sstrategyandgoals.

Abusinessplanshouldleavenostoneunturned.

Business plans can span dozens or even hundreds of pages, affording their drafters the opportunity to
explain what a business' goals are and how the business will achieve them.

To show potential investors that they've addressed every question and thought through every possible
scenario, entrepreneurs should thoroughly explain their marketing, sales, and operations strategies -
from acquiring a physical location for the business to explaining a tactical approach for marketing
penetration.

To show potential investors that they've addressed every question and thought through every possible
scenario,entrepreneursshouldthoroughlyexplaintheirmarketing,sales,andoperationsstrategies—3
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from acquiring a physical location for the business to explaining a tactical approach for marketing
penetration.

These explanations should ultimately lead to a business' break-even point supported by a sales forecast
and financial projections, with the business plan writer being able to speak to the why behind anything
outlined in the plan.

3. Legitimizingabusinessidea.

Everyone's got a great idea for a company - until they put pen to paper and realize that it's not exactly
feasible.

A business plan is an aspiring entrepreneur's way to prove that a business idea is actually worth
pursuing.

As entrepreneurs document their go-to-market process, capital needs, and expected return on
investment, entrepreneurs likely come across a few hiccups that will make them second guess their
strategies and metrics - and that's exactly what the business plan is for.

It ensures an entrepreneur's ducks are in a row before bringing their business idea to the world and
reassures the readers that whoever wrote the plan is serious about the idea, having put hours into
thinking of the business idea, fleshing out growth tactics, and calculating financial projections.

4. GettinganAinyourbusinessclass.

Speaking from personal experience, there's a chance you're here to get business plan ideas for your
Business 101 class project.

Whatdoesabusinessplanneedtoinclude?

BusinessPlanSubtitle
ExecutiveSummary
CompanyDescription
TheBusiness Opportunity
CompetitiveAnalysis
TargetMarket
MarketingPlan
FinancialSummary

Team

SSI

Small Scale Industries (SSI) are those industries in which the manufacturing, production and rendering
of services are done on a small or micro scale. These industries make a one-time investment in
machinery, plant, and equipment, but it does not exceed Rs.10 crore and annual turnover does not
exceed Rs.50 crore.

On 9 May 2007, subsequent to the amendment of the Government of India (Allocation of Business)

Rules,1961,theMinistryofSmallScaleIndustriesandtheMinistryofAgroandRurallndustrieswere 29



merged to form the Ministry of Micro, Small and Medium Enterprises. Thus, the SSIs are included under
the Ministry of MSME.

CharacteristicsofSSI

Ownership

SSI'sgenerallyareundersingleownership.Soitcaneitherbeasoleproprietorshiporsometimesa partnership.

Management

Generally, boththe management andthe controlis with the owner/owners. Hence the owneris actively

involved in the day-to-day activities of the business.

LaborIntensive

SSI'sdependenceontechnologyisprettylimited.Hencetheytendtouselabourandmanpowerfortheir

production activities.

Flexibility

SSI'saremoreadaptabletotheirchangingbusinessenvironment.Soincaseofamendmentsor unexpected

developments, they are flexible enough to adapt and carry on, unlike large industries.

LimitedReach

Smallscaleindustrieshavearestrictedzoneofoperations.Hence,theycanmeettheirlocalandregional demand.

ObjectivesofSSl

Theobjectivesofthesmallscaleindustriesare:

e Tocreatemoreemployment opportunities.

e Tohelpdeveloptheruralandlessdevelopedregionsoftheeconomy. 40



o Toreduceregional imbalances.

e Toensureoptimumutilisationofunexploitedresourcesofthe country.

e Toimprovethestandardoflivingof people.

e Toensureequaldistributionofincomeandwealth.

e Tosolvetheunemploymentproblem.

e Toattainself-reliance.

e Toadoptthelatesttechnologyaimedatproducingbetterqualityproductsatlower costs.

Typesof SSI

SSI are primarily categorised into 3 types, based on the nature of work carried out, which are asfollows:

Manufacturinglndustries

The manufacturing industries manufacture finished goods for consumption or used further in

processing. Some examples of such SSIs are food processing units, power looms, engineering units, etc.

AncillaryIndustries

Ancillary industries manufacture components for other manufacturers. These manufacturers then
assemble the final product. Big companies manufacture finished goods, but they do not generally make

all the parts themselves. The vendors of such big companies are ancillary industries.

Servicelndustries

Service-based industries are not involved in any kind of manufacturing products. They provide services

such as repair, maintenance and upkeep of the products after-sales.
Othertypesof SSIsareas follows:

Export Units
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AnSSlisconsideredasanexportunitwhentheexportingismorethan50%ofitsproduction.

CottageUnits

The cottage units are considered as SSIs when they do not involve a dedicated facility and are

carriedout within living spaces or houses of the owners.

Villagelndustries |

An SSl is considered village industries when they are established in rural areas and are not part of

theorganised sector. Typically, these industries solely depend on human labour for production.

ExamplesandldeasofSSisinindia

Bakeries

e Schoolstationeries

o Water bottles

e Leatherbelt

e Smalltoys

o PaperBags

e Photography

e Beautyparlours

e Spinningandweavingindustry
e Coconutoilmaking

o Cashewnutprocessing
e (Clay products

e Agarbattimaking

e Chalkmaking

e Biodieselproduction

42



e Rice mill

e Toysmaking

 Honeyprocessing

o Slippers making

e Detergentpowdermaking

e Spices making

e Chocolate making

e Waterbottles manufacturing

e Toothpickmaking

o Xeroxandprinting

o Picklemanufacturingindustry

e Incensestickmanufacturingindustry
e Paperplatemanufacturingindustry

e Candlemanufacturing

AncillaryUnits

An ancillary small industrial unit is the one who supplies not less than 50% of its production to another
industry. The term ancillary industry refers to that industry which supports the main industrial activity
in a given region or city. Ancillary industries are referred to as those industries which invest in plantand
machinery with a capital not exceeding rupees 1 crore.

Ancillary industries do the work of making parts and components used by heavy engineering
industries to shape their final product for ultimate consumption. In this way the heavy industries get
freedfromthepressure ofmakingeverypartandcomponentandinthiswaythecapitalisalsosavedby them so
that they can make investment somewhere else.

Some characteristics of ancillary industries are as follows:
- They supplya minimum 50 % of their production to heavyindustries also known as parent industries.
The maximum capital they can invest is Rs. 1 Crore.

- The various segments which use ancillary units are for ex: - textile machinery, agriculture machinery,

railways, automobile industry, shipbuilding industry, aircraft industry etc.

Theadvantagesthatheavyindustrieshaveduetoancillaryindustriesareasfollows:

> Innovation:Duetotheexistenceofancillaryunitstheheavyindustriessavemuchtimefordoing innovation
in their productsrather than simply making  smaller units.

> Specialization:Whenpartsorcomponentsaremadebyancillaryunits,theyarespecializedinthat

productbutifthispartistobemadeintheparentcompanyitwillbeonlyitssidelineoperation.

> Nostorageneeded:Thestorageproblemissolvedasitisinthehandsofheavyindustriestoorder
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only when they require.
> Supplierscanbechangedeasily:Heavyindustriescaneasilychangethesuppliers(ancillaryindustries or
units) of components or small parts if quality of product decreases which is not easy in case they are
made on their own. Also, if there is a need to change their requirement, they can easily change their
suppliers.

> Capital diversification: Heavy industries can use capital saved from while taking off small parts from
ancillary industries to research work in their product and thus make more profit as that product willnot
be available in scarcity as compared to smaller units.

AncillaryUnit:

1. Itisthattypeinwhichitssuppliesits50%productiontotheparentunit.

2. Itsinvestmentlimitisalmostonecrore.

3. Thereisassistancerequiredfromparentsbyprovidingtechnicalandfinancialsupport.
4. Itcandoitsbusinessby itself.

5. Itisofsmall scale.

TinyUnits

1. [tisthattypeinwhichmachineryandinvestmentofplantisnotmorethan25 lac.
2. Itsinvestmentlimitisalmost25 lac.

3. Thereisnoassistance required.

4, Itcannotdoitsbusinessbyitself.

5. Itisoflargescale.

DifferencebetweenAncillaryUnitsandTinyUnits

Basisofdifference Ancillaryindustrialunits Tinyunits

Definition Industrial units that have to supply a| Industries that have a maximum
minimumof50%oftheirproductionto investment of Rs. 25 lakh
theirparentindustriesaretermed intheirplantandmachineryare
ancillaryindustrialunits. regardedastinyindustrialunits.

Investmentlimit ThemaximumlevelofinvestmentisRs. 1 | The maximum level of
crore. investment is Rs. 25 lakh.

Obligation Such units have to supply at least 50%| Nosuch obligations.
of their production to their parent
industries.

Examples Industriesengagedin  theproductionoff Business units such as small
machine parts, tools and other| shops, boutiques, STD
intermediate products. (subscriber  trunk  dialling)

booths and photocopy centres.

Servicesector Units

The service sector is the sector of the economy that produces and offers services. According to the tri-
sector macroeconomic theory, there are three major economic sectors - primary, secondary, and
tertiary.

1. PrimarySector

The primary sector is composed of industries engaged in the business of gathering raw materials. It
includes mining companies, lumber companies, and oil drilling companies - along with the agricultural
and fishing industries.
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2. SecondarySector

The secondary sector includes all businesses involved in producing and selling goods - such as auto
manufacturers, furniture stores, and clothing retailers.

3. TertiarySector

The tertiary sector is the service sector. It includes industries such as the financial services industry,
internet technology (IT), and the healthcare and entertainment industries.

The service sector or tertiary sector refers to one of the portions forming the three-sector model of the
economic sector. The businesses in the service industry produce intangible goods in the form of service
as output delivering to other businesses or consumers.

The service sector refers to the industry producing intangible goods, the services as output. In many
countries, it is the largest and fastest-growing sector.
[tcanbecategorizedintoconsumer,business,andpublic services.
Examplesincludehospitality,education,informationtechnology,media,andentertainment.

The tertiary sector dominates the Indian economy. Liberalization and a series of economic changes in
the 1990s fuelled the rise of the service industry, transforming an agriculture-dependent economy into
one dominated by the service industry.

Typesofservice sector

There are different types of tertiary sectors and classifications. Moreover, their proportion varies with
countries. One of the classifications is organizing them into consumer, business, and public services.

ConsumerServices:Targetmarketwillbetheindividualconsumers.Examplesincludehospitality and
retail.

BusinessServices:Targetmarketwillbetheorganizationsorotherbusinesses.Examplesinclude
information technology and marketing services.
PublicServices:Deliverservicestothegeneralpublic.Examplesincludehealthcareand education.
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Top10servicesectorcompaniesinlndia:

1 Reliancelndustries

2 HDFC Bank
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3 ICICIBank

4 HDFC

5 TataConsultancyServices

6 Larsen&Toubro

7 StateBankoflndia

8 NTPC

9 KotakMahindraBank

10 AxisBank
TimeschedulePlan

Aschedule plan, also called aschedule management plan, is an essential component of project
management. Project managers create schedule plans to determine the start and end dates of a project,
the milestones along the way, and a timeline for completing individual tasks.

Scheduleplanningcanbenefitaprojectinseveralways:
Keepteammembersabreastofdeadlinesandresponsibilities.

Staymindfuloftime-relatedcosts.

Monitorhowresourcesareallocated.

Develop a solidproject planthat guides the entire team through initiating, executing, and concluding a
project.

Howtocreateascheduleplan

Followthestepsbelowtostartbuildingyourscheduleplan.

1. Definetheproject’sactivitiesandtheirduration.

In project management, an activity refers to a single stage in the process of bringing a project to
completion.Eachactivityhasitsownstartandenddate.Altogether,aproject’sactivitiesleadtothefinal
deliverable.

Work with your project team and, if possible, subject-matter experts to create a list of all the activities
requiredtocompletetheproject.Accountfortheindividualtasksforeachactivityandthetimerequired to
complete them. Then, you'll need to order the activities in the most logical sequence so that the process
can be tracked and managed.

2. Determine theproject’sresources.

For this step, refer to your sequence of activities to determine what resources you’ll need to carry out
those activities. Resources might include people, equipment and supplies, funding, information, or
facilities. Take into account when resources will become available, and adjust the sequence of activities
accordingly.

3. Selectaschedulingmethodology.

In project management, there are different approaches to scheduling a project. You'll want to select the
methodology that makes the most sense for your project by considering all factors that may affect the
project timeline.

The Critical Path Methodis sequential and linear. Each task must be completed before beginning the
task that follows. Industries that use the Critical Path Method include construction, aerospace and
defense, and product development.
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Agileis an iterative method by which projects are divided into shorter-term development cycles,
allowing team members to assess progress at the end of each cycle and make adjustments for the cycle
thatfollows.IndustriesthatuseAgileincludemarketingandadvertising,bankingandfinance,andhealth care.
The Program Evaluation and Review Technique (PERT)involves identifying the time it takes to
complete each task or activity, so that project managers can better estimate the project’s completion
date. PERT works well for research and development projects, as well as projects that don’t involve
repetitive activities.

4. Selectasoftware.

Projectschedulingsoftwarecanhelpteamscompleteprojectsinatimelyfashionby:
Providingacentralsourceofreference
Displayingavisualrepresentationoftheoverallworkflow,taskdeadlines,howtheprojectis progressing, etc.
Organizinginformationabouttheproject
Automatingtaskslikesendingnotificationstoindividualteammembersandgeneratingdatareports

Collaboratewithyourteamtoselectthebestschedulingsoftwareforyourproject.

5. Establishtheschedulebaseline.

A schedule baseline is the schedule that project stakeholders approve once all tasks, timelines, and
resourceshavebeenaccountedfor.Havingaschedulebaselineprovidesthe teamwithatoolforgauging
whether the project stays on schedule.

When a task or activity takes longer than is expected, project managers and teams can refer to the
schedule baseline to determine how best to get a project back on track.

6. Establishperformancemeasures.

Justasyouusetheschedulebaselinetomeasurewhetheraprojectisprogressingontime,you’llneedto
establishotherareasofprojectperformancethatyouwanttomeasurealongtheway.Thesecaninclude:
Whethertheteamisreachingtheestablishedprojectmilestones
Thequalityoftheworkthatteammembersarecompletingateachphaseofthe project
Teammoraleandtheattitudestheyhavetowardtheproject

Resourcemanagement

Decidehowandwhenyouwillmeasureperformance, suchasholdingmeetingswithteammembersand
stakeholders to discuss the project or collecting their feedback through a questionnaire.

7. Createcontingencyplans.

Withmostprojects,somedelaysandchallengescanimpedeprogress.Forexample,resourcescrucialtoa
particular activity may become unavailable, thus resulting in a delay or even an added cost.

Your schedule plan should document potential risks as well as contingencyplans, orPlan B, for howthe
team will handle instances when potential risks become a reality.

8. Identifyschedulechangecontrolprocedures.

In this section of your schedule plan, you will document instances when specific schedule elements can
be changed and by whom. You should also include details about the impact of specific schedule changes
on the project, including the time to completion, the need for additional resources, or changes to actual
tasks and activities. The procedure itself might include several steps, such as:



Completingachangerequest
Assessingtheworkinvolvedinimplementingthechange
Choosingacourseofaction:denying,accepting,ormodifyingthechangerequest

9. Establishtheformatandfrequencyofprogressreporting.

Inthissection,you willdocumenthow teammembersshouldsubmitupdatesontheproject.Include details such
as:

Whowillsubmitprogressreports

Howoftentheyshouldsubmitreports

Requiredinformationforthereports
Theformatforthesereports(visualrepresentationsorwrittendescriptions)

Wherethereportsaresubmitted

AgenciestobecontactedforProjectimplementation

Inordertobeeligibletoapplyforproject, anentityshouldbe:-

i. registered under Indian Trust Acts or any State Society Registration Act or any State Cooperative
Societies or Multi-State CO-operative Acts oF the Companies Act 2013 or the Limited Liability
partnership Act, 2008.

il. Governmentorasemi-GovernmentorganizationattheStateandNationalLevel.

Project Implementing Agencymeans the responsible agency designated to implement, monitor,
and evaluate each city demonstration project under Part 2 of the Project and the term “Project
Implementing Agencies” shall refer collectively to every Project Implementing Agency.

All the payments under the contract for the package for which this invitation for Bids is issued shall
be made by the Employer {who is also named as Project Implementing Agency(PIA) by Ministryof
Power/Gol} named in Biding Documents.

Project Implementing Agency (PIA) shall formulate a detailed comprehensive Quality Assurance
(QA) plan for the works to be carried out under IPDS scheme with an objective to create quality
infrastructure works.

(PIA) shall formulate a detailed comprehensive Quality Assurance (QA) plan for the works to be
carried out under DDUGJY scheme with an objective to create quality infrastructure works. It is the
responsibility of Watershed Committee to form SHGs in their respective villages under the guidance
of Watershed Development Team and Project Implementing Agency.

Project Implementing Agency (PIA): Society for Elimination of Rural Poverty, Department of Rural
Development, Government of Telangana 2.

AssessmentofDemandandsupplyandPotentialareasof Growth

e Demand andsupplyanalysis is the study of price changes with respect to the number of buyers and
sellers for a particular product.

e In a state of market equilibrium, the demand curve and the supply curve intersect. At thispoint, the
demand and supply for a commodity are equal.

e The fair price of farm yield is also based on demand-supply. In a perfectly competitive market,
farmers are price takers and demand-supply is the price maker. Therefore, governments set a

minimum price to protect farmers.
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e Supply and demandis an economic model which states that the price at which a good is sold is
determined by the good’s supply, and its demand. When the supply of a good is equal to its
demand (known aseconomic equilibrium), it reaches a stableprice which buyers and sellers can
agree on.

o If the supply of a good is higher than its demand, then the price will drop (various sellers will have
to compete with each other by offering lower prices, which will in turn create more demand),
until eventually the supply and demand equalize. When the supply for a good is greater than the
demand, it is referred to as a surplus.

o If the demand for a good is greater than its supply, then the opposite will occur. Suppliers will
increase their prices to earn more profit with the products they already have, until eventuallythe
supply and demand reach equilibrium at some peak price. When the demand for a good is
greater than the supply, it is referred to as a shortage.

e The law of demand states that (with a few exceptions) as price rises, the quantity demanded of
any good or service would be lower.

e The law of supply implies that higher the price received by a supplier, the quantity supplied will
rise. Thus, demand is often a downward sloping curve in the price-quantity plane, while supplyis
an upward sloping curve.

of-=--

e WhatistheEquilibriumPrice?

e The intersection of the supply and demand curve denotes the market equilibrium, which in turn
determines the equilibrium levels of price and quantity of the particular good (or service) in the
economy.

e [f the present demand for a good (or service) in the economy is higher than the equilibrium

quantity,thesituationisdescribedasthatofanexcessdemand.Excesssupplyis alsodefinedina similar
fashion.

SUPPLY

\\”\”,_\ >

A\ R
\A()\ 1\1\L

PRICE

“\DEMAND

N,

A 4

QUANTITY

49



s W

©No W

N

o WhatCausesShiftsinSupplyor Demand?

e Changes in Supply and demand (and thus the equilibrium price and quantity) of any good or
service could be governed by a lot of factors, such as: changes in policies, unpredictable shocksto
the economy, business cycle fluctuations like a recession or a boom, or even simply over time
(long run versus short run). It also depends on the nature of the market (whether the market is
perfectly competitive or monopolistic etc.).

e The analysis of all the above could be termed as the study of the supply and demand, or simply,
'Demand Supply Analysis'.
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IdentifyingBusiness Opportunity

To be successful entrepreneurs, we need to be continually innovating and looking for opportunities
to grow our startups. An entrepreneur takes the initiative to start the business activities, by
exploring and analyzing or Identification of business opportunities. He also bears the related risks.
The real entrepreneur is not risk centered, rather he is opportunity centered. The entrepreneurs
explore economic and business opportunities and remain ready to take advantage of those
opportunities.

Followingaretheobjectivesoftheldentificationofbusinessopportunities:

Identification of opportunities by an entrepreneur, in the context of probable industries and to
decidehis own role, the scope of work, and relationships, in accordance with the opportunities.
Tokeepwatchoverthe possiblemarketofthecommodityorserviceto be produced.
Todecideahigh-levelgroupofmanagers,sothatentrepreneurialventuresmaybe started.
Tomakeanassessmentoffinancialresourcesbymakingfinancialforecasts,inthecontextofthe process if
industrial development.

Toexploretheopportunitiesforpossibleentryinotherareas.
Toassesstherequirementsoflabor,capital,andmaterialsforthe industries.
Tofindoutthepossibilitiesofshorttermandlongtermdevelopmentinvariousareasoftheeconomy.

To have the desire for technical knowledge, awareness towards new opportunities, and acceptance
ofthe changes.
Toseethepossibilitiesofdivertingtheavailableresourcestowardsachievingthebusinessobjectives.

. Toidentifythoseindustries,whicharenotbasedonlocalsources,butwhichmaybeeconomically considered,

in view of future requirements.

Spotting market opportunities is essential for business growth and survival. Opportunities are factors
that contribute to your growing success. These are typically external and include things like:

e economictrends
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markettrends

shiftingorexpandingcustomerbase

changesingovernmentorindustry regulations
changesinpartnershipsorrelationshipswithsuppliers,competitors, etc
neworchangingfundingprospects(egincreaseingrantfunding)

OneofthebestwaysofidentifyingnewbusinessopportunitiesistocompleteaSWOT analysis.

SWOTanalysistoidentifybusinessopportunities

ASWOTanalysisisoneofthemostpopularstrategicanalysistools.Itfocusesonfourkeyfactors affecting your
business:

strengths

weaknesses

opportunities
threatsfacingyourbusiness

A SWOT analysis typically provides you with valuable information about your business. It can help you
to identify new opportunities and prospects that you can potentially exploit.

For example, if SWOT analysis shows that your opportunities lie in changing market trends, you may
want to respond by introducing new products, altering prices of existing goods, adapting your
advertising or adding value to the customer experience.

Otherwaystodetectnewbusinessopportunities

OtherthanusingSWOTanalysis,todetectnewbusinessprospectsyoucan also:

Segment your customers - divide your customer base into smaller groups that share common
characteristics, such as age, gender, location, or lifestyle, attitude or purchasing habits. This
allows you to analyse the demand for your products or services and target each segment with
specific marketing, promotions and offers, ultimately helping you to seize new business
opportunities.

Analyse your purchase situation - look at distribution channels, payment methods and other
factors around purchasing to understand how your customers buy your products or services.
Then look at how you can improve them or offer alternatives to bring new customers to your
business.

Analyse your competition - research existing businesses in the market to understand their value
proposition and their competitive advantage. Establish your unique selling point to set yourself
apart from your competitors. Identify what draws your customers in and promote this.

Lookat othermarkets- exportinginto othercountries mayopen up newopportunities. Consider
carefully what the market is like. To increase the likelihood of success, research the competitors,
local habits and the likely demand for your products or services.

Considerexploitingothertypesofbusinessopportunitiestoo.Forexample,youcan:

franchiseyourbusiness
buyanexistingbusiness
findadistributortoincreaseyourmarketshare
explorelicensing,supplychaindeals, etc.

FinalProductselection

Goods and services are necessary for satisfying the needs of society. Such goods/services or
goodsalongwithservicesorsimplyanideacanbecalledasaproduct.Insimpleterms,productisanything
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that is offered for sale into the marketplace. This makes product an important constituent of marketing
and an important consideration in managerial decision-making.

There are various sources for collecting the vast array of information regarding product selection.These
sources include government publications. development agencies, management and technical journals,
public sector units like ITI, HAL, BHEL, etc, and various research laboratories. In many cases,
entrepreneurs may hire specialized institutions or individuals to carry out the process of product
selection on their behalf. Similarly, the task of market survey may be conducted by the entrepreneur
himself or by hiring experts or consultants.

CriteriatoSelecta Product

Anentrepreneurmakesuseofseveralcriteriabeforeselectingaproduct.Theseareasfollows:

1) TechnicalKnow-how:

Technical know-howis an important guiding factor for an entrepreneur while selecting a product. An
entrepreneur can easily decide what product should be manufactured if he belongs to the product-
related field. Similarly, knowledge in manufacturing or marketing field enables the entrepreneur in
selection of an appropriate product.

2) AvailabilityofMarket:

The availability of alarge market for a particular product also helps in its selection. If the demand for a
product is huge, then the market risk of launching it becomes less. Thus, it is very essential that the
entrepreneur have a good knowledge about the product's market in terms of how and where the
product can be sold.

3) FinancialStrength:

Relative financial of the entrepreneur also serves as guiding force in selection of a product.
Manufacturing a product generally requires heavy investment in research and development, capacity
creation, plant and machinery, etc., which is generally beyond the expenditure capacity of a small-sized
firm. Thus, itisadvisableforanentrepreneurtoanalyseitsfinancialstrengthpriortoproduct selection.

4) CompetitiveRivalry:

The returns from a product are greatly influenced by the degree of competition prevailing in themarket.
Factors like market dominance by the competitors, availability of substitutes, any barrier to entry, etc.,
play significant role in determining the viability of the product.

5) ProductCategory:

In many cases, certain products fall in the priority sector category while some others may be reserved
for small scale. sectors. The level and extent of competition for these product categories among small
sectors is lesser than that seen in other sectors of the economy. There are also certain products which
theGovernmenthasearmarkedasexclusivelytobepurchasedfromthesmallscalesector.Inthecaseof ~ such
products, the entrepreneur will definitelygive a greaterimportance to a product which fallsin this
category.

6) ConsistencyinDemand:

When there are not many fluctuations in the demand of a product then the market for such productscan
be consideredto bestable. Seasonal products are contraryin the sense that theirdemandfluctuates a lot.
The seasonality of a product also plays a large part in its selection or non-selection as this is directly
linked to the stability in the demand for the same. The entrepreneur should definitely prefer a product
which has a consistent and stable demand.

7) Restrictiononlmports:
The foreign trade policy of the government may restrict the import of some products. In such cases,
those products. gain attraction from general public and consequently an entrepreneur should prefer
those products that are part of such restricted category.
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8) AvailabilityofRawMaterials:

Availability of raw material is a very important factor for selecting a particular product. An
entrepreneur should ensure that supplies required for smooth conduct of business operations are
mostly available in desired quantity around the year. Moreover, the source of procurement of raw
material is also important. Where supplies are to be procured from external sources, the entrepreneur
will have to maintain a sufficient quantity of inventory compared to local sources.

9) GovernmentIncentivesandSubsidies:

Government often provide a number of subsidies and incentives for the promotion of certainbusinesses.
These incentives and subsidies are generally in the form of tax holidays, exemptions from customs,
concessions, etc. An entrepreneur must consider the availability of such governmental schemes as they
greatly support an entrepreneur in setting up a new business.

10) AncillaryProducts:

When the product is in the nature of an ancillary product (a product required for
manufacturinganotherproduct), then itsincreases theattraction fortheentrepreneur. Thisisbecause
theproduct will have a ready market in the parent industry. For example, an ancillary unit of Maruti.

11) LocationofBusiness:

Business location is also important for selecting a particular product as certain products are earmarked
for production in special zones like free trade zones, export promotion zones, etc. Government also
provides incentives and tax breaks for such products. Moreover, the location of big consumer markets
near the production centersalso increases the attractiveness of certain products. Such products willalso
be selected by the entrepreneur because of the locational advantage.

12) LicensingSystem:

There are overtime changes in the governmental licensing policies. For some products, it is mandatory
for the entrepreneur to have the required license issued by the concerned authority. Under particular
conditions, capital addition is also monitored.Moreover, the processofobtaininglicenseis burdensome
for certain products. Thus, products which require a lot of licensing approvals will not be veryattractive
to entrepreneurs.

13) GovernmentPolicy:

The selection of product also has to be done keeping in mind the government policies and their likely
impact. The entrepreneur should choose a product which falls in a sector with favorableGovernmental
policies. For example, products which are not socially beneficial like tobacco and alcohol do not receive
government support.

53



UNIT-3
PROJECTREPORTPREPARATION

e Preliminaryprojectreport

e Detailedprojectreport,TechnoeconomicFeasibility

e ProjectViability
In consideration to specific requirements, a project report must entail relevant information in several
formats and present it in an easy to understand and properly structured manner. Prepared in the form
of pertinent ranking or reports, or economic trend predictions, project report is the most significanttool

for decision-making.

StandardProjectReportFormat
The measurement of a standard project report should be in A4 size. It should be bounded by elastic

cover preferably of white color art paper and should be prepared according to the below mentioned
format of a project report:

. TitlePage
- Thetitlepageandcoverpagemustdisplaythetopicoftheprojectreport

. AuthenticCertificate
- The authentic certificate must posses the controller's signature, followed by his name and

designation along with full address, institution's name and his department's name.

. Summary
- The abstract must be a one page short summary of the project report. It should provide an insight of

the comprehensive report.

. ContentTables
- The content table should catalog all the topics which are included in the project report. Among the

content items, the authentic certificate and title page should not be included.

. Catalogofsymbols,acronymsand categorizations
- The catalog should include all the standard symbols, acronyms and categorizations used in the

project report.

. Chapters:
This can be classified in three broad categories namely preliminary chapter, chapters introducing the

focal theme of the project report and conclusion. The chief content is again classified various lessons
witheachlessonbeingfurtherclassifiesintovarioussegmentsandsub-segments.

Make sure that every lesson is given suitable heading. The placing of facts and figures and other
statisticsin each chapter shouldbe at the instant vicinity of the suggestion where they are quoted. The
annotation s should be placed carefully. They should be positioned below the text that they refer to.

. Appendices
- Appendices are included in a project report to provide additional information which is incorporated

in the primary content and serve as a diversion and cloud the fundamental topic. They should be
figured using Arabic numerals such as Appendix 2, Appendix 15, Appendix 21, etc. Tables and
suggestions featuring in Appendices should be figured and submitted at suitable positions.
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. ReferencesCatalog
- The References Catalogshouldbe placedbelowa broad"References" title. The suggestion text should be

organized in the alphabetical sequence of the primary writer. The writer's name shouldbe followed by
the year of edition and other relevant details.

FormulationofprojectReport

Aprojectreportisanoperatingdocument.Sothatwhatinformationandhowmuchinformationit contains
depends upon the size of the enterprise, as well as nature of production.

Project formulation divides the process of project development into eight distinct and sequential stages
as below:

General information

Projectdescription

Marketpotential

Capitalcostsandsourcesof finance

Assessmentofworkingcapitalrequirements

Otherfinancialaspects

Economicalandsocialvariables

Projectimplementation
Thenatureofinformationtobecollectedandfurnishedundereachofthesestageshasbeengiven below.

1. Generallnformation
Theinformationofgeneralnaturegivenintheprojectreportincludesthefollowing:

Bio-data of promoter: Name and address, qualifications, experience and other capabilities of the
entrepreneur. Similar information of each partner if any.

Industry profile :A reference analysis of industry to which the project belongs, e.g., past experience;
present status, its organization, its problem etc.
Constitutionandorganization:Theconstitutionandorganizationstructureoftheenterprises;incase of
partnership form its registration with registration of firms, certificate from the directorate of industries.
ProductDetails:Productutility,productrange,productdesign,advantagetobeofferedbytheproduct  over
its substitutes if any.

2. Project description
Abriefdescriptionoftheprojectcoveringthefollowingaspectsshouldbemadeintheprojectreport.

Site: Location of the unit; owned,rented or leasehold land; industrial area; no objection certificate from
municipal authorities if the enterprise location falls in the residential area.
Raw Material : Requirement of raw material, whether inland or imported, sources of raw material

supply.

Skilled Labour : Availability of skilled labour in the area i.e., arrangements for training laborers in
various skills.

Utilities: Theseinclude-

Power

Fuel

Water

PollutionControl
Communicationandtransportationfacility
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e MachineryandEquipment

o Capacityofthe Plant

e TechnologySelected

e OtherCommonFacilities

e ResearchandDevelopment
3. MarketPotential
Whilepreparingaprojectreport,thefollowing aspectsrelatingtomarketpotentialoftheproductofthe product
should be stated in the report.

e DemandandSupply position

o ExpectedPrice

e MarketingStrategy

o AfterSalesService
Dependinguponthenatureoftheproduct,provisionsmadeforafter-salesshouldnormallyinthe project report.

4. Capitalcostsandsourcesoffinance

Anestimateofthevariouscomponentsofcapitalitemslikelandand buildings,plantandmachinery,
installationcosts,preliminaryexpenses,marginofworkingcapitalshouldbegivenintheprojectreport.

5. Assessmentofworkingcapitalrequirements

The requirement for working capital and its sources of supply should clearly be mentioned. It is
preferred to prepare working capital requirements in the prescribed formats designed by limits of
requirements.

[twillreducetheobjectionsfromBanker’s side.

6. Otherfinancial aspects

To adjudge the profitability of the project to be set up, a projected profit and loss amount indicating
likely sales revenue, cost of production, allied cost and profit should be prepared.

A projected balance sheet and cash flow statement should also be prepared to indicate the financial
position and requirements at various stages of the project.

Breakdown level indicates the gestation period and the likely moratorium required for repayment of the
loans. Break-Even point is calculated as

Break-Evenpoint(BEP)=F/S-V Where

F =FixedCost

S = Selling Price/Unit

V=VariableCost/Unit
Thebreak-evenpointindicatesatwhatevenofoutputtheenterprisewillbreakeven.

7. Economicalandsocialvariables

Everyenterprisehassocialresponsibility. Inviewofthesocialresponsibilityofbusiness,theabatement costs,
i.e,, the costs for controlling the environmental damage should be stated in the project.
Inadditionthefollowingsocio-economicbenefitsshouldalsobestatedinthereport.

o EmploymentGeneration
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ImportSubstitution

Ancillaration

Exports

LocalResource Utilization

DevelopmentoftheArea
8. Project implementation
Everyentrepreneurshould draw an implementation scheme ora time-table forhis project to the timely
completion of all activities involved in setting up an enterprise. If there is delay in implementation
project cost overrun.

Techno-EconomicFeasibility Study

Techno-Economic Feasibility Studyor “TEFS” means a comprehensive study including the results of
resources/reserves estimation and in case of viability, proposed geo-technical, geo- hydrological,
mining, and processing/metallurgical methods and financial analysis taking into account technical,
engineering, legal, operating, environmental and economic factors as well as

Objective of Techno-Economic Feasibility Studies/ Detailed Project Reports is to determine thetechnical
feasibility andfinancial viability of the project, assess the risks associatedwith the project and
enumerate imminent actions that are requiredto be taken. It helps a client get a detailedevaluation ofa
project.

Coverage:

Techno-Economic Feasibility Studies/ Detailed Project Reports cover the following based on the clients
requirement:

e Markets:It covers estimated future sales revenue of the project based on estimated sales
volumes and price.

o Raw Materials & Fuel: [t estimates the adequacy of the quality and quantity of the rawmaterials
and fuel for the project, make an estimate of its cost.

o Plant Siting, Location & Infrastructure: It assesses the existing infrastructure and actions
required to develop the infrastructure necessary to set up the project.

e Project Technical Concept: This is core deliverable of the project and covers plant capacity,
equipment sizing, storages, plant auxiliaries, system engineering, electrical engineering, civil
engineering, Control & Automation engineering, Quality Control & Assurance, Captive Power
Plant and Waste Heat recovery system (WHR) based on the project requirement.

o Logistics:Inboundandoutboundlogisticsandlogisticsplanning.

o Environment:ApplicableRegulatoryFrameworkandEnvironmentallmpactofProject.

o ImplementationPlanning.

« HumanResources:Requirementandcost.

o InvestmentCost:Fundrequirement.

e OperatingCost:Itcoverscostofrawmaterial,utilities,overheads, etc.

o FinancialAppraisal:Itcoversprojectprofitability,IRR,NPV,payback, etc.

» Risks&Mitigation.

Methodology:
Broadmethodologyofexecutioninvolves:
o Datacollection
e Dataanalysis

o ReportandProject formulation

Benefits:
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[thelpsaclientmakeaninvestmentdecisionbased on:

o Technicalfeasibilityofthe project.

o Financialviabilityoftheproject.

e Therisksassociatedwiththeproject.
o Actionsrequiredforrisk mitigation.

UNIT-4
MANAGEMENTPRINCIPLES

¢ Definitions ofmanagement

¢ Principlesofmanagement

¢ Functionsofmanagement(planning,organising,staffing,directingandcontrollingetc.)
e LevelofManagementinan Organisation

Definitionsofmanagement

AccordingtoFolletmanagementis‘theartofgettingthingsdonethroughpeople’.Managementisadistinctp
rocessconsistingofactivitiessuchasplanning,
organizingleadingandcontrollingtoachievethedesiredresults.Thegoals
oftheenterprisearefulfilledthroughtheuseofresourceslikemen,money,
materialsandmachines.ManagerialSkillsarerequiredtoexploitthese resources and earn profit, face
competition and ensure long survival and growth of an enterprise. Throughout the management
function, these objectives must be kept in mind.

Thefirstweaknessisthatthedefinitionstatesthatmanagementisanart.Artdealswith applicationof
knowledge.Butmanagement is not merely application of knowledge. It also involves acquisition of
knowledge i.e., Science. Managing using intuition or thumb rule is not correct management. The second
weakness of this definition is that it does not explainthevariousfunctionsof management.

George RTerrywhodefines managementas“aprocess consistingofplanning, organizing,actuatingand
controlling performed to determine and accomplish the objectives by the use of people and resources”.
According to him, management is a process-a systematic way of doing thing using four managerial
functions namely planning, organizing, actuating and controlling. ‘Planning’ means thinking of the
manager’s action in advance. The actions of the managers are based on logic, plan or some method
rather than hunch. ‘Organizing’ means coordinating machines, materials and human resources of the
organization. ‘Actuating’ means motivating, directing the subordinates. ‘Controlling’ means that
managermustensurethatthereisnodeviations from plans.

CHARACTERISTICSOFMANAGEMENT

Thecriticalanalysisoftheabovedefinitions,thefollowingcharacteristicsofmanagement evolve.

(1) Management is a continuous process: The process of management consists of planning,
organizing, directing and controlling the resources to ensure that resources are used to the best
advantages of the organization. A single function alone cannot produce the desired results.
Management involves continuous planning, organizing, directingandcontrolling.

(2) Managementisanartaswellasscience:Managementisanartinthesense of possessing
managing skill by a person. Management is sciencebecausecertain principles, laws are developed
which are applicable in place where group activities are coordinated. This will be
discussedindetaillaterinthischapter.

(3) Management aims at achieving predetermined objectives: All organizations have
objectivesthatarelaiddown.Everymanagerialactivityresultsinachievementofthese
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predeterminedobjectives.

(4) Management is a factor of production: An enterprise produce goods or services using
resources like land, labour, capital, machines etc.Theseresourcesthemselves cannot realize the
organizations goals. The goals are achieved when these are effectively coordinated by the
entrepreneur. In case of small enterprises an individual can do such type of job where as in large
enterprises the coordination job is done by management. Therefore, managementis afactor of
production.

(5) Managementis decision-making: Decision-making is selecting the best amongalternative
courses.Decision-makingisanimportantfunctionofamanager.Whatever a manager does, he does it by
making decisions. The success or failure of an organization depends upon the quality of decision. A
managermustmakearightdecisionatright time.

(6) Universalapplication:The principlesand conceptsof managementareapplicable to every
type of industry. The practice of management is different from one organizationtoanother
accordingtotheirnature.

(7) Management isneededatalllevels: The functions of management are common to all levels
of organization. The functions of planning, organizing, directing, controlling, decision-making
areperformedbytoplevelaswellaslowerlevelsupervisors.

(8) Managementaimsatmaximumprofit:Theresourcesareproperlyutilized to maximize profit.
Maximizing the profit is the economic function of a manager.

(9) Dynamic: Management is not static. Over a period of timenewprinciples, concepts and
techniques are developedandadoptedby management. Management is changedaccordinglytothe
socialchange.

Management asacareer: Today management is developed as a career focused on specialization.
Marketing management, finance management, personal management, industrial management,
production management, quality management are some of the specializations in management.
Specialists are appointed at various positions of the organizationalhierarchy.Hence managementis
career.
(1) Management is aprofession: Management is a profession because it possesses the qualities
of a profession. The knowledge is imported and transferred. The established principles of
management are applied in practice. This is discussed in detail later in this chapter.

(2) Management is a discipline: Discipline refers to the field of study having well defined
concepts and principles. Classifying management as disciplines implies that it is an accumulated
body of knowledge that can belearnt.Thus,managementisasubject withprinciplesand concepts. The
purpose of studying management is to learn how toapply these principles and concepts at right
circumstances, at the right time to produce desiredresult.

MeaningofPrinciplesofManagement:-Principlesofmanagement iswhatamanagerdoes within the
organization. All the activities whether related to decision making or implementation of such decisions
are performed by the managers with the purpose of achieving common goals. Principles of Management
is designed to meet the scope and sequence requirementsof the introductory course on
management.

Whatare14PrinciplesofManagement byHenriFayol?

1. Division of Work: - Dividing the full work of the organization among individuals and creating
departments is called the division of work. Division of work leads to specialization, andspecialization
helps to increases efficiency and efficiency which results in improvements in the productivity and
profitability of the organization.

2. BalancingAuthority and Responsibility: ~Authority must be equal to Responsibility. According to
Henri Fayol, there should be a balance between Authority (Power) and Responsibility (Duties). The
right to give orders should not be considered without reference to responsibility. If the authority is
more than responsibility then chances are that a manager may misuse it. If responsibility is more
than authority then he may feel frustrated.
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10.

11.

12.

13.

Discipline: -Discipline means respect for the rules and regulations of the organization. Discipline
may be Self-discipline, or it may be Enforced discipline. No slacking or bending of rules is allowed in
anyorganization. Theworksmustrespecttherulesthatruntheorganization. Toestablishdiscipline, good
supervision and impartial judgment are needed.

Unity of Command: -According to this principle, a subordinate (employee) must have and receive
orders from only one superior (boss or manager). To put it another way, a subordinate must report
to only one superior. It helps in preventing dual subordination. This decreases the possibilities of
“Dual subordination” which creates a problem is a function of managers.

Unity of Direction: -Unity of direction means activities aimed at the same objective should be
organizedso that there are one plan and one person in charge. All activities which have the same
objective must be directed by one manager, and he must use one plan. This is called the Unity of
Direction. For example, all marketing activities such as advertising, sales promotion, pricing policy,
etc., must be directed by only one manager.

Subordination of Individual Interests to the General Interest: -The interest of one individual or
one group should not prevail over the general good. The individual interest should be given less
importance, while the general interest should be given the most importance. If not, the organization
will collapse. The interest of the organizational goal should not be sabotaged by the interest of an
individual or on the group.

Remuneration: -Remuneration is the price for services received. Pay should be fair to both the
employee and the firm. If an organization wants efficient employees and best performance, then it
should have a good remuneration policy. This policy should give maximum satisfaction to both
employers and employees. It should include both financial and non-financial incentives.
Remuneration should be based on a systematic attempt to reward good performance.

(3) Centralization: -In any company, the management or any authority responsible for the
decision-making process should be neutral. However, this depends on the size of
an organization. Henri Fayol stressed on the point that there should be a balance between the
hierarchy and division of power.
Scalar Chain: -The chain of command, sometimes called the scalar chain, is the formal line of
authority, communication, and responsibility within an organization. The chain of command is
usually depicted on an organizational chart, which identifies the superior and subordinate
relationships in the organizational structure. Or it is the line of authority from top to bottom of the
organization. This chain implements the unity-of-command principle and allows the orderly flow of
information. Under the unity of command principle, the instructions flow downward along the chain
of command and accountability flows upward.
Order: -A company should maintain a well-defined work order to have a favourable work culture.
The positive atmosphere in the workplace will boost more positive productivity. There must be an
orderly placement of the resources such as Men and Women, Money, Materials, etc. Human and
material resources must be in the right place at the right time. Misplacement will lead to misuse and
disorder.
Equity: -All employees should be treated equally and respectfully. It's the responsibility of a
manager that no employees face discrimination. It creates loyalty and devotion in the employees
toward the organization. The equity principle suggests that the managers must be kind as well as
equally fair to the subordinates.
Stability of Tenure of Personnel: -An employee delivers the best if they feel secure in their job. It is
the duty of the management to offer job security to their employees. The employees should have job
security because instability leads to inefficiency. Successful firms usually had a stable group of
employees.
Initiative: ~-The management should support and encourage the employees to take initiatives in an
organization. It will help them to increase their interest and make then worth. Management should
encourage initiative. That is, they should encourage the employees to make their own plans and to
execute these plans. This is because an initiative gives satisfaction to the employees and brings
success to the organization.

14. Esprit De Corps: -Esprit de Corps means “Team Spirit”. Therefore, the management should create

unity, co-operation, and team-spirit among the employees. They should avoid dividing and rule
policy. Harmony, cohesion among personnel. It's a great source of strength in theorganizatiogolt isa



quality in every successful business. It is the responsibility of the management to motivate their
employees and be supportive of each other regularly. Developing trust and mutual understanding
will lead to a positive outcome and work environment.
Foyalpresented14principlesofmanagementasgeneralguidestothemanagement processand
managementpractice.Hisprinciplesofmanagementareasfollows:

15. Division of work: This is the principle of specialization which is so well expressed by
economists as being necessary to efficiency in the utilization of labour. Fayol goes beyondshop
labour to applytheprincipletoallkindsof work,managerialaswellastechnical.

16. Authority and responsibility: In this principle, Fayol finds authority and responsibility to be
related with the letter, the corollary of the former and arising fromthelatter.Theconceives of
authority as a combination of official authority

deriving from a manager’s official position and personal authority, “Compounded of
intelligence,experience,moralworth,pastservicesetc”.

17. Discipline:Holdingthatdisciplineis“respectforagreementswhicharedirected at  achieving
obedience, application, energy and the outward marks of respect”. Fayol declares that
discipline requires good superiors at all levels, clear and fair agreement,andjudicious
applicationofpenalties.

18. Unityofcommand:Thisistheprinciplethatanemployeeshouldreceiveordersfrom
onesuperioronly.

19. Unity of direction: According to Fayol, unity of directionistheprinciplethateach group of
activitieshavingthesameobjectivemusthaveoneheadand one plan. As distinguished from the
principle of unity ofcommand,Fayol perceives unity of direction as related to the functioning
of personnel.

20. Subordination of individual interest to general interest: In any group the interest of the
group should supersede that of the individual; whentheseare found to differ, it is thefunction
of management to reconcile them.

21.Remuneration of personnel: Fayol perceives that remuneration and methods of payment
should be fairandaffordthemaximumsatisfactiontoemployee andemployer.

22.Centralization: Although Fayol does not use the term ‘Centralization of Authority’, his
principle definitely refers to the extent to which authority is concentrated or dispersed in an
enterprise. Individual circumstances will determinethedegreeofcentralizationthatwill
givethebestoverallyield.

23.Scalar chair:Fayolthinksofthescalarchairasalineofauthority,a‘Chain of Superiors”
fromthehighesttothelowestranksandheldthat,whileitis an error of subordinate to depart
‘needlessly’ from lines of authority, the chain should be short-circuited when scrupulous
following of it would be detrimental.

24. Order: Breaking this principle into ‘Material order’ and‘SocialOrder’,Fayol thinks of it asthe
simple edge of “a place for everything(everyone),and everything (everyone) in its (his) place”.
This is essentially a principle of organizationinthearrangementofthingsand persons.

25. Equity: Fayol perceivesthis principle as one ofelicitingloyaltyanddevotion frompersonnel by a
combination of kindliness and justice in managers dealing withsubordinates.

26. Stability of tenure ofpersonnel: Finding that such instability is both the cause and effect of
bad management, Fayol points out the dangers and costs of unnecessary turnover.

27.Initiative: Initiative is conceived as the thinking out andexecutionofaplan. Since it is oneof the
“Keenest satisfactions for an intelligent man to experience”, Fayol exhorts managers to
“Sacrifice Personal Vanity” in order to permit subordinatestoexerciseit.



WhatareFayol'sFiveFunctionsof Management?

Planning:-Planning means thinking in advance. Planning relates to setting goals, objectives and

targets and also describe a mechanism to achieve them at various levels throughout theorganization.

Organizing:-It means the arrangement of resources to do different tasks in the organization.

Organizing involvesassigning tasks, grouping tasks into departments, delegating authority, and

Staffing: -It means the appointment of the right person at the right place or job. Staffing is the

process offinding the right worker with appropriate qualifications or experience and recruitingthem

Directing:- It includes the instructions, guidance and motivation given by the manager to their

1.
2.
allocating resources across the organization.
3.
to fill a job position or role.
* employees and manager adopt their leadership tasks.
5.

performance and actual performance, and

Controlling:-Control is concerned with measuring and minimizing the difference between planned

monitoring performance as well as taking corrective

actions wherever necessary. Thus management is a complex, integrated and ongoing dynamic

process.
Whatistheimportanceofmanagementprinciples?
1.

all business functions.

Optimal Use of Resources:-The manager eliminates wastage of resources that leads to efficiencyin

EffectiveLeadershipandMotivation:-It helps employees to work in harmony and achieve goals ina

AchievementofGoals: -Ithelpsinrealizinggoalswithmaximumefficiencybyminimizing unnecessary

EstablishingaSoundOrganization:-Managershelptoestablishasoundorganizationthrough effective

2.
coordinated manner. It provides effective leadership and motivation for employees to work hard.
3. SoundIndustrialRelations:-Amanagermaintainsabalancebetweenemployees’demandsand
organizational needs, helping to reduce industrial disputes.
4.
deviations, overlapping efforts and waste motions.
5. ImprovementinLivingStandards:-Itimprovesthestandardoflivingofpeoplebyensuring optimum
utilization of scarce resources and survival of the firm in a dynamic environment.
6.
authority and responsibility relationships.
7.

production.

Reduces Cost:-A manager uses cost-effective techniques to reduce production costs and increase

MANAGEMENTFUNCTIONSORTHEPROCESSOF MANAGEMENT
A function is a group ofsimilaractivities.Thereisdivergenceofviewon“What functions are undertaken by

managers in  organizations?” Some management experts classify these functions
intofourtypesandothersclassifyintofivetypesandsomeothersclassifythemassevenitems.The Table 1.1
presents the management functions identified by various writers.
Writers ManagementFunctions
1 HenryFayol Planning, organizing, commending, coordinating
controlling
2 | LutherGulick Planning,organizing,staffing,directing,coordinating,
reportingand budgeting (POSDCORB)
3 | LyndallUrwick Planning, organizing, commanding, coordinating,
communi-cating, forecasting, and investigating.
4 | E.F.L.Brech Planning, organizing, motivating, coordinating
controlling
5 | KoontzandO’'Donnell Planning, organizing, staffing, directing (leading),
controlling.

(1) Planning:Planningistheprimaryfunctionofmanagement.Itislookingaheadand
preparingforthefuture.ltdeterminesinadvancewhatshouldbedone.Itisconscious
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determination of future course of action.This involvesdeterminingwhy to take action? What action?
How to take action? When to take action? Planning involves determination of specific objectives,
programs, setting policies, strategies, rules and procedures and preparing budgets.
Planningisafunctionwhichisperformedby managersatalllevels-top,middleand
supervisory.Plansmadebytopmanagementfortheorganizationasawholemaycover
periodsaslongasfivetotenyears,whereasplans made by low level managers cover much shorter
periods.This“Planning”is discussedindetailedinChapter-2.

(2) Organizing: Organizing is the distribution of work in group-wise or section- wise for
effective performance. Once the managers have established objectives and developed plans to
achieve them, they must designanddevelopahumanorganizationthat will be able to carry out those
plans successfully. Such duties in the form of positions, grouping of various positions into
departmentsandsections,assigningdutiesto individualpositionsanddelegatingauthorityto
eachpositionsothattheworkiscarried outasplanned.

Accordingto Koonz O’Donnel, “Organization consists of conscious coordinationof people
towards a desired goal”. One has to note that different objectives require different kinds of
organizationtoachievethem.Forexample,anorganizationforscientificresearchwillhavetobeverydiffere
ntfromonemanufacturingautomobiles.

(3) Staffing: Staffing involves managing various positions of the organizational structure. It
involves selecting and placing the right person at the right position. Staffing includes identifying the
gap between manpower required and available, identifying the sources from where people will be
selected, selecting people, training them, fixing the financial compensation and appraising them
periodically. The success of the organization depends upon the successful performance of staffing
function.

(4) Directing: Planning, organizing and staffing functions are concerned with the preliminary
workfortheachievementoforganizationalobjectives.Theactualperformanceofthetask
startswiththefunctionofdirection.Thisfunctioncanbecalled by various names namely “leading”,
“directing”, “motivating”, “activating” and so on. Directing involves these sub functions:

(a) Communicating:Itistheprocessofpassinginformationfromonepersontoanother.

(b) Leading: It is a process by which a manager guides and influences the workof his
subordinates.

(c) Motivating: It is arousing desire in the minds of workers to give their best to theenterprise.

(5) Controlling: Planning, organizing, staffing and directing are required to realize
organizational objectives. To ensure that the achieved objectives confirm to thepre- planned
objectives control function is necessary. Control is the process of checking to determine whether or
not proper progress is being made towards the objectives and goals and acting if necessary to
correctanydeviations.Controlinvolvesthreeelements:

(a) Establishingstandardsofperformance.
(b) Measuringcurrentperformanceandcomparingitagainsttheestablishedstandard.
() Takingactiontocorrectanyperformancethatdoesnotmeetthosestandards.

LEVELSOFMANAGEMENT

People in an organization are arranged in an hierarchy and they all have the relationship of
superior-subordinates.Every manager in an organization performsall five management
functions. The relative importance of these functions varies along the managerial levels. There may
be as many levels in the organization as the number of superiorsinalineofcommand.Someof
theselevelsaremergedintooneonthebasis

(1) suchdutiesintheformofpositions,groupingofvariouspositionsintodepartmentsand
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sections,assigningdutiestoindividualpositionsanddelegatingauthoritytoeachpositionso  that the
work is carried outasplanned.

Accordingto Koonz O’Donnel, “Organization consists of conscious coordinationof people
towards a desired goal”. One has to note that different objectives require different kinds of
organizationtoachievethem.Forexample,anorganizationforscientificresearchwillhavetobeverydiffere
ntfromonemanufacturingautomobiles.

(2) Staffing: Staffing involves managing various positions of the organizational structure. It
involves selecting and placing the right person at the right position. Staffing includes identifying the
gap between manpower required and available, identifying the sources from where people will be
selected, selecting people, training them, fixing the financial compensation and appraising them
periodically. The success of the organization depends upon the successful performance of staffing
function.

(3) Directing: Planning, organizing and staffing functions are concerned with the preliminary
workfortheachievementoforganizationalobjectives.Theactualperformanceofthetask
startswiththefunctionofdirection.Thisfunctioncanbecalled by various names namely “leading”,
“directing”, “motivating”, “activating” and so on. Directing involves these sub functions:

(a) Communicating:Itistheprocessofpassinginformationfromonepersontoanother.

(b) Leading: It is a process by which a manager guides and influences the workof his
subordinates.

(c) Motivating: It is arousing desire in the minds of workers to give their best to theenterprise.

(4) Controlling: Planning, organizing, staffing and directing are required to realize
organizational objectives. To ensure that the achieved objectives confirm to thepre- planned
objectives control function is necessary. Control is the process of checking to determine whether or
not proper progress is being made towards the objectives and goals and acting if necessary to
correctanydeviations.Controlinvolvesthreeelements:

(d) Establishingstandardsofperformance.
() Measuringcurrentperformanceandcomparingitagainsttheestablishedstandard.
(f) Takingactiontocorrectanyperformancethatdoesnotmeetthosestandards.

LEVELSOFMANAGEMENT

People in an organization are arranged in an hierarchy and they all have the relationship of
superior-subordinates.Every manager in an organization performsall five management
functions. The relative importance of these functions varies along the managerial levels. There may
be as many levels in the organization as the number of superiorsinalineofcommand.Someof these
levels are merged into one on the basis of nature of functions performed and authority enjoyed.
E.F.L. Brech has classified management levels into three categories - Top Management, Middle
Management and Supervisory/Lower Level as shown in fig

BoardofDirectors,Chairman,ChiefExecutive

Middle DepartmentHeads,DivisionalHeads,SectionHeads

/=\

SeniorSupervisor,FrontLineSupervisors 64



Fig.1.3:Levelsofmanagement

Top management of an organization consists board of directors, chairman and chief executive
officer. Top level management determines goals and objectives. It performs overall planning,
organizing, staffing, directing andcontrolling. It integrates organization with environment, balances
the interest groups and is responsible for overallresults. Middle management stands between top
management and supervisory management level. Middle level management establishes programs
for department and carries out functionsfor achieving specific goals. The other functions of middle
level management are training and development of employees, integrating various parts of the
department. Supervisory management is concerned with efficiency in using resources of the
organization. A supervisor is an executor of policies and procedures making a series of decisions
with well-definedandspecifiedpremises.

UNIT-5

FUNCTIONALAREASOFMANAGEMENT
a) Productionmanagement
e Functions,Activities
e Productivity
¢ Qualitycontrol
¢ ProductionPlanningandcontrol
b) InventoryManagement
¢ Needforlnventorymanagement
e Models/Techniquesoflnventorymanagement
c¢) FinancialManagement
¢ FunctionsofFinancialmanagement
e Managementof\W orkingcapital
¢ Costing(onlyconcept)
¢ BreakevenAnalysis
e BriefideaaboutAccountingTerminologies:BookKeeping,Journalentry,
Petty Cash book, P&L Accounts, Balance Sheets(only Concepts)
d) MarketingManagement
e ConceptofMarketingandMarketingManagement
e MarketingTechniques(onlyconcepts)
e Conceptof4Ps(Price,Place,Product,Promotion)
e) HumanResourceManagement
¢ FunctionsofPersonnelManagement
e ManpowerPlanning,Recruitment,Sourcesofmanpower,Selectionprocess,

Method of Testing, Methods of Training & Development, Payment of Wages

MeaningofProductionManagement:
Production Management refers to the application of management principles to the production function
in a factory. In other words, production management involves application of planning, organizing,

directing and controlling the production process.

Production Management is not independent of marketing, financial and personnel management due to
which it is very difficult to formulate some single appropriate definition of Production Management.
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Productionmanagement,oroperationsmanagement,focusesonachievingasmoothproduction process with
efficient planning and control of business operations.

Thefunctionofproductionmanagementistofindtheperfect balance:
Rightquality

Rightquantity
Righttime

Rightcost

Theapplicationofmanagementtothefieldofproductionhasbeentheresultofatleastthree
developments:

(i) First is the development of factory system of production. Until the emergence of the concept of
manufacturing, there was no such thing as management as we know it. It is true that people operated
business of one type or another, but for the most part, these people were owners of business and didnot

regard themselves as managers as well,

(ii) Essentially stems from the first, namely, the development of the large corporation with many

owners and the necessity to hire people to operate the business,

(iii) Stems from the work of many of the pioneers of scientific management who were able to
demonstrate the value, from a performance and profit point of view, of some of the techniques they

were developing.

Thefollowingdefinitionstrytoexplainmaincharacteristicsofproductionmanagement:

(i) InthewordsofMr,E.L.Brech:

“Production Management is the process of effective planning and regulating the operations of that
section of an enterprise which is responsible for the actual transformation of materials into finished
products.” This definition limits the scope of production management to those activities of anenterprise
which are associated with the transformation process of inputs into outputs. & thedefinition does not

include the human factors involved in a production process. It lays stress on materialistic features only.

(ii) Production Management deals with decision-making related to production process. So that the
resulting goods and services are produced in accordance with the quantitative specifications and

demand schedule with minimum cost.

vV



According to this definition design and control of the production system are two main functions of

production management.

(iii) Production Management is a set of general principles for production economies, facility design, job
design, schedule design, quality control, inventory control, work study and cost and budgetary control.
This definition explains the main areas of an enterprise where the principles of productionmanagement

can be applied. This definition clearly points out that production management is not a set of techniques.

[tisevidentfromabove definitionsthatproductionplanninganditscontrolarethemaincharacteristics  of
production management. In the case of poor planning and control of production activities the
organization maynot be able to attain its objectives and mayresult in lossofcustomer’sconfidence and

retardation in the progress of the establishment.

Inshort,themainactivitiesofproductionmanagementcanbelistedas:
(i) Specification and procurement of input resources namely management, material, and land, labour,

equipment and capital.

(ii) Product design and development to determine the production process for transforming the input

factors into output of goods and services.

(iii) Supervisionandcontroloftransformation processforefficientproductionofgoodsandservices.

Inmoderntimesproductionmanagementhastoperformavarietyoffunctions, namely:

(i) Designanddevelopmentofproductionprocess.

(ii) Productionplanningandcontrol.

(iii) Implementationoftheplanandrelatedactivitiestoproducethedesiredoutput.

(iv) Administration and co-ordination of the activities of various components and departments

responsible for producing the necessary goods and services.

However, the responsibility of determining the output characteristics and the distribution strategy
followed by an organization including pricing and selling policies are normally outside the scope of

Production Management.



Functionsofproduction mangement

Production management attempts to utilize 6M’s: Men, Machines, Money, Methods, Materials, and
Market in order to better serve consumer needs. Its fundamental goal is to produce products and
services in the right quantity,quality, on a schedule, and for optimum money. Production management
makes it simple to adopt various technologies and innovative changes in the workplace. Production
management is in charge of supervising and controlling all employees involved in the company’s
production processes in order to ensure that the target output is achieved.

1. Selectionofproductanddesign

Production management helps the organisation select the right product for production and also choose
arelevantdesignfortheproduct. Thisbecomesimperativeforthesurvivaloforganisationstopossessa good
understanding of their consumers in order to create products that fully satisfy needs.Products need to
go through a detailed evaluation in order to meet customer needs while also remaining cost- efficient.

2. Productionplanningandcontrol

Choosingthecorrectproductionprocessesforaparticularproductalsobecomes  important.Decisionsmust
be taken in order to choose the correct type of machines and technology, the capital investment
required, and so on. It entails planning prior to production. Decisions like the quantity of production,
the flowof processes, andso on are all planned out. Routing is the term used for charting out the
sequence of operations for a smooth workflow.

Production control is overseen by the production manager. The actual process is compared and
contrasted with the blueprint in place so that all necessary diversions from th original plan can be
mapped out and any loopholes in the original plan can be spotted and corrected.

Scheduling is done to set up benchmarks as to when starting and when to complete a particular
production activity. Inventoryandcost controlalso needto betaken care of. The allocation ofmaterials,
labour, and other processes is called the production schedule.

3. Machinemaintenanceandreplacement

Production management takes care of the maintenance and replacement of machines and equipment to
ensure the efficient and smooth working of production processes. This is taken care of by the
production manager and the team to prevent speed breaks and halts in production.

Importanceofproduction management

1. Efficentuseofcapitalandresources

Production management minimizes the cost of production and enhances the use of resources to the
fullest. A concise blueprint enables proper use of resources and time, minimising disparity between
production process and output. Evaluation of production processes and maintenance downtime will
ensure processes can be managed efficiently optimising workforce efficiency. A well-thought-out
productionfunctionwillresultinhigh-qualityproducts, afasterrateofproduction, andalowercostper unit.
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2. Competitiveedge

Production management can be a great tool for organisations facing competition in the market. A
smoother flow of processes increases efficiency whilst also allowing the company to provide quality
products and services. Production management techniques play a role in the effective innovation ofnew
products and facilitate research in developing new and qualityproducts. It can aid organisations in
emerging as market leaders since less time spent for production processes means more resources to
spare for other domains that may need more attention.

3. Minimizesriskofproduct failures

Preparing a lucid roadmap and collating information and assumptions helps assess the market and
reduce chances of failure. Knowing the requirements and needs of the market will help reduce the
chance that a product will flop. Ultimately, product management, like everything else, cannot guarantee
success, but it does reduce it.

ScopeofProductionManagement:

The scope of production management is indeed vast. Commencing with the selection of location,
production management covers such activities as acquisition of land, constructing building, procuring
and installing machinery, purchasing and storing raw materials and converting them into saleable
products. Added to the above are other related topics such as quality management, maintenance
management, production planning and control, methods improvement and work simplification and

other related areas.

UNIT-6

LEADERSHIPANDMOTIVATION

a) Leadership
¢ DefinitionandNeed/Importance
¢ Qualitiesandfunctionsofaleader
e ManagerVs Leader

¢ StyleofLeadership(Autocratic,Democratic,Participative)
b) Motivation

e Definitionandcharacteristics

¢ Importanceofmotivation

¢ Factorsaffectingmotivation

¢ Theoriesofmotivation(Maslow)

¢ MethodsoflmprovingMotivation

¢ ImportanceofCommunicationinBusiness
¢ TypesandBarriersofCommunication

69



Leadership is the potential to influence behaviour of others. It is also defined as the capacity toinfluence
a group towards the realization of a goal. Leaders are required to develop future visions, and to
motivate the organizational members to want to achieve the visions.

George R. Terry, “Leadership is a relationship in which one person influences others to work together
willingly on related tasks to attain what the leader desires.” Koontz and O'Donnell, “Leadership is the
process of influencing people so that they will strive willingly towards the achievement of group goals.”

According to Keith Davis, “Leadership is the ability to persuade others to seek defined objectives
enthusiastically. It is the human factor which binds a group together and motivates it towards goals.”

CharacteristicsofLeadership

1. Itis ainter-personal process in which a manager is into influencing and guiding workers towards
attainment of goals.

2. Itdenotesafewqualitiestobepresentinapersonwhichincludesintelligence,maturityand personality.

3. Itisagroupprocess.Itinvolvestwoormorepeopleinteractingwitheachother.

4. Aleader is involved in shaping and moulding the behaviour of the group towards accomplishment
of organizational goals.

5. Leadershipissituationbound.Thereisnobeststyleofleadership.ltalldependsupontacklingwith the
situations.

Natureof leadership

Leadership derives from the power and is similar to, yet distinct from, management. In fact,
“leadership” and “management” are different. There can be leaders of completely unorganized
groups, but there can be managers only of organized groups. Thus it can be said that a manageris
necessarily a leader but a leader may not be a manager.

Leadership is essential for managing. The ability to lead effectively is one of the keys to being an
effective manager because she/he has to combine resources and lead a group to achieve
objectives.

Leadership and motivation are closely interconnected. By understanding motivation, one can
appreciate better what people want and why they act as they do. A leader can encourage or
dampen workers’ motivation by creating a favourable or unfavourable working environment in
the organization.

The essence of leadership is followership. In other words, it is the willingness of people to follow
a person that makes that person a leader. Moreover, people tend to follow those whom they see
as providing a means of achieving their desires, needs and wants.

Leadership involves an unequal distribution of power between leaders and group members.
Groupmembersarenotpowerless;theycanshapegroupactivitiesinsomeways.Still, theleader will
usually have more power than the group members.

Leaders can influence the followers’ behaviour in some ways. Leaders can influence workers
either to do ill or well for the company. The leader must be able to empower and motivate the
followers to the cause.

The leader must co-exist with the subordinates or followers and must have a clear idea about
their demands and ambitions. This creates loyalty and trust in subordinates for their leader.
Leadership is to be concernedaboutvalues. Followerslearn ethicsand values fromtheirleaders.
Leaders are the real teachers of ethics, and they can reinforce ideas. Leaders need to make
positive statements of ethics if they are not hypocritical.

Leading is a very demanding job both physically and psychologically. The leader must have the
strength, power, and ability to meet the bodily requirements; zeal, energy, and patience to meet
the mental requirements for leading.

70



Thefollowingpointsjustifytheimportanceofleadershipina concern.

1. Initiates action-Leader is a person who starts the work by communicating the policies and plans
to the subordinates from where the work actually starts.

2. Motivation-A leader proves to be playingan incentive role in the concern’s working. He motivates
the employees with economic and non-economic rewards and thereby gets the work from the
subordinates.

3. Providing guidance-A leader has to not only supervise but also play a guiding role for the
subordinates. Guidance here means instructing the subordinates the way they have to perform
their work effectively and efficiently.

4. Creatingconfidence- Confidenceisanimportantfactorwhichcanbeachievedthroughexpressing the
work efforts to the subordinates, explaining them clearly their role and giving them guidelines to
achieve the goals effectively. It is also important to hear the employees with regards to their
complaints and problems.

5. Building morale-Morale denotes willing co-operation of the employees towards their work and
gettingthemintoconfidenceandwinningtheirtrust.Aleadercanbe a moraleboosterbyachieving full co-
operation so that they perform with best of their abilities as they work to achieve goals.

6. Builds work environment-Management is getting things done from people. An efficient work
environment helps in sound and stable growth. Therefore, human relations should be kept into
mind by a leader. He should have personal contacts with employees and should listen to their
problems and solve them. He should treat employees on humanitarian terms.

7. Co-ordination-Co-ordination can be achieved through reconciling personal interests with
organizational goals. This synchronization can be achieved through proper and effective co-
ordination which should be primary motive of a leader.

Leaderversus Manager

“Leadership and managership are two synonymous terms” is an incorrect statement. Leader ship
doesn’t require anymanagerial position to actas a leader. Onthe otherhand, a managercan be a
true manager only if he has got the traits of leader in him. By virtue of his/her position,
manager has to provide leadership to his group.

A manager has to perform all five functions to achieve goals, i.e,PlanningOrganizing,
Staffing, Directing, and Controlling. Leadership is a part of these functions.

Leadership as a general term is not related to managership. A person can be a leader by virtue of
qualities in him. For example: leader of a club, class, welfare association, social organization, etc.
Therefore, it is true to say that, “All managers are leaders, but all leaders are not managers.”

Aleaderisonewhoinfluencesthebehaviourandworkofothersingroupeffortstowardsachievement
ofspecifiedgoalsinagivensituation.Ontheotherhand,managercanbeatruemanageronlyifhehas
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got traits of leader in him. Manager at all levels are expected to be the leaders of work groups so that
subordinates willingly carry instructions and accept their guidance. A person can be a leader by virtueof
all qualities in him.

LeadersandManagerscanbecomparedonthefollowingbasis:

Basis _______MliManager Leader

Oricin Apersonbecomesamanagerbyvirtueofhis position.| A person becomes a leader on
& basis of his personal qualities.
FormalRights Manager. has got formal rights in an | Rightsarenotavailabletoa
organization because of his status. leader.
The group of employeeswhom
Followers Thesubordinatesarethefollowersofmanagers. the leaders leads arehis
followers.
. Amanagerperformsallfivefunctionsofmanagement Leader 1r?ﬂ_u ences people to
Functions work willingly for group
objectives.
A leader is required to create
: . . cordial relation between
Necessity Amanageris veryessentialtoa concern. . .
person working in and for
organization.
Stability [tismorestable. Leadershipis temporary.
Mutual
. . Allmanagersareleaders. Allleadersarenot managers.
Relationship
. Manager is accountable for self and | Leadershavenowelldefined
Accountability . . s
subordinates behaviour and performance. accountability.
A leader’s concern is group
Concern Amanager’sconcernisorganizationalgoals. goals and member’s
satisfaction.
People follow manager by virtue of job | People follow them on
Followers - .
description. voluntary basis.
Role. ) Amanagercancontinueinofficetillheperforms Aleadercanmaintainhisposition
continuation hisdutiessatisfactorilyincongruencewith onlythroughdayto
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organizationalgoals. daywishesof followers.

A leader has command over

: different sanctions andrelated
Managerhascommandoverallocationand

Sanctions . . task records. These sanctions
distribution of sanctions. . .
are essentially of informal
nature.
QualitiesofaLeader
1. Physical appearance-A leader must have a pleasing appearance. Physique and health are very

important for a good leader.

Vision and foresight-A leader cannot maintain influence unless he exhibits that he is forward
looking. He has to visualize situations and thereby has to frame logical programmes.

Intelligence-A leader should be intelligent enough to examine problems and difficult situations.He
should be analytical who weighs pros and cons and then summarizes the situation. Therefore, a
positive bent of mind and mature outlook is very important.

Communicative sKkills-A leader must be able to communicate the policies and procedures clearly,
precisely and effectively. This can be helpful in persuasion and stimulation.

Objective- A leader has to be having a fair outlook which is free from bias and which does not
reflects his willingness towards a particular individual. He should develop his own opinion and
should base his judgement on facts and logic.

Knowledge of work-A leader should be very precisely knowing the nature of work of his
subordinates because it is then he can win the trust and confidence of his subordinates.

Sense of responsibility-Responsibility and accountability towards an individual’s work is very
important to bring a sense of influence. A leader must have a sense of responsibility towards
organizational goals because only then he can get maximum of capabilities exploited in a realsense.
For this, he has to motivate himself and arouse and urge to give best of his abilities. Onlythen he
can motivate the subordinates to the best.

Self-confidence and will-power-Confidence in himself is important to earn the confidence of the
subordinates. He should be trustworthy and should handle the situations with full will power.

Roleofa Leader

1.

Required at all levels-Leadership is a function which is important at all levels of management. In
the top level, it is important for getting co-operation in formulation of plans and policies. In the
middle and lower level, it is required for interpretation and execution of plans and programmes
framed by the top management. Leadership can be exercised through guidance and counselling of
the subordinates at the time of execution of plans.

Representative of the organization-A leader, i.e., a manager is said to be the representative ofthe
enterprise. He has to represent the concernat seminars, conferences, general meetings, etc. His role
is to communicate the rationale ofthe enterprise to outside public. He is also representative of the
own department which he leads.

Integrates and reconciles the personal goals with organizational goals-A leader through
leadership traits helps in reconciling/ integrating the personal goals of the employees with the
organizational goals. He is trying to co-ordinate the efforts of people towards a common purpose
and thereby achieves objectives. This can be done only if he can influence and get willing co-
operation and urge to accomplish the objectives.

He solicits support-A leader is a manager and besides that he is a person who entertains and
invites support and co-operation of subordinates. This he can do by his personality, intelligence,

maturityandexperiencewhichcanprovidehimpositive result.Inthisregard, aleaderhastoinvite
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suggestions and if possible implement them into plans and programmes of enterprise. This way, he
can solicit full supportof employees which results in willingness to work and thereby effectiveness
in running of a concern.

5. Asafriend,philosopherandguide-Aleadermustpossessthethreedimensionaltraitsinhim.He can be
a friend by sharing the feelings, opinions and desires with the employees. He can be a philosopher
by utilizing his intelligence and experience and thereby guiding the employees as and when time
requires. He can be a guide by supervising and communicating the employees the plans and
policies of top management and secure their co-operation to achieve the goals of a concern. At
times he can also play the role of a counsellor by counselling and a problem-solving approach. He
can listen to the problems of the employees and try to solve them.

LeadershipandMotivation

Motivation is a goal-oriented characteristic that helps a person achieve his objectives. It pushes an
individual to work hard at achieving his or her goals. An executive must have the right leadership traits
to influence motivation. However, there is no specific blueprint for motivation.

As a leader, one should keep an open perspective on human nature. Knowing different needs of
subordinates will certainly make the decision-making process easier.

Bothanemployeeaswellasmanagermustpossessleadershipandmotivationaltraits.

An effective leader must have a thorough knowledge of motivational factors for others. He must
understand the basic needs of employees, peers and his superiors. Leadership is used as a means of
motivating others.

Givenbelowareimportantguidelinesthatoutlinethebasicviewof motivation:

o Harmonize and match the subordinate needs with the organizational needs. As a leader, the
executive must ensure that the business has the same morals and ethics that he seeks in his
employees. He should make sure that his subordinates are encouraged and trained in a manner
that meets the needs of the business.

o Appreciation and rewards are key motivators that influence a person to achieve a desired goal.
Rewarding good/ exceptionalbehaviorwitha smalltoken ofappreciation, certificate orlettercan be
a great motivator. Ifa certificate is awardedto a person, it shouldmention the particularact or the
quality for which the individual is being rewarded.

o Beingarolemodelisalsoakeymotivatorthat influencespeopleinreachingtheirgoals.Aleader should
set a good example to ensure his people to grow and achieve their goals effectively.

o Encouraging individualsto get involved in planning and important issues resolution procedure
not only motivates them, but also teaches the intricacies of these key decision-making factors.
Moreover, it will help everyone to get better understanding of their role in the organization. The
communication will be unambiguous and will certainly attract acknowledgement and
appreciation from the leader.

o Developing moral and team spirit certainly has a key impact on the well-being of an
organization. The metal or emotional state of a person constitutes his or her moral fabric. A
leader’s actions and decisions affect the morale of his subordinates. Hence, he should always be
aware ofhis decisions andactivities. Teamspirit is the soulofthe organization. The leadershould
always make sure his subordinates enjoy performing their duties as a team and make themselves
a part of the organization’s plans.

e A leader shouldstep into the shoes of the subordinatesand view things from subordinate’s
angle. He should empathize with them during difficult times. Empathizing with their personal
problems makes them stronger-mentally and emotionally.
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e A meaningful and challenging job accomplished inculcates a sense of achievement among
employees. The executive must make their employees feel they are performing an
important workthat is necessary for the organization’s well-being and success. This motivational
aspect drives them to fulfill goals.

Remember, “To become an efficient leader, you must be self-motivated”. You must know your
identity, yourneeds andyoumust have a strongurge to doanythingto achieve yourgoals. Once youare
self-motivated, only then you can motivate others to achieve their goals and to harmonize theirpersonal
goals with the common goals of the organization.

TypesofLeadershipStyles
German-American psychologist Kurt Lewin is credited with branding the basic leadership styles in
1939. Lewin and his researchers tasked schoolchildren with an arts and crafts project while the team

observed behaviors and responses to different styles of leadership. The idea was to determine which
style was most effective to use in business.

Lewin identified three styles of leadership: Autocratic, Democratic, and Laissez-faire. Over time,
more leadership styles have emerged, and one that is commonly grouped in with Lewin’s three is
Transformational Leadership. Today, there are a variety of leadership styles in business, but the four
primary leadership styles you’ll be exposed to include:

e Autocratic
e Democratic
e Laissez-faire

e Transformational
AutocraticLeadership

Also known as Authoritarian Leadership, an Autocratic Leadership style can easily be summed up bythe
command, “Do as you're told.”

In Autocratic Leadership, direction comes from the top, a singular figure who leads a company or team.
An autocratic leader determines strategy, policies, procedures, and the direction of the organization,
dictating everything to subordinates. Authoritarian leaders are not focused on collaboration with those
in their circle, they are rarely interested in feedback, and they prefer to hold all of the power and be in
charge.

InLewin’sresearch,hewitnessedfourbehaviorsandresultsoftheAuthoritarianLeadership style:
1. Alldeterminationofpolicyisbytheleader.

2. Techniquesandactivitystepsaredictatedbytheauthority,oneatatime,sothatfuturestepsor techniques are
uncertain.

3. Theleaderusuallydictatestheparticularworktaskandworkcompanionsofeachmember.
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4. The dominator is “personal” in his praise and criticism of the work of each team member, but is aloof
from active group participation, except when demonstrating. He is friendly or impersonal rather than
openly hostile.

Examples of autocratic leaders include Martha Stewart, and, New England Patriots Head Coach Bill
Belichick.

Qualities:Autocratic leaders often possess qualities subordinates look up to, such as decisiveness, self-
confidence, and a steadfast, focused commitment to the goal.

WhenltWorks:While  AutocraticLeadershipandthe“Don’tquestion = mycommands”approachdoesn’t
sound like fun, there are occasions when this leadership style can be appropriate and effective, such as
in urgent or chaotic situations that require someone to reign in the team and make a prompt and
effective decision.

When It Doesn’t Work:Employees working under an autocratic leader may feel micromanaged, and
because all directives come from one person at the top, they may become dependent on that person for
direction and incapable of making business decisions on their own.

DemocraticLeadership

Also known as Participative Leadership, the Democratic Leadership approach involves gathering input
from your subordinates and team members so everyone has a chance to contribute to the decision-
making process. Democratic leaders are still the decision-makers, but their approach allows others to
feel engaged and have a stake in the final outcome. Democratic leaders excel at sparking creativity
among subordinates, and projects are enhanced when positive contributions come from all sides.

Lewin’sresearchintotheDemocraticLeadershipstyleuncoveredthesefourbehaviors andresults:
1. Allpolicieswereamatterofgroupdiscussionanddecision,encouragedandassistedbythe leader.

2. Activity perspective was gained during the first discussion period. General steps to group goal were
sketched, and where technical advice was needed, the leader suggested two or three alternative
procedures from which a choice could be made.

3. Thememberswerefree toworkwithanyone,anddivisionoftaskswas lefttothegroup leader.

4. The leader was “objective” or “fact-minded” in his praise and criticism and tried to be a regular group
member in spirit without doing too much of the work.
Microsoft Corporation co-founder Bill Gates, Nelson Mandela, and Walt Disney, President of The Walt
Disney Company, are often cited as examples of democratic leaders.

Qualities:Democratic leaders possess a curiosity that drives their desire for input from all sides. Their
desire for a participative environment also makes them great communicators, and subordinates often
find them easily approachable.

When It Works:A democratic approach to leadership yields positive results when the group feels part
of the solution. This leads to more creative input and often heightens employee morale.

When It Doesn’t Work:Not every leader achieves success with the democratic approach. Inevitably,
there will be employees who feel left out because their ideas or solutions were not chosen. Further,
placing confidence in the group to posit solutions can be problematic if the group is not skilled or
trained to answer the call.

Laissez-faireLeadership

Don’t let the name deceive you. Laissez-faire Leadership is not a “Who cares?” approach. Rather, it
involvesempoweringyouremployees,beinghands-off,andtrustingthemtoaccomplishthetaskat 76
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handwithoutconstantquestionsormicromanagement.Laissez-faireleadersleavedecisionstotheir employees,
while staying available to provide feedback when necessary.

AccordingtoLewin,Laissez-faireleadersexhibitfourcommonbehaviorsandresults:
Completefreedomforgrouporindividualdecision,withoutanyleader participation

Various materials supplied by leader, who made it clear that he would supply information when asked,
but took no other part in work discussions

Completenonparticipationbyleader

Veryinfrequentcommentsonmemberactivitiesunlessquestioned,andnoattempttoparticipateor interfere
with the course of events

Former U.S.presidents James Buchanan,Herbert Hoover,and Ronald Reagan,aswell asindustrialist Andrew
Mellon, and businessman Warren Buffet are often cited as examples of Laissez-faire leaders.

Qualities: Laissez-faire leaders are excellent at delegating, and they instill confidence in employees
when assigning them tasks without oversight. They are capable of providing constructive criticismwhen
needed, and are often seen as trusting, as they willingly place responsibilities in the hands of employees.
When It Works:The Laissez-faire approach often leads to faster decision-making, as employees don’t
need to ask a higher up for approval. It is also especially effective in scenarios where the employees or
groupsarealready trainedandskilledforthetaskathand.These workersare fully competentanddon’t
require supervision, and when they’re empowered by a Laissez-faire leader, they may feel more
accomplished when they complete their task without a guiding hand or directive.
WhenltDoesn’tWork:Hands-offcanbeproblematicwhenyourteamdoesn’tfullyunderstandthe
mission.Further,Laissez-faireleadersmayfindthatwithoutdirectionoroversight,employeesdon’t
accomplishasmuch,oranythingatall.Unlessyouhavecompleteconfidenceinyouremployeesand their
collective ability to complete a task without close supervision, you may reconsider this approach.
Transformational Leadership

TransformationalLeadership involves developinga grandvision andrallyingyouremployees aroundit.
Under this style, the team is eager to transform and evolve - personally and professionally - in order to
achieve the overall goal. With the organization and employees aligned, teams working under a
transformational leader are united for the singular cause, and willing to commit their effort, time, and
energy to the organization.

TransformationalL.eadershipQualities:

Understandingwhatneedstochange
Abilitytostimulatetheintellect
Knackforencouraging participation
Talentforgenuinecommunication

Loyalty
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6. Senseof thebigger picture
7. Personalintegrity

8. Aninspiringbearing/presence
When It Works:Transformational Leadership allows employees to see clearly the vision and goals for
the organization, and employees remain loyal and productive while working to accomplish their
mission. Transformational Leadership creates workplace harmony as everyone is working together,and
the lines of communication are always open between employees and leadership.
When It Doesn’t Work:While a fully engaged and committed group is what every leader wants,
Transformational Leadership has been known to contribute to burnout as employees workcontinuously
to achieve goals. This approach also requires constant communication and feedback between
leadership and the employees, and if those lines are severed in any way, the latter can feel left out of the
big picture.

Motivation

Definitionandcharacteristics

Whatis Motivation?

Motivation is a psychological process through which a person acts or behaves towards a particular task
or activity from start to completion. Motivation drives or pushes a person to behave in a particular way
at that point in time. When the motivation is positive, a person is happy, energetic, enthusiastic & self-
driven to perform the work and when it is negative motivation, person is demoralized, sad, lethargic &
pessimistic leading to drop in productivity and

Definition

Motivationisregardedas“theinnerstatethatenergizesactivitiesanddirectsorchannelsbehavior towards the
goal”.

Motivationistheprocessthatarousesaction,sustainstheactivityinprogressandthatregulatesthe pattern of
activity.

Entrepreneurialmotivation

The entrepreneurial motivation is the process that activates and motivates the entrepreneur to exert
higher level of efforts for the achievement of his/her entrepreneurial goals. In other words, the
entrepreneurialmotivationreferstothe forces ordrive withinanentrepreneurthataffectthe direction,
intensity, and persistence of his / her voluntary behaviour as entrepreneur. So to say, a motivational
entrepreneur will be willing to exert a particular level of effort (intensity), for a certain period of time
(persistence) toward a particular goal (direction).

Natureof Motivation

Thenatureofmotivationemergingoutofabovedefinitionscanbeexpressedasfollows:
1. Motivationisinternaltoman

Motivation cannot be seen because it is internal to man. It is externalized via behavior. It activates
theman to move toward his / her goal.

2. ASinglemotivecancausedifferentbehaviors
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A person with a single desire or motive to earn prestige in the society may move towards to joinpolitics,
attain additional education and training, join identical groups, and change his outward appearance.

3.Differentmotivesmayresultinsingle behaviour

[t is also possible that the same or single behaviour may be caused by many motives. For example, if a
person buys a car, his such behaviour may be caused by different motives such as to look attractive, be
respectable, gain acceptance from similar group of persons, differentiate the status, and so on.

4.Motivescomeandgo

Like tides, motives can emerge and then disappear. Motives emerged at a point of time may not remain
with the same intensity at other point of time. For instance, an entrepreneur overly concerned about
maximization of profit earning during his initial age as entrepreneur may turn his concern towards
other higher things like contributing towards philanthropic activities in social health and education
once he starts earning sufficient profits.

5.Motivesinteractwiththe environment

The environment in which we live at a point of time may either trigger or suppress our motives. You
probably have experienced environment or situation when the intensity of your hunger picked up just
you smelled the odour of palatable food.

Youmay desire an excellent performance baggingthe first position in yourexamination but at the same
time mayalsobequitesensitiveto beingshunnedanddislikedbyyourclass matesifyoureallyperform too
well and get too much of praise and appreciation from your teachers. Thus, what all this indicates is that
human behaviour is the result of several forces differing in both direction and intent.
PublishedbyMBASkoolTeam,LastUpdated:August29,2021

Whatis Motivation?

Motivationisapsychologicalprocessthroughwhichapersonactsorbehaves towardsaparticulartask
oractivityfromstartto completion. Motivationdrivesorpushesapersontobehaveinaparticularway at that
point in time. When the motivation is positive, a person is happy, energetic, enthusiastic & self- driven
to perform the work and when it is negative motivation, person is demoralized, sad, lethargic &

pessimistic leading to drop in productivity and performance.

ImportanceofMotivation

It is an important psychological factor for any individual as it defines the work, ambition and drive of
that person to do any work. A person with high levels of motivation is motivated to do good quality
work, help others, spread their energy and focus on achieving goals. On the contrary, a person with low

levels of motivation, demotivates others, works shabbily and creates a negative atmosphere.

It is an important human factor in an individual’s personal as well as professional life. Positive
motivation for people is required in every field like business, sports, politics, entrepreneurship etc. It is

thedesireofanindividualtoworktowardsamotive,whichisacertaintask.Inbusiness,good
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motivation helps employees learn important managerial skills like leadership, team management, time

management, decision making, communication etc.

4TypesofMotivation

. Intrinsic Motivation

-
|
:

5 Extrinsic Motivation

[t is driven by several factors which influences the behavior and attitude of an individual. Based on the
different factors and the kind of impact it has on a person, there are different types of motivation. The
different types of motivation in people are:

&
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1. IntrinsicMotivation

This type comes from within a person to do a task or achieve a particular goal. It is a feeling of beingself-
driven and achieving objectives for oneself. Intrinsic motivation is driven by motives like social
acceptance, eating food, desires to achieve goals, biological needs etc.

2. ExtrinsicMotivation

This type drives an individual due to external forces or parameters. Some other person or organization
motivatestheindividualtoworkhardtoachievecertaingoalsortasks.Extrinsicmotivationisdrivenby
motives like financial bonus, rewards, appreciation, promotion, punishment, demotion etc.

3. Positive Motivation

This type drives an individual by offering positive accolades and rewards for performing a task. In this
type of motivation, the individual is rewarded by monetary benefits, promotions etc. which drives an
individual to work hard.

4. NegativeMotivation

This is where fear and threat are used as a parameter to get the work done. In this type of
motivation,individuals are threatened with things like demotion, reducing benefits, withdrawing merits
etc.

Foreveryindividual,allthetypesareinterlinkedbasedonwhichheorshetakesanaction.The resultant behavior
of any person is basis the motivation types he or she has been influenced by.

TopFactorsInfluencingMotivation
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Recognition

Work Ethics

Motivation

Factors

Caresr Growth

Culture

Learning

Keeping employees motivated is the biggest challenge for companies for ensuring that they give a high
productive output at work and help in achieving company goals. A positive motivation amongst
employees helps drive the business positively & enhances creativity. On the other hand, a demotivated
employee will not contribute efficiently and slowdown progress at workplace. The key elements & top
factors which influence employees in business or people in general are as follows:

1. Salary

Monetary compensation & benefits like gross salary, perks, performance bonuses etc. are the biggest
motivation factors. The better the salary and monetary benefits, the higher is the motivation level &
passion of a person towards a job.

2. Recognition

Rewards, recognition etc. are important for ensuring high enthusiasm levels for an employee. If thehard
work of an individual is appreciated, it keeps them motivated to perform better.

3. WorkEthics

Ethical working environment, honesty etc. areimportant factors for any individual. Good work ethics in
a company helps keep employees motivated at work place.

Ontheotherhand,iftheworkenvironmentis notethical,thentheworkforcemightbedemotivated.
4. Transparencywith Leadership

The leadership in an organization helps in employee motivation if there are transparent discussion and
flatter hierarchies. The senior management has to ensure that all subordinates are happy, focused
&motivated.
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5. CultureatWork

A good, vibrant, positive culture at workplace is always an important factor. People from different
backgrounds, religions, countries etc. working together helps create a social bond at workplace.

6. Learningand Development

Another factor influencing is the training and development opportunities that a person gets. L&D helps
individuals develop more skills and have better opportunities in their professional career.

7. WorkLifeBalance

Having a good quality of work life (QWL) helps in the motivation of people. A good work life balance
ensures that a person can give quality time to both office work as well as family.

8. CareerGrowthOpportunities

Careerdevelopmentopportunitieshaveapositiveinfluenceonthemotivationofanyperson.If aperson knows
their future & career path is secure, they tend to work with more passion.

9. HealthBenefits

Health benefits, insurance & other incentives act as a source of motivation for people. If the medical
bills, hospitalization charges etc. are taken care of by the company, it helps build a strong trust.

10. Communication

A positive & transparent communication between managers and subordinates gives a sense of
belonging and adds to the employee’s motivation. Discussion related to work as well as personal life
help make a friendly bond at workplace.

There are not finite factors influencing positive attitude of an employee. These keep on changing
depending upon the type of environment, job responsibility, experience in life etc. Hygiene Factors of
motivation are also given by the Hygiene Theory.

AdvantagesofMotivation

Thereareseveraladvantagesofanemployeebeingmotivatedatwork.Someofthemainbenefitsof motivation for
employees and companies are as follows:

1. Feelingofbelongingnessandself-respect.

2. Amotivatedemployeeisexcitedtolearnandcontribute more.

3. Higherproductiveoutputduetopositivemotivation.

4. Reducedabsenteeismandlowerattrition.

5. Employeeshighonmotivationhelpreducecosts&improveprofits.

6. Reducestress&anxietyatworkplace.

DisadvantagesofMotivation

Despiteseveraladvantages,therearesomeprobabledrawbacksaswell.Someofthemare:
1. Itisarelativefeelingandhencethereisnowayofensuringthateveryonewouldfeelthesameway.

2. Motivating employees in a company requires additional efforts, money and time on employee related
activities.

3. Itamongpeopleismostlyashort-termfeeling.Afterwardsapersonbecomedemotivatedoreven

uninterested about a particular task.
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ExamplesofMotivation

Motivation is relevant in every field of life for any individual. There can be many examples based on
type, situation, field of work etc. Some examples are as follows.

1. Consider a person who has joined a university. After a lot of hard work, he or she gets admission in
their preferred course. Hence the intrinsic motivation for the individual would be perform well in
academics, get a good score, learn new skills and get a job opportunity with a good company. Since this
is an internal feeling, the driving motives are achieving a personal goal.

2. Anexampleofextrinsicmotivationcanbeseenfroma footballer,cricketeroranyothersportsperson. Any
sportsperson wants to excel in their sport not only for themselves but to also become a crowd favorite
and get their attention. Hence, he or she gets highly motivated by this external factor which drives them
to perform better in their sport.

Maslow'sHierarchyofNeedsTheory

One of the most popular needs theories is Abraham Maslow's hierarchy of needs theory. Maslow
proposed that motivation is the result of a person's attempt at fulfilling five basic needs: physiological,
safety, social, esteem and self-actualization. According to Maslow, these needs can create internal
pressures that can influence a person's behavior.

Physiological needs are those needs required for human survival such as air, food, water, shelter,
clothing and sleep. As a manager, you can account for the physiological needs of your employees by
providing comfortable working conditions, reasonable work hours and the necessary breaks to use the
bathroom and eat and/or drink.

Safety needs include those needs that provide a person with a sense of security and well-being.
Personal security, financial security, good health and protection from accidents, harm and their adverse
effects are all included in safety needs. As a manager, you can account for the safety needs of your
employees by providing safe working conditions, secure compensation (such as a salary) and job
security, which is especially important in a bad economy.

Social needs, also calledlove and belonging, refer to the need to feel a sense of belonging and
acceptance.Socialneedsareimportanttohumanssothatthey donot feelalone,isolatedanddepressed.
Friendships, family and intimacy all work to fulfill social needs. As a manager, you can account for the
social needs of your employees by making sure each of your employees know one another, encouraging
cooperative teamwork, being an accessible and kind supervisor and promoting a good work-lifebalance.

Esteem needs refer to the need for self-esteem and respect, with self-respect being slightly more
important than gaining respect and admiration from others. As a manager, you can account for the
esteem needs of your employees by offering praise and recognition when the employee does well, and
offering promotions and additional responsibility to reflect your belief that they are a valued employee.

Self-actualization needs describe a person's need to reach his or her full potential. The need tobecome
what one is capable of is something that is highly personal. While I might have the need to be a good
parent, you might have the need to hold an executive-level position within your organization. Because
this need is individualized, as a manager, you can account for this need by providing challenging work,
inviting employees to participate in decision-making and giving them flexibility and autonomy in their
jobs.
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Self-actualization
desire to become the most that one can be

Esteem
respect, self-esteem, status, recognition, strength, freedom

Safety needs
personal security, employment, resources, health, property

Physiological needs

air, water, food, shelter, sleep, clothing, reproduction

MethodsoflmprovingMotivation

1. Leadwith vision

Everyone wants to know that their efforts are driving towards something. What’s the next step? What
does success look like for the company? A destination helps to motivate the journey, so make sure the
vision for the company is clear.

2. Makesureeveryoneunderstands the‘why’

Your employees will know what needs to be done, but you need to explain further; you need to
communicate the ‘why’ of each task. The why is the company’s overall mission. If everyone knows how
theirindividualactionscanpersonallyaddtotheoverallgoalofthecompany,itbringsmuch- needed intrinsic

motivation to even the most simple task.

3. Setfrequentcleartargets

You obviously have big targets that you want to hit as a company, but smaller goals are the key to
motivation. All goals should add to the overall target, but breaking this into more attainable chunksfeels
less overwhelming. If employees are frequently hitting targets, the feeling of satisfaction growsand will

act as a great motivator to continue on to the next set of goals.

4. Recogniseandrewardgreatwork

Employees need to know that their managers appreciate their hard work. Giving well-deserved
recognition not only increases self-esteem but also enthusiasm and team morale.

A recognition platformis an effective tool to celebrate star performers who embody your company
values. It's important to support employees all year round with team-building exercises, wellbeing
schemes,secondment opportunitiesandEAP programs. However, for more special occasions, such as a
10-year work anniversary or employee of the month, we recommend going a step further and
rewarding your teams.

Thereward doesn'tnecessarilyhavetobemonetary, itcouldbeagesture, suchasgivingthemadayoff.
Rewards are particularly good promoters of motivation and job satisfaction. So if you want toencourage

your employees to go the extra mile, make their effort worth it with a gift or thoughtful act.
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5. Giveyourteamautonomy

Time is precious. So when we don’t feel in control of our time and energy, motivation levels can really
drop.Allowingforsomeelementsoffreedomintheworkplace,whetherthat’sflexible workinghoursor
unlimited time off, demonstrates trust from leaders to employees. This adds motivation, as the

satisfaction of a job well done comes with the feeling that they were in control and did it on their terms.

6. Createawelcomingworkplaceenvironment

No one wants to sit in a gloomy office and desperately wait for home time every day. If
workplacescreate a friendly culture, with areas for rest and play, employees will look forward to coming
into work. The saying ‘work hard, play hard’ is important here. As motivation and mood go hand in
hand, a poor mood can affect the ability to concentrate and will lower the feeling of energy in the

workplace.

7. Offerimpressivebenefits

Make everyone feel that they are working in the best place they can be. Offering employee benefits
andperks,such asthe wide range available through our perksplatform,andfringebenefitsthataim to make
your people's lives better both in and outside of work, helps to boost the mood and sense of loyalty to
the company. Make sure your benefits suit your employees' unique needs; for instance, if they live in

London, they may require a London weighted allowance.

8. Encourageteamwork
Collaboration between teams in the company allows ideas to be developed further. Working with those
with different skill sets will, in turn, create more innovative results. In teams, there’s power in numbers

and anyone experiencing a lack of motivation should be boosted by those around them.

9. Createa careerpath

No one wants to be static for long. We all want to know that we are going somewhere and focus on that
next step. Ask employees what they want from their career, and lay out what they need to do to get
there. Have growth conversations with team members to design a career path; this will help to create
the drive to reach the next stage and feel that they have a long and productive journey ahead within the

company.

10. Supportstaffmotivationbysupportingemployeewellbeing

When organisations are implementing motivation strategies or employee incentive schemes, they often
overlook wellbeing.

There's no dispute that using rewards as an incentive is a great motivator. However, if an employee
isfeeling tired or overwhelmed they won't produce their best work - no matter how hard they try.
Takingawell-roundedapproachtowellbeing,soaddressingyourteams'mental,emotional,andphysical health

is a great way of keeping them healthy, happy, and at the top of their game.

Whyiscommunicationimportantinbusiness?

Communication in business is important to convey clear, strong messages about strategy, customer
service and branding. A business building a brand reflects a consistent message tailored to its audience.
Internalcommunicationbuildsrapportamongemployeesandmanagersandencouragesteamworkand
collaboration.
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Business

Helps in the international and |
national market

?mpor&nce of Communicationi

Helps in Effactive Business

Helps in Effective Business
image building
Chack on competitors
Assist to collect information

Avoid Stress

Ithelps Research and
Development

Better [ndustrial Relations

Increases Turnover

Good communicators are vital to a business's profit margin and reputation. Employees who
communicate well and understand the company's vision help make the company successful. Using
effective communication skills can benefit a business and its employees in a variety of ways, including:

1. Buildingbetterteams

Effective communication builds a positive atmosphere where teams can flourish. When communication
is positive and encouraging, team members become stronger and work better together. Those who
practice good communication skills make working beside them easier and less stressful. Job tensions or
friction are promptly addressed since effective communicators work toward finding solutions.

2. Preventingmisunderstandingsandconflicts

Listening is a part of communicating used to understand a situation fully. Good communicators listen
well and react appropriately, and they're more likely to find solutions without becoming defensive.
When conflicts arise, good communicators address the problem right away and listen to the other side.

3. Improvingcustomerservice

Businesses need to know what their customers want and need from them to serve them. Forming
business relationships is how companies build trust in their brand and bring customers back. Reliable
and positive communication with customers is paramount to maintaining a valued customer service
reputation.

Effective communication with customers by answering questions and providing solutions helps to
improve the business's reputation. Communicating well over the phone or through social media or
email improves customer confidence and loyalty. Written communication that is consistent with the
brand's voice can help promote community between customers and organizations.

86



4. Meetinggoalsandearningsuccess

For a business to be successful, short- and long-term goals must be clear and concise. When employees
know what the goals and visions of their company are, they are better able to focus their efforts on
achieving them.

Communicate goals clearly, and regularly remind employees of the team or individual goals to keep
them motivated andencouraged. It can also help employees understandthe importance of their roles in
making the company successful, which can improve loyalty within the company and reduce hiring
turnover.

5. Promotingcreativityandinnovation

People whoare good communicators are usuallyopen to sharing ideas without judgment. When trust is
built basedon effectivecommunication, teammembers are more apttoshare witheachotherto inspire
creativity.

Effective communicators are more inclined to collaborate to find creative solutions, as well. When
employees are keen to share ideas, companies can transform their approaches and find unique ways to
serve customers and clients.

6. Advancingindividualcareerprospects

Good communication skills, such as open and honest communication, eliminate surprises and reinforce
your commitment to solve problems and support the business. This can help you earn promotions and
secure leadership positions in your current organization or pursue new advanced career opportunities
elsewhere.

BarriersToEffectiveCommunication

The process of communicationhas multiple barriers. The intended communique will often be disturbed
and distorted leading to a condition of misunderstanding and failure of communication. TheBarriers to
effective communication could be of many types like linguistic, psychological, emotional, physical, and
culturaletc.Wewillseeallofthesetypesindetailbelow.

LinguisticBarriers

Thelanguagebarrierisoneofthemainbarriersthatlimiteffectivecommunication.Languageisthemost
commonlyemployedtoolofcommunication.Thefactthateachmajorregionhasitsownlanguageisoneof
theBarriersto effective communication. Sometimes even a thick dialect may render the communication
ineffective.

Aspersomeestimates,thedialectsofeverytworegionschangeswithinafewkilometers.Eveninthesame
workplace, different employees will have different linguisticskills. As a result, the communication
channelsthatspanacrosstheorganizationwouldbeaffectedbythis.

Thuskeepingthisbarrierinmind,differentconsiderationshavetobemadefordifferentemployees.Some
ofthemareveryproficientinacertainlanguageandotherswillbeokwiththeselanguages.

PsychologicalBarriers

Therearevariousmentalandpsychologicalissuesthatmaybebarrierstoeffectivecommunication.Some
peoplehavestagefear,speechdisorders,phobia,depressionetc.Alloftheseconditionsareverydifficultto
managesometimesandwillmostcertainlylimittheeaseofcommunication.
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EmotionalBarriers

The emotionallQ of a person determines the ease and comfort with which they can communicate. A
personwhoisemotionallymaturewillbeabletocommunicateeffectively.Ontheotherhand,peoplewho
lettheiremotionstakeoverwillfacecertaindifficulties.

A perfect mixture of emotions and facts is necessary for effective communication. Emotions like anger,
frustration,humour,canblurthedecision-makingcapacitiesofapersonandthuslimittheeffectivenessof
theircommunication.
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PhysicalBarriersto Communication

They are the most obvious barriers to effective communication. These barriers are mostly easily
removable inprinciple at least. Theyinclude barrierslike noise, closed doors, faultyequipment used for
communication, closed cabins, etc. Sometimes, in a large office, the physical separation
betweenvariousemployees combined with faulty equipment may result in severe barriers to effective
communication.

CulturalBarriersofCommunication

Astheworldisgettingmoreandmoreglobalized,anylargeofficemayhavepeoplefromseveralpartsof the
world. Different cultures have a different meaning for several basic values of society. Dressing, Religions
or lack of them, food, drinks, pets, and the general behaviour will change drastically from one culture to
another.

Hence it is a must that we must take these different cultures into account while communication. This is
whatwecallbeingculturallyappropriate. = Inmanymultinationalcompanies,  specialcoursesareofferedat
theorientationstagesthatletpeopleknowaboutotherculturesandhowtobecourteousandtolerantof others.

OrganisationalStructureBarriers

As we saw there are manymethods of communicationat an organizational level. Each of these methods
hasitsownproblemsandconstraintsthatmaybecomebarrierstoeffectivecommunication.Mostofthese
barriersarisebecauseofmisinformationorlackofappropriatetransparencyavailabletotheemployees.

AttitudeBarriers

Certainpeoplelike tobe leftalone. They aretheintrovertsorjustpeople whoarenot very social.Others like
to be social or sometimes extra clingy! Both these cases could become a barrier to communication.
Somepeoplehaveattitudeissues,likehugeegoandinconsideratebehaviours.
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Theseemployeescancauseseverestrainsinthecommunicationchannelsthattheyarepresentin. Certain
personality traits like shyness, anger, social anxiety may be removable through courses and proper
training.However,problemslikeegocentricbehaviourandselfishnessmaynotbecorrectable.

PerceptionBarriers

Differentpeopleperceivethesamethingsdifferently.Thisisafactwhichwemustconsiderduring
thecommunication process. Knowledge of the perception levels of the audience is crucial to effective
communication.Allthemessagesorcommuniquemustbeeasyandclear.Thereshouldn’tbeanyroomfor a
diversified interpretational set.

PhysiologicalBarriers

Certaindisordersordiseasesorotherlimitationscouldalsopreventeffectivecommunicationbetweenthe
various channels of an organization. The shrillness of voice,dyslexia, etc are some examples of
physiologicalbarrierstoeffectivecommunication.However,thesearenotcrucialbecausetheycaneasily  be
compensated and removed.

TechnologicalBarriers&Socio-religiousBarriers

Other barriers include the technological barriers. The technology is developing fast and as a result, it
becomesdifficulttokeepupwiththenewestdevelopments.Hencesometimesthetechnologicaladvance
maybecomeabarrier.Inadditiontothis,thecostoftechnologyissometimesveryhigh.

Mostoftheorganizationswillnotbeabletoaffordadecenttechforthepurposeofcommunication.Hence,
thisbecomesa verycrucialbarrier. Other barriers are socio-religious barriers. Inapatriarchalsociety, a
womanoratransgendermayfacemanydifficultiesandbarrierswhilecommunicating.

@O ; ‘@
Communication
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UNIT-7
WorkCulture, TQM&Safety

e HumanrelationshipandPerformancein Organization
¢ RelationswithPeers,SuperiorsandSubordinates
e TQMconcepts:QualityPolicy,QualityManagement,Quality system

¢ AccidentsandSafety,Cause,preventivemeasures,GeneralSafetyRules,
¢ PersonalProtectionEquipment(PPE)

HumanrelationshipandPerformanceinOrganization

Human relations is critical for developing and maintaining a positive work environment, retaining
employees and encouraging productivity. By making human relations the focus of your management
approach, you can effectively create a workplace culture in which your employees can thrive.
Developing your human relations skills can help you modify your management style so it's human
relations-centric.

Whatishuman relations?

Human relations refers to the ability to interact in a healthy manner with others and build strong
relationships. From the perspective of managers in a company, it involves the process of creating
systemsandcommunication channelsto enable group employee relationships as well as strongone-on-
one relationships. Additionally, it includes the process of training people for specific roles, addressing
their needs, resolving conflicts between employees or between management and employees and
creating a positive workplace culture.

Whyishumanrelationsimportant?
Humanrelationsiscriticalinbusinessforavarietyofreasons, including:

o Employee productivity:When relationships between a company's managers and its employees
aresupportiveandpositive, productivityisshowntoincrease. Additionally, whenemployeesare
dependent upon each other with their work, it directly influences productivity. When employees
feel that they're treated with respect and recognized for contributing to a company's success,
they are more likely to produce quality work.

e Motivation:Whenemployeesrecognizethatperformingjob-relatedtaskswillallowthemtofeel
appreciated and valued, they are more motivated to do them.

o Positive perception: An employee's interpersonal and communication skills impact the
perception that other employees have about their ability to positively contribute to the
workplace. A positive perception of an employee's work and attitude could create opportunities
for future advancement.

o« Employee retention:Employees who feel they're treated respectfully by their employer are
more likely to continue working for them for a longer period of time. By using human relationsto
establish a feeling of mutual trust and value, a company creates an environment where
employees feel that they matter and are less likely to pursue other opportunities.

e Creativity:In the workplace, creativity is often dependent on the employee's ability to
communicateandshareideaswiththeircolleagues. Bycreatingapositiveworkplacecultureand
nurturing workplace relationships and teamwork, a business can encourage creativity and more
quickly develop products and services to meets the consumer's changing needs.

EmployeeCollaborationandWorkplaceCulture
Human relations in the workplace are a major part of what makes a business work. Employees must

frequently work together on projects, communicate ideas and provide motivation to get things done.
Withoutastableandinvitingworkplaceculture,difficultchallengescanarisebothinthelogisticsof



managing employees and in the bottom line. Businesses with engaging workplaces and a well-trained
workforce are more likely to retain and attract qualified employees, foster loyalty with customers and
more quickly adapt to meet the needs of a changing marketplace.

ImprovingEmployeeRetention

The quality of workplace relations is critical to employee retention. Employee retention may seem
trivial - especially in a workplace that is used to a high turnover - but managers must remember that
turnover is financially very costly. Every new employee requires a substantial investment of time and
energy in their recruitment and training.

In addition, severing ties with old employees can sometimes be challenging, especially if the
circumstances are not particularly amicable. Making sure quality employees remain interested and
engaged in the business requires patience, compassion and flexibility, but can actually make the
business more financially sound.

MotivationandProductivity

Workplace relationships provide a source of employee motivation, which is important to maintaining
productivity. Employees who are interested in their work and in the well-being of other
employeestendtobemoreproductivethanthosewhoarenot.Thisproductivitypaysobviousfinancial
dividendstothecompany,asitcangetmoredoneinlesstimewithfewercosts.Building relationships, by both
recognizing an employee's value to the company and a concern for their needs, often goes a long way.

FosteringEmployeeCreativity

Themodernbusinessenvironmentoftenrewardsbusinessesthatareabletoquicklydevelop products that
meet changing consumer needs. In some industries - such as technology, for example - employees'
ability to come up with effective new ideas is often the difference between the entire company's success
and failure. Employees' creativity is often dependent on their ability tocommunicate with other
employees and share ideas. Without quality workplace relationships,
employeesarelesslikelytobeabletodevelopandsharethesolutionsthatabusinessneedsto survive.

TQMconcepts:QualityPolicy,QualityManagement,Qualitysystem

Total Quality Management (TQM) is a management frameworkbased on the belief that an organization
canbuildlong-termsuccessbyhavingallitsmembers,fromlow-levelworkerstoitshighest ranking

executives, focus on improving quality and, thus, delivering customer satisfaction.

A core definition of total quality management (TQM) describes a management approach to long-term
success through customer satisfaction. In a TQM effort, all members of an organization participate in

improving processes, products, services, and the culture in which they work.

PRIMARYELEMENTSOFTQM

TQM can be summarizedas a management system for a customer-focusedorganization that involves all
employees in continual improvement. It uses strategy, data, and effective communications to integrate
thequalitydisciplineintothecultureandactivitiesoftheorganization.Manyoftheseconceptsare


https://www.techtarget.com/whatis/definition/framework
https://www.techtarget.com/searchcio/definition/C-level
https://www.techtarget.com/whatis/definition/customer-satisfaction-CSAT

presentinmodern qualitymanagementsystems,thesuccessortoTQM.Herearethe8principlesof total quality
management:

1. Customer-focused:The customer ultimately determines the level of quality. No matter what an
organization does to foster qualityimprovement—trainingemployees, integrating quality into the
design process, or upgrading computers or software—the customer determines whether the efforts
were worthwhile.

2. Total employee involvement:All employees participate in working toward common goals. Total
employeecommitmentcanonlybeobtainedafterfearhasbeendrivenfromtheworkplace,whenempowerm
enthas occurred, and when management has provided the proper environment. High-performance
work systems integratecontinuous improvementefforts with normal business operations. Self-
managed work teams are one form of empowerment.

3. Process-centered:A fundamental part of TQM is a focus on process thinking. A process is a series of
steps that take inputs from suppliers (internal or external) and transforms them into outputs that are
delivered to customers (internal or external). The steps required to carry out the process are defined,
and performance measures are continuously monitored in order to detect unexpected variation.

4. Integrated system:Although an organization may consist of many different functional specialties
often organized into vertically structured departments, it is the horizontal processes interconnecting
these functions that are the focus of TQM.

5.

1. Micro-processes add up to larger processes, and all processes aggregate into the
business processes required for defining and implementing strategy. Everyone
must understand the vision, mission, and guiding principles as well as the quality
policies, objectives, and critical processes of the organization. Business
performance must be monitored and communicated continuously.

2. An integrated business system may be modeled after the Baldrige Awardcriteria
and/or incorporate thelSO 9000 standards. Every organization has a unique work
culture, and it is virtually impossible to achieve excellence in its products and
services unless a good quality culture has been fostered. Thus, an integrated
system connects business improvement elements in an attempt to continually
improve and exceed the expectations of customers, employees, and other
stakeholders.

6. Strategicandsystematicapproach: Acriticalpartofthemanagementofqualityisthestrategic and
systematic approach to achieving an organization’s vision, mission, and goals. This process,
called strategic planning or strategic management, includes the formulation of a strategic plan
that integrates quality as a core component.

7. Continual improvement:A large aspect of TQM is continual process improvement. Continual
improvement drives an organization to be both analytical and creative in finding ways tobecome
more competitive and more effective at meeting stakeholder expectations.

8. Fact-based decision making: In order to know how well an organization is performing, data on
performance measures are necessary. TQM requires that an organization continually collect and
analyze data in order to improve decision making accuracy, achieve consensus, and allow
prediction based on past history.

9. Communications:During times of organizational change, as well as part of day-to-dayoperation,
effective communications plays a large part in maintaining morale and in motivating employees
at all levels. Communications involve strategies, method, and timeliness.

TQMrequiresorganizationstofocusoncontinuousimprovement,or kaizen.Itfocusesonprocess improvements

over the long term, rather than simply emphasizing short-term financial gains.
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TQM prescribes a series of ways for organizations to accomplish this, with the pathway to successful
continuous improvement centered on the use of strategy, data and effective communication to instill a

discipline of quality into the organization's culture and processes.

Morespecifically, TQMputsaspotlightontheprocessesthatorganizationsusetoproduce theirproducts, and
it calls for organizations to define those processes, continuously monitor and measure their
performance, and use that performance data to drive improvements. Furthermore, itcalls for all

employees, as well as all organizational departments, to be part of this process.

TQM's objectives are to eliminate waste and increase efficiencies by ensuring that the production

process of the organization's product (or service) is done right the first time.

This management framework was initially applied to companies in the manufacturing sector, but, over

the decades, organizations in other sectors have adopted it, as well.

QualityPolicy

The quality policy is where the company has stated its promise. The promise to strive for consistent
quality and constant improvement. The quality policy is a short document created by the executive
management team.

It displays exactly what quality means to their company specifically. The purpose of their product or
service and the strategic direction they are planning to take to achieve these goals.

You must show this document to all employees so all are aware and the company is aligned with their
objective. The document is also made public to be accessed by customers and investors for reference
and reassurance.

In short, a quality policy describes your business, what it offers and your commitment to delivering the
highest quality product. Customer requirements are accounted for in the quality policy. Quality
objectives are the goals linked to meeting customer requirements. These objectives are within the
quality policy statements.

ThreeKey Elements
Thequalitypolicyshouldreallyhavethreekey elements.

1. Itshouldbedevelopedbymembersofsenior management.
2. Itshouldshowcommitmenttoqualityandcustomer satisfaction.
3. Itshouldberelativelyeasytogeneratekeyqualityobjectivesfromit.

A Quality Policy is a requirement of any formalized quality management system (QMS), and its purpose
is to set the framework for the commitment of the scope of the QMS for internal and external
stakeholders.
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A Quality Policy is typically a brief statement that aligns with an organization’s purpose, mission, and
strategic direction. It provides a framework for quality objectives and includes a commitment to meet
applicable requirements (ISO 9001, customer, statutory, or regulatory) as well as to continually
improve.

But a Quality Policy can be so much more. It can become a way to drive passion for cultural change
within an organization by incorporating pieces of it into routine meetings and embedding it into
employee objectives and performance measurement.

For example, some companies will incorporate a quality objective directly into an employee’s annual
goals. Examples could include being involved in a continual improvement project or simplymaintaining
compliance.

Most companies will post their Quality Policy on their websites and within company buildings as a
visual reminder to employees, customers, and suppliers about their commitment to quality.

Here is our Quality Policy that we believe reflects the everyday way of life and commitment to quality
practiced at Thermo Fisher Scientific:

QualityPolicy

We fulfill our Mission to enable our customers to make the world healthier, cleaner, and safer by
continuously improving the quality of our products and services and by ensuring global regulatory
compliance.

e Qualityforourcustomersmeans they can rely on ourproducts andservices to consistentlymeet
their specifications and requirements.

e Qualityforourcolleaguesmeanswetakepersonalownershiptoensureourworkmeets customer
requirements and is error free from design through use.

e Qualityforregulatoryauthoritiesmeansthatweoperateatthehighestethicalstandardsand meet or
exceed all applicable regulatory requirements.

e Quality for our company means we drive a continuous improvement culture that is enabled
bypractical process improvement (PPI) and our company’s quality system.

WhatlsQualityManagement?

Quality management is the act of overseeing all activities and tasks that must be accomplished to
maintain a desired level of excellence. This includes the determination of a quality policy, creating and
implementing quality planning and assurance, and quality control and quality improvement. It is also

referred to as total quality management (TQM).

A Quality Management System, or QMS, is essential for improving your business’s operations and
enablingittomeettherequirementsofcustomers. Manytypesofqualitymanagementsystemsarebuilt
around ISO 9000, a framework requiring all business processes to be documented and for people to
follow these closely. Whether you manage all your processes in-house or outsource to, for example, a, a
QMS allows your organization to remain compliant with the latest standards and regulations.

Once your company is ISO certified, implementing Total Quality Management (TQM) enables you to
evaluate all processes to improve efficiency and reduce waste. TQM can be implemented in all facets of
your business, from the front office to the production floor.

In general, quality management focuses on long-term goals through the implementation of short-term
initiatives.

e Qualitymanagementistheactofoverseeingallactivitiesandtasksneededtomaintainadesired level of
excellence.
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e Quality management includes the determination of a quality policy, creating and implementing
quality planning and assurance, and quality control and quality improvement.

e TQM requires that all stakeholders in a business work together to improve processes, products,
services and the culture of the company itself.

UnderstandingQualityManagement

At its core, TQM is a business philosophy that champions the idea that the long-term success of a
company comes from customer satisfaction and loyalty. TQM requires that all stakeholders in abusiness
work together to improve processes, products, services and the culture of the company itself.

While TQM seems like an intuitive process, it came about as a revolutionary idea. The 1920s saw the
rise in reliance on statistics and statistical theory in business, and the first-ever known control chart
wasmadein1924.Peoplebegantobuildontheoriesofstatisticsandendedupcollectivelycreating the method
of statistical process control (SPC). However, it wasn't successfully implemented in a business setting
until the 1950s.1

It was during this time that Japan was faced with a harsh industrial economic environment. Its citizens
were thought to be largely illiterate, and its products were known to be of low quality. Key
businessesin]Japansawthesedeficienciesandlookedtomakeachange.Relyingonpioneersinstatistical
thinking, companies such as Toyota integrated the idea of quality management and quality control into
their production processes.

By the end of the 1960s, Japan completely flipped its narrative and became known as one of the most
efficient export countries, with some of the most admired products. Effective quality management
resulted in better products that could be produced at a cheaper price.

Real-WorldExampleof QualityManagement

The most famous example of TQM is Toyota's implementation of the Kanban system. A kanban is a
physical signal that creates a chain reaction, resulting in a specific action. Toyota used this idea to
implement its just-in-time (JIT) inventory process. To make its assembly line more efficient, the
company decided to keep just enough inventory on hand to fill customer orders as they weregenerated.

Therefore, all parts of Toyota's assembly line are assigned a physical card that has an associated
inventory number. Right before a part is installed in a car, the card is removed and moved up thesupply
chain, effectively requesting another of the same part. This allows the company to keep its inventory
lean and not overstock unnecessary assets.2

Aqualitysystemisastructurefor managingthequalityoftheoutputofamanufacturer.

Wehaveaverystringent qualitysystemforinspectingitemsanddeliveringthebest products.
Agoodqualitysystempreventserrorsfromoccurringratherthancorrectingthemaftertheyhave happened.
Aqualitysystemisastructureformanagingthequalityoftheoutputofa manufacturer.

Accidentsinthe workplace
Youremployerhasadutytoprotectyouandtellyouabouthealthandsafetyissuesthataffectyou.They must
also report certain accidents and incidents, pay you sick pay and give you time off because of an
accident at work should you need it.

Reportinganaccidentatwork
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Youremployermustreportseriouswork-relatedaccidents,diseasesanddangerousincidentstotheHealth
and Safety Executive for Northern Ireland (HSENI)or the Health and Safety department at your local
authority. They must report:

e death

e majorinjuries,abrokenarmorribsfor example

o dangerousincidentslikethecollapseofscaffolding,peopleovercomebygas

o anyotherinjurythatstopsanemployeefromdoingtheirnormalworkformorethanthreedays
o disease

The reportingmust be done byyouremployer, but ifyou're involvedit's a goodidea to make sure it has
been reported.

Healthandsafetyatwork

Your employer has to carry out a risk assessment and do what's needed to take care of the health and
safety of employees and visitors. This includes deciding how many first aiders are needed and whatkind
of first aid equipment and facilities should be provided.

First aidershave no statutory right to extra pay, but some employers doofferthis. Employees must also
take reasonable care over their own health and safety.

o Employees'healthandsafety responsibilities
o Employers'healthandsafetyresponsibilities

Recordingaccidents

Anyinjuryatwork-includingminorinjuries-shouldberecordedinyouremployer's'accident book'.

All employers (except for very small companies) must keep an accident book. It's mainly for the benefit
of employees, as it provides a useful record of what happened in case you need time off work or need to
claim compensation later on. But recording accidents also helps your employer to see what's going
wrong and take action to stop accidents in future.

Sickpay

In most cases, if you need time off because ofan accident at work, you'll only have the right to
StatutorySick Pay. Your employer may have a scheme for paying more for time off caused by accidents,
or may decide to pay extra depending on what has happened.

Makinganinjury claim

If you've been injured in an accident at work and you think your employer is at fault, you may want to
make a claim for compensation. Any claim must be made within three years of the date of the accident
and you'll normally need a lawyer. If you belong to a trade union, you may be able to use their legal
services. Or, you should speak to a specialist personal injury lawyer.

By law, your employer must be insured to cover a successful claim and should place a certificate with
the name of their employer's insurance company where it can be seen at work. If not, they must giveyou
the details if you need them.
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If you're considering suing your employer, remember that the aim of legal damages is to put you in the
position you would be in had the accident not happened - it's not about getting hold of some 'free’
money. There are also court costs and legal fees to think about.

Ifyouhaveanaccidentintheworkplace,you should:

makesureyou recordanyinjuryinthe'accident book'
e ifneedbe, makesureyouremployerhasreportedittothe HSENI

e checkyour contract or written statement of employment for information about sick or accident
pay
o ifthere'sadispute, trytosortitoutwithyour employer

PERSONALPROTECTIVEEQUIPMENT (PPE)FORINFECTIONCONTROL
Personal Protective Equipment (PPE) is specialized clothing or equipment worn by an employee for

protection against infectious materials.

PPE prevents contact with an infectious agent or body fluid that may contain an infectious agent, by

creating a barrier between the potential i Importance

According to the hierarchy of controls by theNational Institute for Occupational Safety and
Health(NIOSH), PPE (sometimes also reffered to as PPEequipment)—is recommended to be the last
level of defense to prevent occupational injuries, illnesses, and fatalities, but some businesses combined
it with other control measures to ensure a safe and healthy environment for their workers. Here are

some benefits of using PPEs:
preventunnecessaryinjuryintheworkplace;
protectemployeesfromexcessivechemicalexposure;
preventthespreadofgermsandinfectiousdiseasesincludingCOVID-19;

help businesses comply with regulatory requirements(e.g., The Personal Protective Equipment at
WorkRegulations 1992 that’s recently been extended to limb workers); and

Improveemployeeproductivityandefficiency.

The4BasicTypes

However, even the strictest controls will not necessarily eliminate all the risks associated with most job
tasks and this is where the need for PPE must be evaluated. A hazard assessment can help identify
which specialized PPE will be required. There are numerous types of workplace safety equipment
available depending on the hazard exposure and work conditions. The following are basic PPE that can

help protect employees:
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Personal Protective Equipment (PPE)
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FaceandEye Protection

PPE includes safety goggles and face shields and should be used for tasks that can cause eye damage or

loss of vision, sprays of toxic liquids, splashes, and burns.

SafetyTips:

CheckifsafetyglassescomplywiththeANSIZ87.1eyeprotection standard.
Ensurethattherearenocracksordeformitiesonthelenses.
Ensurethestrapisingoodworkingcondition andisfirmlysealedtothecheekandforehead.

Cleananddisinfectafteruse.

Face and Eye Protection

Safety goggles and face shields
. - protects workers from hazards such as:
: ¢ |
- | * Projectile objects
|
{ -

* Chemical splashes

* Radiant enerqy sources from gas

@ welding, soldering, laser, etc
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RespiratoryProtection

PPE includes full-face respirators, self-contained breathing apparatus, gas masks, N95 respirators, and
surgical masks are used for a task that can cause inhalation of harmful materials to enter the body. This
includes harmful gas, chemicals, large-particle droplets, sprays, splashes, or splatter that may contain

viruses and bacteria such as COVID-19, viral infections, and more.

SafetyTips:
Ensurethattheequipmentisfit-testedandtheemployeehasundergonepropertrainingbefore wearing one.
Carefullyreadtheinstructionstodetermineif itisdesignedtohelpprotectagainstthehazardsyoumay face.

Changefiltersonhalf-maskorfull-maskrespirators frequently. 98



Replacedisposablerespiratorswithevery use.
Surgicalmasksarenottobesharedwithanyone.
Avoidtouchingthesurgicalmaskafterwearing it.
Changesurgicalmasktimelyandshouldbedisposedofafteruse.

Replacethemaskimmediatelyifitisdamagedorsoiled.

Respiratory Protection

Respiratory Protective Equspmaent
protects workers againit contaminants
present i the workplace such as

rmifil gase
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SkinandBody Protection

PPEincludesthefollowingcategoriestoprotectemployeesfromphysicalhazards:

HeadProtection

PPEincludeshardhatsandheadgearsandshouldberequiredfortasksthatcancauseanyforceor object falling to
the head.

SafetyTips:
Ensurethattherearenodentsordeformitiesontheshellandconnectionsaretightenedinside.
Donotstoreindirectsunlightasextremeheatcancausedamage.

Chooseappropriatecleaningagentsasitcanweakentheshellsofhardhatsandmayeliminateelectrical
resistance.

Alwaysreplaceahardhatifitwasusedforanykindofimpact,evenifthedamageisunnoticeable. Body

Protection

PPE includessafetyvestsandsuitsthatcanbe usedfortasksthatcancausebodyinjuriesfromextreme

temperatures,flamesandsparks,toxicchemicals,insectbitesandradiation.

SafetyTips:
Ensurethattheyarecleanandfreefromcutsandburns.
Alwaysgetagoodfitto ensurefullbody protection.

Ensurebodysuitisheat-resistantclothingwhenworkingwithhigh-temperaturehazards.

Hands Protection

PPEincludessafetyglovesandshouldbeusedfortasksthatcancausehandandskinburns,absorption

ofharmfulsubstances,cuts,fracturesoramputations.

SafetyTips:
Ensurehandprotectionfitsperfectlywithnospacesandisfreefromcuts,burnsandchemical residue.
Alwaysreplacethemifanysignofcontaminationwas observed.

Userubbergloveswhenworking withheatandelectricitytoreducetheriskofburnorelectrical shock.
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FootProtection

PPE includes knee pads and safety boots and should be used for tasks that can cause serious foot
andleg injuries from falling or rolling objects, hot substances, electrical hazards, and slippery surfaces.
SafetyTips:

Ensurebootshaveslip-resistantsolesthatcanprotectagainstcompressionandimpact.

Ensurethesoleplateisingoodconditiontopreventpunctures. Fall

Protection

PPEincludessafetyharnessesandlanyardsandshouldbestrictlyusedfortasksthatcancausefalling

fromheightsandseriousinjuryordeath.

SafetyTips:
Ensurethatthestrapsarefreefromtears,deformitiesandburn marks.
Checkthebucklesifconnectedsecurelyandtightly.

Disposeoftheequipmentifusedafterafalling incident.

Skin and Body Protection

\« Skin and body protective equipment
should be worn by workers to avoid
injuries and accidents caused by:

\\\\mn\

.«\Ir--i @

Falling objects

Falling from heights
Extreme temperatures
Radiation

Flames and sparks
Toxic chemicals

Sharp materials

s-/'.“'l

SafetyCuiture

HearingProtection

PPE includes earmuffs andplugs andshouldbe usedfortasks that can cause hearingproblemsandloss of

hearing.

SafetyTips:

Ensuretheequipmentfittheearcanal perfectly.

[tisrecommendedtouseformableearplugsto fitondifferentsizesofear canals.
Useprotectorsthatreducenoiseexposuretoanacceptableleveltohavearoomfor communication.

Ensureearplugsarecleanandingoodcondition.
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Hearing Protection

Workers exposed to excessive noise
should wear proper hearing protection
to prevent hearing damage and loss of
; \ hearing. Some hearing protection they
Ve ) can use are:

* Single-use earplugs
* Pre-formed or molded earplugs
* Earmuffs

SafetyCulture

PPESafety Requirements

TopromotePPEsafetyintheirworkplace,safetyofficerswillneedtodothe following:
CheckworksitesregularlyfortheneedofPPE.

[fPPEisneeded,provideemployeeswithproperly-fitted PPE.

TrainemployeesonOSHAPPE standards.
Provideprotectivegogglesorfaceshieldswhenthereisadangerofflyingparticlesorcorrosivematerials.
Require that safety glasses are worn at all times in worksites that pose risk of eye punctures, abrasions,
contusions, or burns.
Provideandrequireprotectiveglovesinsituationswhereemployeescouldbecutorbepossiblyexposed to
corrosive liquids, chemicals, blood, and other potentially infectious materials.
Requiretheuseoffootprotectionwhenthereisriskoffootinjuryfromhot,corrosive,orpoisonous substances,
and falling objects.

Inspecthardhatsperiodicallyfordamagetotheshellandsuspensionsystem.
MaintainPPEinsanitaryandready-to-useconditions.

Ensure that eyewash facilities and quick drench showers are easily accessible for employeeswhen they
are accidentally exposed to corrosive materials.
EstablishsafeworkproceduresfordisposingofordecontaminatingPPEafterhazardous
exposuresSafetyCulture Marketplace: Your One-Stop Work Gear & Equipment Shop

Improve safety in your workplace with SafetyCulture Marketplace as your one-stop shop for all work
gear andequipment needs. Get on-demandaccess to top quality andspecialized work gear from trusted
equipment brands in the industry—all in one centralized location. Raise the bar of safety and efficiency

by empowering employees to request what they need with just a few taps, anytime and anywhere!

EnsureproperusageofPPEwithPPE courses
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Providing personal protective equipment (PPE) for your workers alone is not enough to protect them
from hazards, injuries, and accidents, especially in industries such asconstruction, manufacturing, and
healthcare. To ensure that their PPE fully serves its function, it's crucial that your workers understand
its proper use, maintenance, and disposal to protect themselves (as well as the people they serve, in the
case ofhealthcareworkers). Thankfully, trainingismade easyandconvenient foryouwiththeavailable PPE
courses online that your workers can take at their own convenience.

Here, you’ll find our highly recommendedPPE courses that will cover the different types of PPE and
demonstrate when and how to use them properly. Reinforcing PPE training will not only keep your
workers safe from hazards but also boost productivity without any threat of unwanted incidents. such

as:
PersonalProtectiveEquipment(PPE)forManufacturing
PersonalProtectiveEquipment(PPE)forConstruction

PPESafety Software

SafetyCulture (formerly iAuditor)provides a digital space for safety officers and employees to work
towards PPE safety.SafetyCulture helps teams perform hazard assessments to determine if enforcing
PPE use is the best control measure for the task. It also allows employees to maintain PPE with ease.
Using the SafetyCulture app, employees can take pictures of PPE defects and even annotate photos to
show where the damage is.Tracking the number of usable PPE is easier for safety officers as well and
they are better equipped to provide what their employees need to get the job done.
PPEInspectionswithSafetyCulture

By using SafetyCulture for PPE inspections, safety officers are able to protect employees from the
hazards of the job by ensuring that their PPEs are always in good condition.

With SafetyCulture , conducting regular PPE inspections is easy with convenient access to inspection
data automaticallystoredin thecloud. Safetyofficers can alsogenerate PPE inspection reportsinstantly
with just one tap, anytime, and anywhere.
BeyondPPEinspections,SafetyCulturecanalsobeusedtodevelopanorganization’shealthandsafety

programbyenablingsafetyofficerstodothe following:
Enforcestandardizedsafetyprotocolsacrossteamsanddifferentsites
Mitigateriskswithawidevarietyoffreeriskassessmenttemplates
Plancorrectiveactionsimmediatelytopreventincidentsfromoccurring

EnsuringSafetyandProtectingEmployees

PPE Safety is the practice of ensuring a safe, working environment for employees and visitors through
the use ofPersonal Protective Equipment (PPE).Safety is paramount to all businesses acrossindustries.
UsingPPEs,pairedwithinspectionssuchasworkplaceandrestaurantinspections,assessments likehealth
and safety risk assessments, and analysis such asgap analysis—is essential to protect employees from

risks and hazards.

SWOTANALYSIS
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Onewaytoexplorethesequestionsisthroughtheuseofanotherdevicepartiallyborrowedfrom TQM: SWOT
analysis. SWOT stands for Strengths, Weaknesses, Opportunities, and Threats. Each of the questions
above can be examined in the light of SWOT analysis. What are the strengths and weaknesses of your
organization in regard to each question? What opportunities exist for the organization in each area of
its functioning? And what threats or challenges will the organization have to overcome if it is to
continue to be successful, and to maintain quality performance?

Strengths and weaknesses: Strengths and weaknesses may be trends, rather than specifics. A level of
service that is currently appropriate, for example, is not a strength if it is more or less than will be
needed in a year. A new program that's not ready to implement yet is not a weakness if it's unready
because the developers are taking the time necessary to make it effective.

By the same token, strengths and weaknesses don't necessarily lie only in the success of programs or
the skills of staff members, but in such areas as relationships, contacts, and reputation. An organization
running a great program may still be have serious weaknesses because it lacks some of these other
features, no matter how well it carries out its day-to-day activities.

Opportunities:Opportunitiescantakemanyforms.

e An organization may be able to meet other needs with its current structure. For instance, an
organization that publicizes and provides prenatal care to pregnant teens could be in anexcellent
position to also publicize and provide vaccinations, nutrition information, and helpwith
parenting skills after the babies are born.

e It may be possible to expand into other areas of service, or into a larger arena (another town,
another county, national instead of just one state).

e Increased funding may be available from new sources, or because of changed circumstances. A
new census, for example, can result in an increase in federal funds to a region, or an economic
downturn may bring a demand -- and increased funding -- for adult education or retraining.

e Collaborationwithothergroups,leadingtoincreasedresources,maybecomeaprospect.

o Invitations or awards offered to your organization or staff members or good press may lead to
your organization being viewed as more "legitimate."

Taking advantage of any opportunity can have both positive and negative consequences for your
organization, so it's important to analyze the situation carefully before committing yourself.

Threats (Challenges):Some ofthe challenges that goalongwithany opportunitycan be trulydaunting if
they're not thought through carefully. Many of the opportunities above require some sort of
organizationalrestructuringorgrowth,processesthatarealwaysdifficult, andrequirealotofplanning. Some
even represent rethinking the purpose of the organization, which may become a different organization
in the process. In becoming larger or more accepted, for instance, an organization may forget its roots
or its guiding principles, and lose much of its effectiveness.

Other threats may come unaccompanied by opportunity. Your organization may experience difficulty
finding -- and keeping -- ongoing funding and other resources, including competent staff; sustaining
continued effort in all areas of functioning (advertising, recruitment, public relations, programming,
evaluation, etc.); dealing with controversy; and addressing antagonism from individuals, other groups,
or the community.

Applying SWOT analysis to all the areas your organization has to deal with makes it easier both to
anticipate and prepare for the negative, and to remember to identify and build on the positiv
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UNIT-8
LEGISLATION

a) IntellectualPropertyRights(IPR),Patents, Trademarks, Copyrights
b) FeaturesofFactoriesAct1948withAmendment(onlysalientpoints)
c) FeaturesofPaymentofWagesAct1936 (onlysalientpoints)

INTELLECTUALPROPERTYRIGHTS (IPRIGHTS)

Intellectual Property Rights (IP Rights) are like any other property rights which are intangible innature.
The IP Rights usually give the creator an exclusive right over the use of his/her creation for a certain
period of time. With the rapid increase in the globalization and opening up of the new vistas in India,
the "Intellectual Capital" has become one of the key wealth drivers in the present era. There are
different country specific legislations, as well international laws and treaties that govern IP rights.

Everystartup has IP Rights, whichit needs tounderstandand protect forexcellingin its business.Every
startup uses trade name, brand, logo, advertisements, inventions, designs, products, or a website, in
which it possesses valuable IP Rights. While starting any venture, the startup also needs to confirm that
it is not in violation of the IP Rights of any other person to save itself from unwarranted litigation or
legal action which can thwart its business activities. Further, startup ventures should be proactive in
developing and protecting their intellectual property for many reasons like improving the valuation of
its business, to generate better goodwill, to protect its competitive advantage, to use intellectual
property as a marketing edge and to use the IP Rights as a potential revenue stream through licensing.

[P Rights protect several aspects of a business and each type of IP Right carries its own advantages. The
scope of IP Rights is very wide, but the prime areas of intellectual property which are of utmost
importance for any startup venture are as follows:

e Trademarks

o Patents

o CopyrightsandRelatedRights
o IndustrialDesigns

e TradeSecrets

TRADEMARKS

The Trade Marks Act 1999 ("TM Act") provides, inter alia, for registration of marks, filing of multiclass
applications,therenewabletermofregistrationofatrademarkasten yearsaswellas recognitionofthe
concept of well-known marks, etc. It is pertinent to note that the letter "R" in a circle i.e. ® with a
trademark can only be used after the registration of the trademark under the TM Act.

Trademarks means any words, symbols, logos, slogans, product packaging or design that identify the
goods or services from a particular source. As per the definition provided under Section 2 (zb) of theTM
Act, "trade mark" means a mark capable of being represented graphically and which is capable of
distinguishingthe goods orservices ofoneperson fromthose ofothers andmayinclude shape ofgoods,
their packaging and combination of colors.

The definition of the trademark provided under the TM Act is wide enough to include non-conventional
marks like color marks, sound marks, etc. As per the definition provided under Section 2 (m) of the TM
Act, "mark"includesadevice, brand, heading,label, ticket, name, signature, word, letter, numeral, shape
of goods, packaging or combination of colors or any combination thereof.

Accordingly, any mark used by the startup in the trade or business in any form, for distinguishing itself
from other, can qualify as trademark. It is quite significant to note that the Indian judiciary has been

proactive in the protection of trademarks, and it has extended the protection under the trademarks law
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to Domain Names as demonstrated in landmark cases of Tata Sons Ltd v Manu Kosuri & Ors [90 (2001)
DLT 659] and Yahoo Inc. v Akash Arora [1999 PTC 201].

PointstoConsiderWhileAdoptinga Trademark
Any startup needs to be cautious in selecting its trade name, brands, logos, packaging for products,

domain names and anyother mark which it proposes to use. You must do a proper due diligence before
adopting a trademark. The trademarks, can be broadly classified into following five categories:

a. Generic

b. Descriptive

c. Suggestive

d. Arbitrary

e. Invented/Coined

Genericmarksmeansusingthenameoftheproductfortheproduct,like"Salt"forsalt.

Descriptive marks means the mark describing the characteristic of the products, like using the mark
"Fair" for the fairness creams.

Suggestive marks means the mark suggesting the characteristic of the products, like "Habitat" for home
furnishings products.

Arbitrary marks means mark which exist in popular vocabulary, but have no logical relationship to the
goods or services for which they are used, like "Blackberry" for phones.

Theinvented/coinedmarksmeanscoininganewword whichhasnodictionarymeaning, like"Adidas". The
strongest marks, and thus the easiest to protect, are invented or arbitrary marks. The weakermarks are
descriptive or suggestive marks which are very hard to protect. The weakest marks are generic marks
which can never function as trademarks.

India follows the NICE Classification of Goods and Services for the purpose of registration oftrademarks.
The NICE Classification groups products into 45 classes (classes 1-34 include goods and classes 35-45
include services). The NICE Classification is recognized in majority of the countries and makes applying
for trademarks internationally a streamlined process. Every startup, seeking to trademark a good or
service, has to choose from the appropriate classes, out of the 45 classes.

While adopting any mark, the startup should also keep in mind and ensure that the mark is not being
usedbyany otherpersoninindiaor abroad,especiallyifthemarkis well-known. Itisimportanttonote that
India recognizes the concept of the "Well-known Trademark" and the principle of "Trans-border
Reputation”.

Example of well-known trademarks are Google, Tata, Yahoo, Pepsi, Reliance, etc. Further, under the
principle of "Trans-border Reputation”, Indiahas afforded protection to trademarks like Apple, Gillette,
Whirlpool, Volvo, whichdespite havingno physical presence in India, are protectedon the basis oftheir
trans-border reputation in India.

EnforcementofTrademarkRights
Trademarks can be protected under the statutory law, i.e., under the TM Act and the common law, i.e.,
under the remedy of passing off. If a person is using a similar mark for similar or related goods or

services or is using a well-known mark, the other person can file a suit against that person for violation
of the IP rights irrespective of the fact that the trademark is registered or not.
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Registration of a trademark is not a pre-requisite in order to sustain a civil or criminal action against
violation of trademarks in India. The prior adoption and use of the trademark is of utmost importance
under trademark laws.

The relief which a court may usually grant in a suit for infringement or passing off includes permanent
and interim injunction, damages or account of profits, delivery of the infringing goods for destruction
and cost of the legal proceedings. It is pertinent to note that infringement of a trademark is also a
cognizable offence and criminal proceedings can also be initiated against the infringers.

PATENTS

Patent, in general parlance means, a monopolygiven to the inventor on his invention to commercial use
and exploit that invention in the market, to the exclusion of other, for a certain period. As per Section
2(1) (j) of the Patents Act, 1970, "invention" includes any new and useful;

i.  art,process,methodormannerof manufacture;
ii. ~machine,apparatusorotherarticle;
iii. ~substanceproducedbymanufacture,andincludesanynewandusefulimprovementof any of
them, and an alleged invention;

The definition of the word "Invention" in the Patents Act, 1970 includes the new product as well as new
process. Therefore, a patent can be applied for the "Product” as well as "Process" which is new,
involving inventive step and capable of industrial application can be patented in India.

The invention will not be considerednewifit has been disclosedto the public in India oranywhere else in
the world by a written or oral description or by use or in any other way before the filing date of the
patent application. The information appearing in magazines, technical journals, books etc, will also
constitute the prior knowledge. If the invention is already a part of the state of the art, a patent cannot
be granted. Examples of such disclosure are displaying of products in exhibitions, trade fairs, etc.
explaining its working, and similar disclosures in an article or a publication.

[t is important to note that any invention which falls into the following categories, is not patentable: (a)
frivolous, (b) obvious, (c) contrary to well established natural laws, (d) contrary to law, (e) morality, (f)
injurious to public health, (g) a mere discovery of a scientific principle, (h) the formulation of anabstract
theory, (i) a mere discovery of any new property or new use for a known substance or process, machine
orapparatus, (j)a substance obtainedbya mere admixture resultingonlyin the aggregation of the
properties of the components thereof or a process for producing such substance, (k) a mere
arrangement or rearrangement or duplication of known devices, (1) a method of agriculture or
horticulture, and (m) inventions relating to atomic energy or the inventions which are known or usedby
any other person, or used or sold to any person in India or outside India. The application for the grant of
patent can be made by either the inventor or by the assignee or legal representative of the inventor. In
India, the term of the patent is for 20 years. The patentis renewedevery year from the date of patent.

UseofTechnologyorinvention

While using any technology or invention, the startup should check and confirm that it does not violate
any patent right of the patentee. If the startup desires to use any patented invention or technology, the
startup is required to obtain a license from the patentee.

EnforcementofPatentRights

[t is pertinent to note that the patent infringement proceedings can only be initiated after grant of
patent in India but may include a claim retrospectively from the date of publication of the application
for grant of the patent. Infringement of a patent consists of the unauthorized making, importing, using,
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offeringforsale orsellinganypatentedinvention within the India. Underthe (Indian) Patents Act, 1970
only a civil action can be initiated in a Court of Law. Like trademarks, the relief which a court may
usually grant in a suit for infringement of patent includes permanent and interim injunction, damagesor
account of profits, delivery of the infringing goods for destruction and cost of the legal proceedings.

COPYRIGHT

Copyright means a legal right of an author/artist/originator to commercially exploit his original work
which has been expressed in a tangible form and prevents such work from being copied or reproduced
without his/their consent.

Under theCopyright Act, 1957, the term "work", in which copyright subsists, includes an artistic work
comprising a painting, a sculpture, a drawing (including a diagram, a map, a chart or plan), anengraving,
a photograph, a work of architecture or artistic craftsmanship, dramatic work (recitation,
choreographic work), literary work (including computer programmes, tables, compilations and
computer databases), musical work (including music as well as graphical notations), sound recording
and cinematographic film.

In the case of original literary, dramatic, musical and artistic works, the duration of copyright is the
lifetime of the author or artist, and 60 years counted from the year following the death of the authorand
in the case of cinematograph films, sound recordings, posthumous publications, anonymous and
pseudonymous publications, works of government and works of international organizations are
protected for a period of 60 years which is counted from the year following the date of first publication.

In order to keep pace with the global requirement of harmonization, the Copyright Act, 1957 has
brought the copyright law in India in line with the developments in the information technologyindustry,
whether it is in the field of satellite broadcasting or computer software or digital technology.

RegistrationofCopyright

In India, the registration of copyright is not mandatory as the registration is treated as mere recordal of
a fact. The registration does not create or confer any new right and is not a prerequisite for initiating
action against infringement. The view has been upheld by the Indian courts in a catena of judgments.
Despite the fact that the registration of copyright is not mandatory in India and is protectable through
thelnternational Copyright Order, 1999, it is advisable to register the copyright as the copyright
registration certificate is accepted as a "proof of ownership" in courts and by police authorities, and
acted upon smoothly by them.

EnforcementofCopyrightinlndia

Any person who uses the original work of the other person without obtaining license from the owner,
infringes the copyright of the owner. The law of copyright in India not only provides for civil remediesin
the form of permanent injunction, damages or accounts of profits, delivery of the infringing material for
destruction and cost of the legal proceedings, etc, but also makes instances of infringement of copyright,
a cognizable offence punishable with imprisonment for a term which shall not be less thansix months
but which may extend to three years, with a fine which shall not be less than INR 50,000 but may extend
to INR 200,000

For the second and subsequent offences, there are provisions for enhanced fine and punishment under
the Copyright Act. The(Indian) Copyright Act, 1957 gives power to the police authorities to register the
Complaint (First Information Report, i.e.,, FIR) and act on its own to arrest the accused, search the
premises of the accused and seize the infringing material without any intervention of the court.

INDUSTRIALDESIGNS
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As per the definition given under Section 2(d) of the Designs Act, 2000, "design" means only thefeatures
of shape configuration patterns or ornament applied to any article by any industrial process or means
whether manual mechanical or chemical separate or combined which in the finished article appealto
andare judged solely by the eye. However, "design" does not include any mode orprinciple of
construction or anything which is in substance a mere mechanical device and does not include any
trademark as defined under the TM Act or any artistic work as defined under the Copyright Act, 1957.
The total period of validity of registration of an Industrial Design under the (Indian) Designs Act, 2000is
15 years.

Features of shape, configuration, pattern, ornament or composition of lines or colours applied to any
article,whetherintwodimensionalorthreedimensionalorinbothforms,canberegisteredunder the(Indian)
Designs Act, 2000. However, functionality aspects of a design are not protected under the (Indian)
Designs Act, 2000, as the same are subject matter of patents.

Designofanarticleisnotregistrableinlndia,ifit:

e is notnewor original;

e has been disclosed to the public anywhere in India or in any other country by publication in
tangible form or by use in any other way prior to the filing date or priority date of theapplication;

o isnotsignificantlydistinguishablefromknowndesignsorcombinationofknowndesigns;or

e comprisesorcontainsscandalousorobscenematter.

EnforcementofDesignRightsinIndia

The (Indian) Designs Act, 2000, only provides for civil remedies. Besides injunction, monetary
compensation is recoverable by the proprietor of the design either as contract debt or damages. An
action for infringement of design can only be initiated after the registration of the design, however, an
action for passing-off is maintainable in case of unregistered design.

TRADESECRETS

Trade secrets includes any confidential business information which provides an enterprise a
competitive edge over others. Trade secrets encompass manufacturing or industrial secrets and
commercial secrets, formula, practice, process, design, instrument, pattern, commercial method, or
compilation of information which is not generally known or reasonably ascertainable by other.

The unauthorized use of such information by persons other than the holder is regarded as an unfair
practice and a violation of the trade secret. There are no specific statutes under the Indian law for the
protection of trade secrets and the same are protectable under the common law rights.

STRATEGIESFORPROTECTIONANDEXPLOITATIONOFIPRFOR STARTUPS
1. Make Intellectual Property protection a priority:

Start-upscannotaffordthecompleteprotectionavailableundertheintellectualpropertyregime. The
first step for any startup is to evaluate and prioritize the IP Rights involved in its business.
Depending upon the type of industry involved, IP Rights play an important role. Failure to
identify or prioritize IP Rights, is likely to create problems for startup's business, especially
during negotiations with future investors or exiting its business. Sometimes IP Rights are the
only asset available with a startup.

2. Register Intellectual Property Rights:

It is important to note that certain IP Rights like patents and designs are required to be
registeredbeforeclaiminganyprotectionundertherespectivestatutes.Ontheotherhand,
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certainlPRightsliketrademarkandcopyrightneednotbemandatorilyregisteredforprotection
under. Nevertheless, a registered IP Right carries a greater value and acts as evidence of use of
the IP Rights before courts as well as enforcement agencies;

3. Due Diligence of IP Rights:

Foranystartup,it isindispensable thatit doesnot violate IP Rights ofanyotherperson. Thiswill
ensure safety from unwarranted litigation or legal action which can thwart its businessactivities.
This makes it even more important for startups to make careful IP decisions in the initial phase
and conduct proper due diligence of IP Rights, which it is using or intends to use.

4. ImplementclearandeffectivepoliciesandstrategiesforprotectionofIPRights:

Itis in the long term interest of startups to have an Intellectual Property Policy for management
of various IP rights which may be presently owned, created or acquired in future by startups.The
aim of such a policy is to ensure that there are no inter-se disputebetween the promoters of the
startups, which remains till date to be one of the main concerns for failure of startups.

5. Agreements related to Intellectual Property:

It is pertinent to note that having proper documentation in the form of agreements like non-
disclosure agreements, agreements with employees or independent contractors, can make allthe
difference between the success and failure of startups. Usually, intellectual property is created
either by the founders or some key employee or a third party. The intellectual property so
created, must be protected through a proper agreement between the founder or keyemployee or
a third party, as the case may be and the startup. If the agreement, with founders or employees
or a third party, , under which a novel idea was/is created, is overlooked, it could create
bottlenecks later after such idea becomes successful. Accordingly, the startups need to ensure
that anything created on behalf of the startup, belongs to the startup and not the Employee or a
third party. Further, it is advisable to enter into elaborate assignments, licensing or user
agreements, and care should be taken to make provisions for all post termination IPRight issues.

Whatisintellectualpropertyandwhatisintellectualpropertyrights?

TheWorldIntellectualPropertyOrganisationdefinesintellectualproperty ascreationsofthemind, such as
inventions; literary and artistic works; designs; and symbols, names and images used in commerce.

Insimpleterms,anythingthatyoucreatebyapplyingyourmindorintellectbecomesyourintellectual
property. For example, you are setting up a business of your own and have designed a logo for your
brand. That logo is your intellectual property. Similarly a scientific invention is also an intellectual

property.

Whenyoucreatealogoforyourbrand,youwill wantittobeuniqueandresonatewithyourbrand.You
wanttostandoutfromyourcompetitorsandalsomakesure  yourideasarenotcopiedormisused.This is
where intellectual property rights come in.

Intellectual property rights are given to creators for a specific amount of time. During this time the
creatorisprotectedfrominfringementandcanlicensetheirproductformanufacturinginreturnfora royalty.

The legal rights provided to the creator or inventor of intellectual property are known as intellectual
propertyrights.Everycreatorenjoyscertainprivilegesprovidedbythelawthatprotectsthecreators from
infringement or misuse of their work without their explicit permission. Intellectual property rights
also aid creators in putting their work to use for the general public by allowing for commercial
licencing.
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Intellectualpropertyrights aregrantedtocreatorsforalimitedperiodof time.
Whatarethetypesofintellectualproperty?

Asmentionedearlier,intellectualpropertyisanumbrellatermusedtodescribecreationsofthehuman mind. For
the purpose of intellectual property rights protection, IP can be categorised as the following:

1. Trademarks:This referstoanysymbols,logossigns,wordsand /orsoundsthatareuniquetoa
productorbusiness.Forexample,thetrademarkbluebirdlogoforTwitterisitsrepresentative of its
brand and is protected by intellectual property rights.

2. Copyrights:Thisisapplicabletoanypublishedworksuchasbooks,artwork,songs,webcontent and
films, among others. Your favourite cartoon duo Tom and Jerry are artwork copyrighted by
Disney.

3. Patents: Any new invention that holds the potential being put to commercial use is protected
frominfringementorduplicationbyapatent.Recently,pharmamajorCiplalostapatentbattle to
Amgen Inc over the injectable cancer drug Kyprolis.

4. Industrialdesigns:Thesearefeaturessuchasshape,pattern,ornamentorcompositionapplied to a
product by an industrial process such as by chemical process or mechanical process.

5. Geographicalindicators:Anameorsignusedoncertainproductsthatmarkstheidentityofa
particulargeographical locationororiginis termedas a geographicalindicator. Forexample,
West Bengal holds the geographical indicator tag for its beloved Rosogolla.

Indianlawstoprotectintellectualproperty

InIndia,intellectualpropertyrightsareprotectedbyahostoflawsandrulesissuedbythe government from time
to time. Primarily, intellectual property rights are protected by the following legislation and rules:

1. Trade Marks Act, 1999 and Trade Marks Rules of 2002 and 2017. Your beloved mango drink
Maaza was embroiled in a trademark controversy when Coca Cola claimed infringement of
trademark over Bisleri. Originally a drink by Bisleri, the trademarks for the drink was sold to
CocaColabyBisleri.However,in2008,BislerifiledforregisteringthetrademarkforMaazain
Turkey, which was then contested by Coca Cola

2. ThePatentsAct,1970(asamendedin2005),2003PatentRulesand2016PatentAmendment Rules

3. The Copyright Act, 1957. The most notable case under this Act was the Tips vs Wynk music

fallout.TipsIndustriesandstreamingplatformWynkhadenteredanagreementwherethelatter was

granted a licence to access the large music database of Tips. At the end of this agreement, amid
negotiations for extendingthe agreement, Tips allegedthat Wynk was infringeing on its IP. The
judgement was in favour of Tips Industries.

TheDesignsAct,2000,andDesignsRules, 2001

TheGeographicallndicationsofGoods(RegistrationandProtection)Act,1999

TheSemiconductorintegratedCircuitsLayoutDesignAct,2000

TheProtectionofPlantVarietiesandFarmers'RightAct,2001

NSk

Whiletheselawsprovidedomesticprotectiontointellectualpropertyrights,Indiahasalsosigned agreements
with various countries for safeguarding intellectual property.

Howtoprotectyourintellectualpropertyinindia
Theintellectualpropertylawsinthecountryaredesignedtosupportinnovationandresearch.Inorder to reap
the benefits of intellectual property rights in the country, the first step is to register your

creation.Youcanregisteryourintellectualpropertyforpatents,trademarksorcopyrights.Incaseofan
infringement, you can challenge the same as civil disputes in the court of law.
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Advantagesofintellectualpropertyrights

Here’swhyitisimportanttolookafterintellectualproperty rights:

1.

2.

4,

Ownership:Inacompetitiveworld,entrepreneurs,businessesandresearchersareconstantly

trying to outdo each other. A determining factor to win in this competition is ownership of the
creation.Intellectualpropertyrightsensurethatthecreatorholdsthesoleauthorityovertheir
creation.

Infringement: With intellectual property rights, creators are protected against any competitor
illegallycontraveningonthecreation.Forexample,anentrepreneur’sscientificinventionistheir own.
They are the sole owner of the creation and can choose to do what they wish with it. Anybody
using the scientific invention for any purpose without paying due credit or royalty to the creator
is liable to face legal action.
Commercialisation:Intellectualpropertyrightsareofgreatimportancewhenacreatorwishes to
commercialise their product. It paves the way for the creator to issue a licence for mass
production of the product in exchange for monetary benefits and royalty.

Learning: Whileregisteringanewintellectualproperty,thecreatorhastorevealdetailsofthe
producttothegeneral public. Thispracticeencouragesacultureofsharingofinformationthat can
be used for further development by contemporaries in the field.

Final note: Intellectual property rights are important drivers of the economic growth of a country. For
inventorsandentrepreneurs,whoareconstantlycompetingwitheachothertostandoutinthe market,
intellectual property rights are essential.

InIndia,intellectualpropertyrightssafeguardtheinterestsoftheinventor.Youcanbringcivilor
criminalcases againstcompetitors to enforce yourintellectualpropertyrights, dependingonthe
infringement or violation.

ThereareonlythreewaystoprotectintellectualpropertyintheUnitedStates:throughtheusepatents,
trademarks or copyrights. A patent applies to a specific product design; a trademark to a name, phrase
or symbol; and a copyright to a written document. All three methods have limitations--there's no one
perfect way to protect an idea.

CopyrightProtection

Acopyright willprotectthefollowingcategoriesofworks:

literary works

musicalworks,includinganyaccompanyingwords

dramaticworks,includinganyaccompanyingmusic

pantomimesandchoreographicworks

pictorial,graphicandsculptural works

motionpicturesandotheraudiovisual works

soundrecordings

architecturalworks

computerprograms(sometimesthegraphicaluserinterface)and websites

Copyrightprotectiongivesthecopyrightholdertheexclusiverighttocopythework,modifyit(thatis, create
"derivative works"), and distribute, perform and display the work publicly.

Ideasorconceptsdonothavecopyrightprotection.Copyrightprotectstheexpressionoftheidea,but not the

ideas themselves. For example, if | ask you what a chair is, you get a picture in your head; the
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picture I get in my head is different from the picture you get in your head and probably also different
fromthepictureBuffygetsinherhead.Thesearethe"ideas"ofwhata chairis.However,ifyouwereto draw the
chair you envisioned in your head or use words to describe that chair, it's an "expression” of the idea--
and that's what's protected by copyright.

Generally,theonlyprotectionforideasandconceptsisthroughtradesecretlawand/orconfidentiality
agreements, which provide a contractual remedy for misuse or disclosure of the idea.

Patents

Patents protect processes, methods and inventions that are "novel,""'non-obvious" and "useful." If
granted,apatentgivesyoua20-yearmonopolyonselling,using, makingorimportinganinventioninto the
United States. The requirements for a patent are complex, but here they are in a nutshell:

Yourworkmustbe novel. This means it must not be known or used by others in this country, or
patentedordescribedinaprintedpublicationhereorabroad,orinpublicuseorforsaleinthiscountry more
than one year prior to the application for patent.

Yourworkmustbenon-obvious. Thismeansitmustnotbeobvioustoapersonhavingordinaryskill in the
pertinent art as it existed when the invention was made.

Yourworkmustbe useful. This means that it must have current, significant, beneficial use as process,
machine, manufacture, composition of matter or improvements to one of these. According to the Patent
Office: "The word 'process' is defined by law as a process, act or method, and primarily includes
industrialortechnicalprocesses.Theterm 'machine'usedinthestatuteneedsnoexplanation.Theterm
'manufacture’ refers to articles that are made, and includes all manufactured articles. The term
'‘composition of matter' relates to chemical compositions and may include mixtures of ingredients as
well as new chemical compounds. These classes of subject matter taken together include practically
everything which is made by man and the processes for making the products.”

Patentprotectionrequiresfullpublicdisclosureoftheworkindetailandthereforeprecludes maintaining any
trade secret protection in the same work.

Trademarks

Atrademarkislikeabrandname.ltisanyword(s)orsymbol(s)thatrepresentaproducttoidentify and
distinguish it from other products in the marketplace. A trademark word example would be
"Rollerblades." A trademark symbol would be the peacock used by NBC.

Atrademarkcanberegisteredinthree ways:

Byfilinga"use"applicationafterthemarkhasbeen used.
Byfilingan"intenttouse"applicationifthemarkhas notyetbeen used.

Incertaincircumstancesinwhichaforeignapplicationexists,youcanrelyonthat.

The (TM) mark may be used immediately next to your mark. The ® registration symbol may only be
usedwhenthemarkis registeredwiththePTO.Itisunlawfultousethissymbolwithyourmarkbefore receiving
an issued registration from the PTO.

Whatqualitiesmakeforastrongtrademark?Thecardinalruleisthatamarkmustbedistinctive.The = more

distinctive it is, the easier yourtrademarkwill be to enforce. This is whyso many trademarked
products have unique spellings.
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Trademarkrightslastindefinitelyifthecompanycontinuestousethemarktoidentifyitsgoodsor services.
When the mark is no longer being used, the registration is terminated. The initial term of federal
trademark registration is 10 years, with 10-year renewal terms.

Trade Secrets

There is agreatdealof confusionregardingtrade secrets. Manypeoplethinkthat atrade secret is some type
of protection provided by the government that allows them to seek recourse in court should
someoneinfringeupontheiridea.However,unlikecopyrights,trademarksandpatents,atradesecretis not
registered with any government office to provide a verifiable public record of any claims to the secret.
You can, however, declare one to a patent lawyer in a notarized and signed disclosure. In this manner
the trade secret belongs to you forever--or until someone leaks it.

Trade secrets referto items such as recipes thatare unique andprovide a business with acompetitive
advantage,butwhichcannotbesafeguardedundercurrentformsofideaprotectionsuchascopyright,
trademark or patent. The best form of protection for these items is to keep them a secret. One of the
most famous and best-kept trade secrets is the formula for Coca-Cola.

The best way to secure the information for a trade secret is to restrict access to the secret and have
individualsandcompaniessignnondisclosureagreementswithyoushouldyouenterintoarelationship with
them which will require them to know some aspects of the secret. If someone independently develops
or reverse-engineers your trade secret, there's nothing you can do. If someone does leak it,you can sue
for theft. Suing, however, cannot stop the person from using the leaked information. So although you
may get money from the suit, you lose the larger potential profits you could have made from the idea.
Still, if your luck holds and your trade secret remains secret, royalty income from it can last significantly
longer than the patent period.

FEATURESOFFACTORYACT 1948

Introduction

TheFactories Act of 1948 was enacted to protect the welfare of workers in a factory by regulating
employmentconditions,workingconditions,theworkingenvironment,andotherwelfarerequirements  of
specific industries. The Court held in Ravi Shankar Sharma v. State of Rajasthan (1993)that the Factory
Act is social legislation that covers the health, safety, welfare, and other aspects of factory workers. The
Factories Act lays out guidelines and safety measures for using machinery, and with its strict
compliance, it also provides owners with instructions. When factory workers were taken advantage of
and exploited by paying them low wages, the Factories Act was passed.

A factory is a building or group of buildings where people work with machinery to make goods. The
primary goal of the Factories Act is to safeguard employees in a factory from industrial
andoccupationalrisks. ThisAct gives the owneroroccupierofa factorya particularresponsibilityto secure
and protect employees from employment in conditions harmful to their health and safety in order to
safeguard workers. It is stated in the Act that the purpose of the Factories Act is to amend and
consolidate the legal framework governing factory labour. The Bhopal gas tragedy case (1984)raised
public awareness of factory pollution and risks, necessitating government action to allow legislation
amendments.

SalientfeaturesofFactoriesAct,1948withAmendment- The

important features of the 1948 Act are as follows:
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o The word “factory” has been expanded by the Factories (Amendment) Act of 1976 to include
contract labour when determining whether a factory has a maximum of 10 or 20 employees.

e The Act increased the minimum age for children to work in workplaces from 12 to 14 and
reduced their daily working hours from 5 to 4 and a half.

o TheActforbidswomen andchildrenfromworkinginfactoriesfrom7p.m.to6a.m.
e Thedifferencebetweenaseasonalandnon-seasonalfactoryhasbeenabolishedbytheAct.
e TheAct,whichhasprovisionsforfactoryregistrationandlicencing.

o The state government is required to make sure that all factories are registered and also have
valid licences that are renewed from time to time.

e The Act gives state governments the authority to enact rules and regulations that ask for
management and employee association for the benefit of employees.

e The state government has theauthority to apply the Act’s requirements to anyestablishment,
regardless of the number of employees inside and regardless of whether the establishment
engages in manufacturing operations.

e InRabindra Agarwal v. State of Jharkhand(2010),_the Jharkhand High Court held that the
Factories Act, special legislation would prevail over the Indian Penal Code

ObjectivesofFactoriesAct,1948

. The major goal of the Factories Act of 1948 is to establish adequate safety measures and to
enhance the health and welfare of workers employed in a factory. The Act also protects
workers from various industrial and occupational hazards.

o Heath:According to the Act, all factories must be kept clean, and all essential safeguards
must be taken to safeguard the health of workers. The factory must have asufficient
drainage system, adequate lighting, ventilation, temperature, etc.There must be
clean water supplies. Separate restrooms and urinals must be built in convenient
locations for males and females. These must be freely accessible to employees and
kept clean.

o Safety:The Act requires that machines be properly fenced; that no young adults work on
any dangerous machines in enclosed places, and also that appropriate manholes be
provided so that employees may escape in an emergency.

o Welfare:The Act specifies that appropriate and suitable washing facilities for workers
must be provided and maintained in every factory. There must be storage and
drying facilities, as well as sitting areas, first-aid equipment, shelters, restroomsand
lunch rooms.

. The Act also imposes some restrictions on the employment of women, small children, and
teenagers, suchasworkinghours, intervals, holidays,etc., aswellasonannualleavewithpay, etc.

o Working hours:The Act sets working hours for all workers, and no adult worker mustbe
permitted to work in a workplace for more than 48 hours per week. Weekly
holidays need to be granted.

. The Act also imposes specific restrictions on owners, occupiers, or the manufacturer’s head in
order to safeguard employees and ensure their health and safety precautions.

. The Act protects workers from exploitation and improves working conditions and the
environment within factory premises.
o Penalties:The Act also specifies specific rules created with provisions under the Act, and
written orders that are violated. It is an offence, and penalties will be imposed,
imprisonmentforuptoayear;afineofuptoonelakhrupees;orbothfineand


https://indiankanoon.org/doc/236304/
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imprisonment.Any employee who misuses equipment related to the welfare, safety,
and health of other employees, or those connected to the performance of his duties,
suffers a Rs.500 fine.

Whatis “Wages”?

Wage is monetary compensation or remuneration, personnel expenses, of the labor paid by anemployer
to the employees in exchange for work done. Wage may be calculated as a fixed amount for
eachtaskcompletedoratanhourly /daily rate /based onaneasily measuredquantityof workdone.

Wagesincludeallremunerationswhichareexpressedintermsofmoneyand “includes”thefollowing:

e Amountpayableunderthetermsof employment

o Payableunderanyaward/settlementororderofa Court

o Paidas Overtimeworkorforholidays/leave period

o Payable on account of Termination of employment”

Wagesdoes“notinclude”thefollowingPayments:

e Bonuswhichdoesnotformapartof remuneration

e Valueofanyhouseaccommodation,supplyoflight,water,medicalassistanceetc.

e Anytravelingconcession

e Contributionpayablebyemployertoanypensionorprovidentfund

o Anysumpaidtodefrayspecialexpensesincurredasrequirementofthe Employment

e Gratuity payable on termination of employment

Objectives:

o Regulatepaymentofwagestospecificclassofworkersemployedinindustrywithoutanywrongful
deductions apart from what is mentioned in the Act

o Defineregulationsaroundfixingofwageperiod,timeandmodeofpaymentofwages

o Regulates the rights of the workers covered under this Act

Applicability:

This Act is applicable to all persons employed, whether directly or through contractors, in a factory or
certain specified industrial or other establishments.

o The Central Government is responsible for enforcement of the Act in Railways, Mines,
Oilfieldsand air transport services.

o TheStateGovernmentareresponsibleforitallotherestablishment(factoriesandother
establishments)

e The Act does not cover those whose wage is Rs. 24,000/- or more per month

SalientFeaturesoftheAct:
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A. ObligationsofEmployers:

Every employer is responsible for the payment of wages to all the employees that he employs.
Additionally, apart from the Employer, all the person so named / person so responsible to the
employer / the person so nominated shall also be responsible for such payment.

B. WagePeriod:

Every person responsible for Wage Payment shall fix periods in respect of which such wages
shall be payable. No wage-period shall exceed one month.

C. TimeandModeofPaymentofWages:

Every establishment having employees in excess of 1,000 person shall pay the wages before the
expiryofthe10thday.AllotheremployersshallmaketheWagepaymentbytheexpiryof 07t day.
Employers shall make the payment of wages in current currency notes i.e. cash or via Bank
transfer.

D. DeductionsfromWages:

Employers shall ensure that wages are paid to all employees without deduction of any kind
except those authorized by or under this Act.
Deductionincludesthereductionofwagesforthefollowing:

e Fines

e Absencefromduty

o Damagetoorlossofgoodsincludinglossofmoneywheresuchdamageorlossisdirectly attributable to
employee’s neglect or default

o Recoveryofadvances/loansandtheinterestdueinrespectthereof

e Adjustmentofover-paymentsofwages

o Payments made by the employed person to the employer or his agent shall also be deemed to be
a deduction from wages.

Deductionsdoesnotinclude followingpenalties(providedtherulesw.r.t.penaltyarein conformity with
the requirements as specified by the State Government):

Withholdingofincrementorpromotion
Reductiontoalowerpost
e Suspension

A.ComplianceRequirements:

Maintenance of Registers:
EmployersshallmaintainRegistersandrecordsgivingthefollowingdetails:

e Particularsofpersons employed
e Workperformedby Employees

o Wagespaidtoemployeesanddeductionsmadefromtheirwages

All  these Registers are required to be preserved for a period of 03 Years.

DisplayofNoticeof Abstracts:
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All Employers shall display Notice containing such abstracts of this Act and of the rules made
thereunder in English and in the language of the majority of the persons employed in the factory. It
includes the following:

e ListofactsandomissionsapprovedunderRule 12
o Ratesofwagespayabletoemployees(excludingthoseinsupervisor/managerpositions).

A. PenaltiesforOffencesundertheAct:

IfEmployersfailsto maintain registers requiredunderthis act orwilfullyrefuses to furnishsuch
information or return or wilfully furnishes false information shall be punishable with fine up to
Rs. 1,500 and may extend to Rs. 7,500.

Additionally, If Employers fails to pay the wages by the date fixed by the authority shall be
punishable with an additional fine which may extend to Rs. 750 / Day.

B. Un-disbursed Wages in event of Death of an Employee:

In case the Wages cannot be paid on account death of an employee or non-availability of details of
his / her whereabouts, such amounts is required to be paid to person nominated by him in this
behalf. In case employee has not nominated anyone, such amount shall be deposited with the
prescribed authority.

UNIT-
9SMARTTECHNOLOG
Y

e ConceptoflOT,HowlOTworks

e ComponentsoflOT,CharacteristicsoflOT,CategoriesoflOT

e ApplicationsoflOT-SmartCities,SmartTransportation,SmartHome,Smart
Healthcare,SmartIndustry,SmartAgriculture,SmartEnergy Management etc.

The Internet of Things (IoT) describes the network of physical objects—“things”—that are embedded
with sensors, software, and other technologies for the purpose of connecting and exchanging data with
other devices and systems over the internet.

“The Internet of Things (IoT) is a system of interrelated computing devices, mechanical and digital
machines, objects, animals or people that are provided with unique identifiers and the ability totransfer
data over a network without requiring human-to-human or human-to-computer interaction.”

InternetofThings:

AccordingtothedefinitionofloT,Itisthewaytointerconnectionwiththehelpoftheinternet devices that can
be embedded to implement the functionality in everyday objects by enabling them to send and receive
data. Today data is everything and everywhere. Hence, 10T can also be defined as the analysis of the
data generate a meaning action, triggered subsequently after the interchange of
data.loTcanbeusedtobuildapplicationsforagriculture,assetstrackingenergysector,safetyand security
sector, defense, embedded applications, education, waste management, healthcare product,

telemedicine, smart city applications, etc.
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The Internet of Things
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However, all complete [oT systems are the same in that they represent the integration of four distinct
components: sensors/devices, connectivity, data processing, and a user interface.

HowanloTSystemActually Works
As you saw in the previous chapter, the applications for [oT extend across a broad variety of use cases
and verticals. However, all complete [oT systems are the same in that they represent the integration of

four distinct components: sensors/devices, connectivity, data processing, and a user interface.

We’ll outline what each one means in the sections below and how they come together to form a
complete [oT system. Each of these sections will also serve as the organizational structure of the rest of

this ebook, and we’ll dive into these components more deeply in the chapters to follow.

1) Sensors/Devices

First, sensors or devices collect data from their environment. This data could be as simple as a

temperature reading or as complex as a full video feed.

Weuse“sensors/devices,”becausemultiplesensorscanbebundledtogetherorsensorscanbepartofa device
that does more than just sense things. For example, your phone is a device that has multiple sensors
(camera, accelerometer, GPS, etc), but your phone is not just a sensor since it can also perform many

actions.

However, whether it’s a standalone sensor or a full device, in this first step data is being collected from

the environment by something.

2) Connectivity

Next,thatdataissenttothecloud,butitneedsawaytoget there!
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The sensors/devices can be connected to the cloud through a variety of methods including: cellular,
satellite, WiFi, Bluetooth,low-power wide-area networks(LPWAN), connectingviaagateway/routeror
connecting directly to the internet via ethernet (don’t worry, we’ll explain more about what these all

mean in our connectivity section).

Each option has tradeoffs between power consumption, range, and bandwidth. Choosing which
connectivity option is best comes down to the specific [oT application, but they all accomplish the same

task: getting data to the cloud.

3) Data Processing

Once the data gets to the cloud (we’ll cover what the cloud means in our data processing section)),

software performs some kind of processing on it.

This could be very simple, such as checking that the temperature reading is within an acceptable range.
Or it could also be very complex, such as using computer vision on video to identify objects (such as

intruders on a property).

Butwhathappenswhenthetemperatureistoohighorifthereisanintruderonproperty?That’swhere the user

comes in.

4) UserInterface

Next, the information is made useful to the end-user in some way. This could be via an alert to the user
(email, text, notification, etc). For example, a text alert when the temperature is too high in the

company'’s cold storage.

A user might have an interface that allows them to proactively check in on the system. For example, a

user might want to check the video feeds on various properties via a phone app or a web browser.

However, it's not always a one-way street. Depending on the [oT application, the user may also be able
to perform an action and affect the system. For example, the user might remotely adjust thetemperature

in the cold storage via an app on their phone.

And some actions are performed automatically. Rather than waiting for you to adjust the temperature,
the system could do it automatically via predefined rules. Rather than just call you to alert you of an

intruder, the IoT system could also automatically notify security teams or relevant authorities.



Modern technology offers much interactive design to ease complex tasks into simple touch panels
controls. Multicolor touch panels have replaced hard switches in our household appliances and the
trend is increasing for almost every smart home devices.

Userinterfacedesignhashighersignificanceintoday’scompetitivemarket, itoftendeterminestheuser
whethertochooseaparticulardeviceorappliance.Userswillbeinterestedtobuynewdevices orsmart gadgets
if it is very user friendly and compatible with common wireless standards.

ComponentsofloT

ThebasicthreecomponentsofloTincludes“Things”,“Internet”,and “Connectivity”.

IoTComp| Description Example
onents
Things Physicalobjects

Sensors | Itsensethephysical environment

e.g.Speedofacar

Autuators | Itaffectthephysicalenvironment

e.g.Brakecontrollerofcar

Internet Platforms TypeofmiddlewareusedtoconnectloTcomponents(objects, people,
services, etc) to [oT. Provide numerous functions:

Accessto devices

Ensuringproperinstallation/behaviorofdevice

Dataanalytics

Interoperableconnectiontolocalnetwork,cloudorother
devices.

Services e.g.Cloudservicescanbeusedto:

Processbigdataandturnitintovaluableinformation

Buildandruninnovativeapplications

Optimizebusinessprocessesbyintegratingdevicedata

Connectivity | Network [oT components are tied together by networks, using various
wireless and wireline technologies, standards, and protocols to
provide pervasive connectivity.

RFID
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CHARACTERISTICSOFTHEINTERNETOFTHINGS:

TherearethefollowingcharacteristicsofloTasfollows.

1. Connectivity is an important requirement of the IoT infrastructure. Things of [oT should be
connected to the IoT infrastructure. Anyone, anywhere, anytime can connectivity should be
guaranteedatalltimesWithoutconnection,nothingmakessense.

2. Intelligenceandldentity-

The extraction of knowledge from the generated data is very important. For example, a sensor
generates data, but that data will only be useful if it is interpreted properly. Each IoT device has a
uniqueidentity.Thisidentificationishelpfulintrackingtheequipmentandattimesforquerying its status.

3. EnormousScalability-

The number of elements connected to the IoT zone is increasing day by day. Hence, an IoT setup
should be capable of handling the massive expansion. The data generated as an outcome is
enormous, and it should be handled appropriately.

4. DynamicandSelf-Adapting(Complexity)-

IoTdevicesshould dynamicallyadapt themselvestothechangingcontextsand scenarios.Assume a
camera meant for the surveillance. It should be adaptable to work in different conditions and
different light situations (morning, afternoon, night).

5. Architecture

IoT architecture cannot be homogeneous in nature. It should be hybrid, supporting different
manufacturers ‘ products to function in the IoT network. [oT is not owned by anyone engineering
branch.loTisarealitywhenmultipledomainscometogether.

6. Safety

There is a danger of the sensitive personal details of the users getting compromised when
allhis/herdevicesareconnectedtotheinternet.Thiscancausealosstotheuser.Hence,data security is the
major challenge. Besides, the equipment involved is huge. IoT networks may also beat the risk.
Therefore, equipment safety is also critical.

ApplicationsofloT:
BeforegoingtoreadaboutloTapplications,justwatchthisreferencevideo- https://youtu.be/91aXs9E0qAI

_——
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The concept of the Internet of Things entered our lives in 1999. However, in fact, the first [oT
application has entered our lives before. In 1991, a system was designed to send images of
thecoffeemachinetothecomputersofacademicsattheUniversityofCambridgethreetimesa minute. Due
to the fact that it is online and in real time, this system is considered to be the first
applicationofthelnternetofThingsintheworld.Someoftheapplicationsare-

1. Wearables

2. Connectedcars/smartcars
3. Smart cities

4. Smartindustries

5. Smart agriculture

6. Smart retail

7. Energymanagement

8. Smart healthcare

9. Smartpoultryandfarming
10. Smartdust

SmartCityloTApplications

IOT APPLICATIONS FOR SMART CITIES OF DIFFERENT SIZES

Traffic Monitoring Public safety ~ Smart Smart  Smart waste
management  air quality solutions parking lightning collecting

H I ‘. n B ; . ._ -

SmartcityloTapplicationsaimtoensurethatcitizensliveinmaximumcomfortandresource
consumptionismadewisely.ltaimstoreduceandultimatelyeliminatetrafficdensity,airpollution,
pollutedwaterresources,garbageandwasteproblems,populationagglomeration,andcrimerates.
Inshort,thegoalofsmartcityloTapplicationsisbasicallytoputanendtoallproblemsthat
endangerhumansafety,healthandwell-being.Smartcitiesthatsolvethetrafficproblemwith
smarttrafficlightsorendthedirtywaterproblemwithcleanwaterprojectsgetveryefficient results.

SmartFarmingloTApplications
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loT in SMma

SmartFarmingloTApplications

To understand smart farming IoT applications, first, let's define the concept of smart farming.
Combiningmanyadvancedtechnologiesandusingtheminagricultureiscalledsmartfarming. Smart farming
and smart agriculture use modern informatics methods in agriculture and aim to increase productivity.
Thanks to smart agriculture, the life of both producers and farmers is much easier.

Thanks to IoT applications in agriculture, control of agricultural areas can be done remotely. This
savestimeforeveryoneworkingintheagriculturalsector.Thesimultaneousoperationof
agriculturalmachineryisoneofthefactorsthatsavetimeandspeed.

The use of IoT based applications in agriculture is also an action aimed at protecting the
environment. With the spread of smart farming practices all over the world, it is aimed to prevent
problems such as water scarcity and drought in time.
[tisaimedtoreducethechemicalproductsusedinagricultureandthustoproducehealthier
products.Thus,thecostofsuchchemicalproductswillbeeliminatedandsavingswillbeprovided.

IoT based applications in agriculture, which ensure that each natural resource is used only in the
required amount, aim to avoid waste.

SmartGridsloTApplications
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It is aimed to establish mutual electronic communication between the supplier and the consumer
through smart grids. Smart grids IoT and its applications work intertwined with each other. Smart
gridsloTapplicationsareencounteredinmanyfieldsespeciallyintheenergysystems.Itisaimed to add smart
meters and monitoring systems to the electricity networks and thus to monitor a more reliable, quality
and safe process.

SmartHomeloTApplications
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IoT applications used in smart homes and smart buildings are used to control the systems insidethese
buildings and homes. It providescontrolof systems that provide lightingheating, security, alarm,
entertainment systems and so on.

SmartRetailloTApplications

[F3Jin RETAIL
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InternetofThingstechnologydevelopsloTapplicationstoimprovein-storecustomerexperience
andprovideahigherqualityservice.ltbringscustomers,objects,salesprocessesandtransactions to  the
digital platform.

SmartSupplyChainloTApplications
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IoT Solutions are set to Revolutionize
Supply Chain Revenue Opportunities
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One of the areas that [oT technology has entered into the digitalization process is the smart supplychain
IoT applications. [oT technology is able to control the complexity caused by the
increasingnumberofdataandtheincreasingnumberofcomplexvariablesonaglobalscale.

WearablesloTApplications
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Wearable IoTapplications aremainlyusedinthehealthandfitnesssectors.Thankstothe
wearabledevicesmanufacturedwithloTtechnology,itispossibletomakemeasurementsof
people’sbody,diseasefollow-upandmanyothermeasurementsatanytime.Thenumberof
wearablesloTapplicationsthatarecausingseriousandpositivechangesespeciallyinthehealth  sector s
increasing day by day.

ConnectedCarloTApplications
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ConnectedcarloThasedapplicationsusedintransportationhaveresultedinmanysolutionssuch as smart
traffic control, unmanned autonomous navigation, smart parking systems, and the
establishmentofdigitalcommunicationbetweenthevehicleandthedriver.

ConnectedHealthloTApplications

Connected health IoT applications ideas in health and fitness have contributed greatly to the
development of mobile digital medical systems. Many opportunities such as remote monitoring of
patients ‘health status, emergency notification systems, wearable IoT devices and monitoring of
patients’bodyvalueshavebeenrealizedthankstotheideasofhealthandfitnessloTapplications.

IndustrialinternetloTApplications

Industrial Internet of Things
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Industrial IoT applications, aka Ilot Applications, are a set of applications that fundamentally
restructure the industry. Therefore, these developments in technology are also called as a new
industrialrevolution.Itisasystemwhereallthesmartdevicesusedinproductionorother industrial fields
cancommunicate with each other and control this communicationfromasingle device.
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IndustrialloTapplicationscanbeseeninmanyareas.Frequentlyusedinindustrialautomation, smart robot
systems, smart sensors, wearable technology integration, logistics, software, security, energy
management.

IOTCATEGORIES

DefiningloTwithaconsumerpartandanindustrial/businesssegment

The first distinction people started to make was between a consumer IoT and an Internet of Things for
industrial applications or Industrial [oT as a way to distinguish between many types of IoT use cases
andapplications.Yet,assaidandaswith allterminologythere werecertainlyoverlapsinthedefinitions of
these forms of [oT.

This is why some organizations and individuals, for instance, rather talk about the Internet of
Everything, while others opt to drop the term IoT alltogether and mention it in terms of specific use
cases and contexts such as smart cities, smart metering, smart buildings, smart office, smart wearables,
Industrial Internet or smart homes, all of course with their own meaning and, again, with more
subdivisions.

ConsumerloT (CloT)

INDUSTRIAL CONSUMER

Internet of Things Internet of Things

Heavy Machinery Wearables

Transportation Phones

Smart Cities TVs

Automation Appliances
Factories Home Monitoring
Healthcare Home Automation

The Consumer Internet of Things or CloT is where you will findapplications anduse cases to trackyour
personal ‘assets’ (asset tracking), from your pet to your skateboard. Or where you will find the
connected ‘smart appliances’ such as connected refrigerators, washing machines, light bulbs, etc.

Also wearables for consumer use (wearables are also used in healthcare and in factories, to name just
two) and all sorts of consumer electronics such as smart wristwear belong to this category, along with
all sorts of smart home appliances like thermostats or connected parking door openers.

The applications get better and smarter. They also get more independent from other devices such as
smartphones. This is certainly the case with smart wearables.

A simple definition of the Consumer Internet of Things is all we need: the Internet of Things as it’s used

for consumer applications and consumer-oriented services.
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WhatisConsumerlInternetofThings(CloT)?

Consumer IoT (CIoT) refers to the use of IoT for consumer applications and devices. Common CloT

products include smartphones, wearables, smart assistants, home appliances, etc.

Typically, CIoT solutions leverage Wi-Fi, Bluetooth, and ZigBee to facilitate connectivity. These
technologies offer short-range communication suitable for deployments in smaller venues, such as

homes and offices.
Typically, in Consumer IoT, data volumes and data communication needs are low and limited. That’s

why there are many technologies of which some are specifically designed for consumer applications,
ranging from smart home connectivity standards to special operating systems for wearables.

[IoT(Industry 4.0)

The Industrial Internet of Things or IloT describes typical industry use cases across a range of sectors.
Two examples of Industrial [oT use cases: predictive maintenance andasset management.Some people
seethelndustriallnternetofThingsmoreinacontextof'heavy’industrieslikemanufacturing or utilities. But
itis also used for use cases in, for example smart cities.

If we look at it as a sort of ‘Business Internet of Things’ it is clear that there are some overlaps with the
Consumer Internet of Things. For instance: if you have a smart thermostat and smart energy
consumption meter in your house they are on one hand consumer applications because they are for
personal usage.

But from the perspective of the company that uses it to send you invoices and to help optimize energy
consumption it is a business matter (e.g., ‘smart grid‘). So, the terms are not that good but that’s how itis
and it's better to look at use cases than at these broad categories because just as there are many
different applications in the Consumer Internet of Things, there are also many in IloT and some
arehardtocompare.MostindustrialloTapplicationsrelatetothe digitaltransformationof manufacturing or
to the rise of smart industry though.

loTEnablersandconnectivitylayers

loTEnablers:

o RFIDs:usesradiowavesinordertoelectronicallytrackthetagsattachedtoeachphysicalobject.

o Sensors:devicesthatareabletodetectchangesinanenvironment(ex:motiondetectors).

o Nanotechnology: asthenamesuggests,theseareextremelysmalldeviceswithdimensions usually less
than a hundred nanometers.

o Smartnetworks:(ex:meshtopology).

Themostbasicarchitectureisathree-layer

It was introduced in the early stages of research in this area. It has three layers, namely, the perception,
network, and application layers.

(i) Theperception layeris the physical layer, which has sensors for sensing and gathering information
about the environment. It senses some physical parameters or identifies other smart objects in the

environment.
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(ii) Thenetwork layeris responsible for connecting to other smart things, network devices, and servers.
[ts features are also used for transmitting and processing sensor data.

(iii) Theapplication layeris responsible for delivering applicationspecific services to the user.It defines
various applications in which the Internet of Things can be deployed, for example, smart homes, smart
cities, and smart health.

WhatarethemajorcomponentsofinternetofThings

Major Components of loT
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Howthedevicesareconnected?

Most of the modern smart devices and sensors can be connected to low power wireless networks like
Wi-Fi, ZigBee, Bluetooth, Z-wave, LORAWAN etc... Each of these wireless technologies has its own pros
and cons in terms of power, data transfer rate and overall efficiency.

Developments in the low power, low cost wireless transmitting devices are promising in the area of IoT
due to its long battery life and efficiency. Latest protocols like 6LoWPAN- IPv6 over Low PowerWireless
Personal AreaNetworks have been adapted by many companies to implement energy efficient data
transmission for IoT networks.

6LoWPANusesreducedtransmissiontime(typicallyshorttimepulses)andthussaves energy
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