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Unit-I
Introduction: Concepts of entrepreneur, entrepreneurship and entrepreneur, Characteristics
and competencies of a successful entrepreneur, General functions of an entrepreneur; Type of
entrepreneurs; Role of entrepreneur in economic development; Distinction between an
entrepreneur and a manager; Entrepreneur and Intrepreneur.
Unit-II
Entrepreneurial Traits: Definitions, Characteristics of Entrepreneurial Types, Functions of
Entrepreneur.

UNIT – I
Unit Structure
Lesson 1.1 - An Overview of Entrepreneurship
Lesson 1.2 - Entrepreneurial Environments
Lesson 1.3 - Entrepreneurial Cultures
Lesson 1.4 - Innovations and Entrepreneurship

Lesson 1.1 - An Overview of Entrepreneurship
Learning Objectives
Having gone through this lesson, you may be able to:
Understand the concepts of entrepreneurship, its need and scope Understand meaning of
term entrepreneur, classification of entrepreneur and qualities of an entrepreneur Appreciate
the concept of innovation
Introduction
Entrepreneurship refers to all those activities which are to be carried out by a person to
establish and to run the business enterprises in accordance with the changing social, political
and economic environments.
Entrepreneurship includes activities relating to the anticipation of the consumers likes
and dislikes, feelings and behaviors, tastes and fashions and the introduction of business
ventures to meet out all these expectations of the consumers.
Entrepreneurship is considered as a ‘new product’ that would enable businessmen to
develop new form of business organization and new business activities catering to the
changing needs of the society. The liberalization of cultural rigidities are mainly due to this
new product ‘entrepreneurship’.
Entrepreneurship is the ability of entrepreneurs to assess the risks and establish
businesses which are risky but at the same time suits perfectly to the changing scenarios of the
economy.
The two major factors determine the entrepreneurship developments are:
Risk taking ability of entrepreneurs and
Power of achievement of entrepreneurs
The other factors are:
The performance of speculative functions to gain edge over others.
Considering new factors of production, time, technology and quality for success.
Availing new sources of capital Performing functions of employer, master, merchant and
undertaker.
Supply goods and services which are hitherto unknown to consumers. Find a new market
which is hitherto unexploited. Seizing new opportunities for exploitation.
Developing the less developed countries and developing nations
Decision making under uncertain situations.

Entrepreneurship development could be made through a collective approach of the qualified
individuals and the entrepreneurial role played by the Government and other agencies. They
strive for betterment and provide conducive infrastructure including the technology that is
unheard and unthought so far.
The essential Elements of Entrepreneurship Development are given in the following exhibit.
Concepts of Entrepreneurial Traits
The three prevailing concepts of entrepreneurship are:
1. Psychological Traits
Entrepreneurship development is due to the ability of the individuals’ urge to achieve
something in their life. This concept was developed by Mc Clelland. According to him
individuals have psychological urge to achieve something new. Of course the degree of urge
varies from one individual to the another. Those who have high degree of urge to achieve in
their life become entrepreneurs and all the activities enabling them to fulfill their urges are
called entrepreneurship.
Mc Clelland’s research results reveal that the entrepreneurship and its development are
the results of a combination of three needs of individuals viz.,
Low need for achievement.
High need for power and
Low need for affiliation.
Sociological Traits
Entrepreneurship development is also due to the sociological traits of the individuals living in
a particular place. Certain individuals would like to attain status in the society by means of
setting up of a new business or industry. However, they are allowed to act within the
constraints of the cultural norms and religious moves that are customary in the society.
3. Economic Factors
Apart from the psychological and sociological factors, entrepreneurship development is also
due to the existing economic activities of the state where the entrepreneurs live. Individuals
learn from the existing economic activities as how best to equip themselves for meeting the
future challenges. They collect adequate economic and technical information and decide as
how best to introduce new business that suits to the expectations of the Government and its
revised economic policies.
Thus, the concept of entrepreneurship is very is widely changing and entrepreneurship and its
development is said to be in existence so long as the humankind are in existence and the
spheres of entrepreneurship activities are getting multiplied every now and then due to the
changes that have been taken place in the liberalization, Privatization, and Globalization
(LPG) era.
Definition of Entrepreneurship
In a changing environment, the entrepreneurship development activities are getting multiplied.
Since the dawn of industrial revolution to till date, we encountered certain drastic changes in
the economic activities. Thus, it is not an easy task to give a comprehensive definition for the
word ‘entrepreneurship’. Despite that, relevant definitions of entrepreneurship are listed here.

“Entrepreneurship as the function of seeking investment and production opportunity,
organising an enterprise to undertake a new production process, rising capital, hiring labour,
arranging the supply of materials, finding site, introducing new techniques and commodities,
discovering new sources of raw materials and selecting top managers of day to day operations
of the enterprise”.
Need and Scope of Entrepreneurship Development
The word ‘Entrepreneurship’ is very often confused with the word Entrepreneur’. They
look alike but carry different meanings. Entrepreneurship is nothing but all those activities
which are to be undertaken by an entrepreneur. The prevailing socio, political and economic
activities act as a propelling force for the aspiring personalities to become entrepreneurs.
Entrepreneurship development is the outcome of the entrepreneurs. In other words, the
entrepreneurs give birth to entrepreneurship. This statement is partially true because certain
activities of the entrepreneurs are due to the existing policies and programmes of the Central as
well as the state governments and not only by the entrepreneurs themselves. Under such
circumstances, it is not the entrepreneurs who give birth to entrepreneurship. Instead, it is the
existing entrepreneurship development programmes that give birth to entrepreneurs. The
emergence of entrepreneurs and the level of entrepreneurship development are also the far
reaching changes that are taking place in the social and political activities rather than changes
taking place in the economic activities.
Entrepreneur can not emerge from the vacuum. Entrepreneurship development depends
upon the environment (both external and internal) within which the entrepreneurs have to do
their business. Entrepreneurs are closely associated with the existing as well as the past
entrepreneurial activities of the society. Business opportunities are identified from the social,
political and economic crisis and in turn these crisis become the favourable climate for the
entrepreneurs to innovate new business ventures. From this perspective, it is true that
entrepreneurial activities are the resultant efforts of the prevailing entrepreneurship
development programmes.
On the other hand, entrepreneurs keenly observe the society and its economic activities
and try to elicit innovative business opportunities. They try to make use of the modern
technology and manufacture new products which are hitherto unknown to the market and
induce the consumers to buy them and thereby improving their standard of living. It is possible
for entrepreneurs to find new market, new product and introduce a new form of organization.
Therefore, the entrepreneurship development is due to the innovative thoughts and actions of
the entrepreneurs. Thus the term entrepreneur and entrepreneurship are different and
complementary with each other. Let us see the need and scope of entrepreneurship
development in the forthcoming pages.
Scope of Entrepreneurship Development
Entrepreneurship development could be made in all walks of the society and in all fields of
activities. The scope of entrepreneurship development encompasses the following:

I. To Identify Entrepreneurial Activities
The entrepreneurial activities ‘and opportunities could be identified by the planner of the
Government. The Government through various economic policies and programmes like
‘Globalisation’, ‘Privatisation’, ‘Liberalisation’, ‘Free Export and Import of Goods and
Services’ inviting NRI’s capital introduction of innovation in the stock market activities, and
the establishment of SSI identifies entrepreneurship opportunities. These programmes give
ample opportunities for the entrepreneurship development.
To liberalise the existing licensing policies and offer incentives and thereby attract
multinational companies of various countries to develop new industries in the backward
regions.
To encourage the researchers of entrepreneurship development to find new opportunities for
the business and industrial development.
To identify the existing and the emerging economic, social and political crisis and find out a
suitable remedial measure to overcome the crisis.
To offer training to the first generation entrepreneurs and encourage them to enter into new
business ventures. To find out the entrepreneurial activities of the neighboring countries and
the international financial institutions and other associated activities like bilateral agreements,
SAARC countries Agreement, Common Wealth Countries agreements and Non-Aligned
Nations agreements and the like.
To encourage the institutions engaged in the industrial development to find avenues for
entrepreneurship development. The institutions informing entrepreneurial opportunities are:
The Government’s sponsored institutes.
University Departments and entrepreneurship development institutions.
Voluntary organisations and research agencies.
The commercial banks and
Industrial Development Institutions.
II. Imparting Training to Develop Entrepreneurial Talents
Entrepreneurs can be made by means of allowing them to undergo rigorous training.
The level of entrepreneurship development especially in all underdeveloped countries depends
upon the extent with which the aspiring men are given training. Through training, they can be
able to improve their power of achievement and power of affiliation. Training of this type shall
be given to the young pupil even at the school level. The training enables entrepreneurs:
To know as how to search the innovative business ideas.
To know the various sources available for new business ideas.
How to process and find out the best ideas.
To know the various input requirements for the proposed business.
To find out the location for the proposed business.

To know as how to fulfill the various legal formalities.
To know as how best to make use of the existing infrastructural facilities.
To know the various sources of finance available for the new business venture.
To know as how best to overcome the resistance, and
To know as how to assess the market and future trend.
III. To Develop Infrastructural Facilities
Entrepreneurship development could be possible through the setting up of both social and
economic infrastructural facilities for the aspiring entrepreneurs. The following infrastructural
facilities are worth noting:
Impart entrepreneurship education to the pupils at the school level so as to enable them to
develop the entrepreneurial talents.
Establish a separate Department of Entrepreneurship Development or School of
Entrepreneurship Development at the College/ University level and allow the academics to’
undertake researches on ‘Entrepreneurship Development’ and its allied activities.
Conduct the ‘Entrepreneurship Development Programmer’s through the setting up of
Entrepreneurship Training Institutions at least at the taluk level in all parts of the country.
The State Governments shall give special attention to the entre-preneurship development
programme. They can in collaboration with the neighboring states, chalk out a programme of
action for developing entrepreneurial activities in a phased manner.
The existing financial institutions especially the commercial banks situated in rural areas shall
take utmost care in identifying the aspiring entrepreneurs and offer not only the required
financial assistance but also the required managerial techniques so as to enable them to
establish new business and withstand in the market.
Institutions which are engaged in the development of small in-dustries shall frame long range
planning in developing entrepre-neurial talents. They should monitor the changing industrial
and business scenarios and determine the future course of actions to be taken to improve the
entrepreneurship development.
The role of R & D institutions is not only to innovate but also to inform the entrepreneurs as
how best to make use of the innovation and apply in the manufacturing process. These
institutions should act as entrepreneur and all its activities constitute entrepreneurship.
Entrepreneurship development depends upon the existence of a stable Government so that
industrialists and business magnets could have long range planning. Foreign investors would
not hesitate to go over to any other country if there is an existence of a stable Government.
The availability of finance in time is yet another support for the entrepreneurship
development. The existing tools for the better financial management are not adequate. They
could be used in the giant business concerns only. Hence, the immediate need of the hour is to
develop new tools that must be suitable for the effective utilisation of finance in the small scale
industrial units.

Identification of the effective utilisation of the available finance itself creates ground for
the development of entrepreneurial activities. The entrepreneurs could be able to mobilise
funds from existing stock market arid the market shall imbibe confidence in the minds of small
investors that their investments are protected and “’used for profitable business opportunities.
There must be an existence of the skilled labourers and experts who are able to make use of
the latest technology. Timely, adaptation of the new technology ensures entrepreneurship
development, since there are chances for making use of the new technology for alternative
purposes.
Entrepreneurship could be developed through an effective communication net work. It
avoids scarcity of information and ensures equilibrium in updating the knowledge of the people
of the entire globe. It enables a uniform growth of the economy. The entire globe in these days
is considered as a village owing to the fast communication new work system.
Absence of one or more of the above said infrastructures hinder the growth of
entrepreneurship development. What is needed at present is a comprehensive planning as how
best to help the young entrepreneurs to avail these infrastructure facilities.
IV. Ascertain the demand and Supply of Entrepreneurs
It is true that the economic growth depends upon the existence of the technical
progress. The level of technical progress in turn depends upon the existence of the
entrepreneurs. In other words, the economic growth is the resultant effect of the existing as
well as future demand for and supply of entrepreneurs. Disequilibrium between these two
affects the economic growth. Excess supply of entrepreneurs over demand leads to exploitation
of natural resources beyond the required level. Of course it leads to ‘super development’. This
is one side of argument. The other side of the argument is how to measure the excess supply. If
the measure it with the help of the variable’ development’, we can say that excess supply is
found in all the industrially advanced countries. In real life, what is advanced to-day in
industrially advanced countries becomes a common phenomenon tomorrow in all other
developing and less developed countries.
If such is the case, it is proved that excess supply of entrepreneurs is only an imagination and it
will never become true. In other words the demand for entrepreneur is a constant factor and is
in existence for ever. The supply of entrepreneurs could be enhanced through motivation. As
propounded my Mc Clelland, any society with generally high level of achievement will
produce more real entrepreneurs who can accelerate the growth of the economy. Max Weber
suggested that entrepreneurship is the outcome of the existing social conditions of the society.
He was of the opinion that the entrepreneurs’ personality has been determined and shaped by
the existing social customs and values of the society. The living conditions of the society have
been influenced by the existing cultural and religious norms, economic status of the people,
their castes and inter group relations.
However it has been observed from the history that achievement of individuals is always
greater than the achievement of groups. Entrepreneurship development too could be achieved
more by individuals.
Definition of Entrepreneur

An entrepreneur is one of the important segments of economic growth. Basically, an
entrepreneur is a person who is responsible for setting up a business or an enterprise. In fact, he
is one who has the initiative, skill for innovation and looks for high achievements. He is a
catalytic agent of change and works for the welfare of people.
The entrepreneur is a critical factor in the socio-economic change. He is the key man who
envisages new opportunities, new techniques, new lines of production, new products and
coordinates- all other activities.
The term ‘entrepreneur’ is defined in different manners by differ-ent experts.
“Entrepreneur is one who innovates, raises money, assembles inputs, chooses managers
and sets the organisation going with his ability to identify them and opportunities which others
are not able to identify and is able to fulfill such economic opportunities. Innovation occurs
through i) Introduction of a new quality in a product of ii) new product iii) discovery of fresh
demand and fresh sources of supply and iv) by change in the organisation and management”.
Functions of an Entrepreneur
An entrepreneur is expected to perform the following functions.
1. Risk Absorption
The entrepreneur assumes all possible risks of business. A business risk also involves
the risk due to the possibility of changes in the tastes of consumers, techniques of consumers,
techniques of production and new inventions. Such risks are not insurable. If they materialise,
the entrepreneur has to bear the loss himself. Thus, Risk-bearing or uncertainty-bearing still
remains the most function of an entrepreneur. An entrepreneur tries to reduce the uncertainties
by his initiative, skill and good judgment.
2. Formulate Strategic Business Decisions
The entrepreneur has to decide the nature and type of goods to be produced. He enters
the particular industry which offers from he best prospects and produces whatever
commodities he thinks will pay him the most employs those methods of production which
seem to him the most profitable. He effects suitable changes in the size of the business, its
location techniques of production and does everything that is needed for the development of
his business.
3. Execute Managerial Functions
The entrepreneur performs the managerial functions though the managerial functions
are different from entrepreneurial functions. He formulates production plans, arranges finance,
purchased, raw material, provides, production facilities, organises sales an assumes the task of
personnel management. In a large establishment these management functions are delegated to
the paid managerial personnel.
4. Adopt Innovation Function
An important function of an entrepreneur is “Innovation”. He conceives the idea for the
improvement in the quality of production line. He considers the economic inability and
technological feasibility in bringing about improve quality. The introduction of different kinds
of Electronic gadgets is an example of such an innovation of new products. Innovation is an
ongoing function rather than once for all, or possibly intermittent activity.

Characteristics of Entrepreneur
1. Facilitating Character
An entrepreneur must build a team, keep it motivated, and provide an environment for
individual growth and career development. 2. Self-Confidence
Entrepreneurs must have belief in themselves and the ability to achieve their goals.
3. Work with Vision and Mission
An entrepreneur must be committed to the project with a time horizon of five to seven years.
No ninety-day wonders are allowed.
4. High Degree of Endurance
Success of an entrepreneur demands the ability to work long hours for sustained period of time.
5. Trouble Shooting Nature
An entrepreneur must have an intense desire to complete task or solve a problem. Creativity is
an essential ingredient.
6. Initiative and Enterprising Personality
An entrepreneur must have initiative, accepting personal responsibility for actions, and
above all make good use of resources.
7. Goal Setter
An entrepreneur must be able to set challenging but realistic goals.
8. Calculated Risk-Taking Ability
An entrepreneur must be a moderate risk-taker and learn from any failures.
Entrepreneur Vs Entrepreneurship
The major differences between these two terms are as follows.
Entrepreneurship is the function of seeking investment and production opportunity
organising an enterprise to undertake a new production process, raising capital, arranging
labour and raw materials, finding a site introducing a new technique and commodities,
discounting new sources for the enterprise. Entrepreneur is one who combines capital and
labour for the purpose of production.
Entrepreneur, Entrepreneurship and Enterprise
The word entrepreneur literally came from French language meaning someone who
undertakes an enterprise. The word enterprise is attached to self-propelled, usually self-made
businessman who thinks about a venture, dreams it, starts it, works on it and grow with it.
Entrepreneurship could be defined as ability of an individual or a group of individual to
introduce changes or innovate like introduction of a new product or service, opening of a new
market and carrying out a new organisation. These are indeed the early American thoughts an
Entrepreneurship. Entrepreneur is a man who invests and risks time, money and effort to start a
business and make it successful.
Any undertaking / venture involving some economic activity which requires risk taking
ability, resources mobilization efforts, keen planning and organisation and effective decision
making skill in all types of decision situations. It has got a separate entity and perpetual
successions. It consists of people who work together mainly for production and selling of
goods and services so as to make some economic gains. It may be of private or public, small or
large, domestic or international.

Thus Entrepreneur refers a person, entrepreneurship indicates the process adopted by
him and enterprise is the work place where in he adopts his entrepreneurial skilled.
Types of Entrepreneurs
Entrepreneurs are classified as under different heads as given below. This helps the
potential entrepreneurs to choose his own nature and style of entrepreneurship.
According to the Type of Business
Entrepreneurs are found in various types of business occupations of varying size. We
may broadly classify them as follows:
Business Entrepreneur
Business entrepreneurs are individuals who conceive an idea for a new product or
service and then create a business to materialize their idea into reality. They tap both
production and marketing resources in their search to develop a new business opportunity.
They may set up a big establishment or a small business unit. Trading entrepreneur is one who
undertakes trading activities and is not concerned with the manufacturing work. He identifies
potential markets, stimulates demand for his product line and creates a desire and interest
among buyers to go in for his product. He is engaged in both domestic and overseas trade.
Industrial Entrepreneur
Industrial entrepreneur is essentially a manufacturer who identifies the potential needs
of customers and tailors product or service to meet the marketing needs. He is a product
oriented man who starts in an industrial unit because of the possibility of making some new
product.
Corporate Entrepreneur
Corporate entrepreneur is essentially a manufacturer who identifies the potential needs
of customers and tailors product or service to meet the marketing needs. He is a product
oriented man who starts in an industrial unit because of the possibility of making some new
product.
Corporate entrepreneur is a person who demonstrates his innovative skill in organising
and managing a corporate undertaking. A corporate undertaking is a form of business
organisation which is registered under some statute or Act which gives it a separate legal
entity.
Agricultural Entrepreneur
Agricultural entrepreneurs are those entrepreneurs who undertake such agricultural
activities as raising and marketing of crops, fertilizers and other inputs of agriculture.
According to the use of Technology.
Technical Entrepreneur
A technical entrepreneur is essentially an entrepreneur of “Craftsman type”. He
develops a new and improved quality of goods because of his craftsmanship. He concentrates
more on production than marketing. He does not care much to generate sales by applying
various sales promotional techniques. He demonstrates his innovative capabilities in matters of
production of goods and rendering services.

Non-technical Entrepreneur
on-technical entrepreneurs are those who are not concerned with the technical aspects
of the product in which they deal. They are concerned only with developing alternative
marketing and distribution strategies to promote their business.
Professional Entrepreneur
Professional entrepreneur is a person who is interested in establishing a business but
does not have interest in managing or operating it once it is established.
According to Motivation
Motivation is the force that influences the efforts of the entrepreneur to achieve his
objectives. An entrepreneur is motivated to achieve or prove his excellence in job performance.
He is also motivated to influence others by demonstrating his power thus satisfying his ego.
Pure Entrepreneur
A pure entrepreneur is an individual who is motivated by psychological and economic
rewards. He undertakes an entrepreneurial activity for his personal satisfaction in work, ego or
status.
Induced Entrepreneur
Induced entrepreneur is one who is being induced to take up an entrepreneurial task due
to the policy measures of the government that provides assistance, incentives, concessions and
necessary overhead facilities to start a venture. Most of the entrepreneurs are induced
entrepreneurs who enter business due to financial, technical and several other several other
provided to them by the state agencies to promote entrepreneurship.
Motivated Entrepreneur
New entrepreneurs are motivated by the desire for self-fulfillment. They come into
being because of the possibility of making and marketing some new product for the use of
consumers. If the product is developed to a saleable stage, the entrepreneur is further motivated
by reward in terms of profit and enlarged customer network.
Spontaneous Entrepreneur
These entrepreneurs start their business out of their natural talents and instinct. They
are persons with initiative, boldness and confidence in their ability which motivate them to
undertake entrepreneurial activity.
Growth Entrepreneur
Growth entrepreneurs are those who necessarily take up a high growth industry. These
entrepreneurs choose an industry which has substantial growth prospects.
Super-Growth Entrepreneur
Super-growth entrepreneur are those who have shown enormous growth of
performance in their venture. The growth performance is identified by the liquidity of funds,
profitability and gearing.
According to Stages of Development
First-Generation Entrepreneur
A first generation entrepreneur is one who starts an industrial unit by means of an
innovative skill. He is essentially an innovator, combining different technologies to produce a
marketable product or service.

Modern Entrepreneur
A modern entrepreneur is one who undertakes those ventures which go well along with
the changing demand in the market. They undertake those ventures which suit the current
marketing needs.
Classical Entrepreneur
A classical entrepreneur is one who is concerned with the customers and marketing
needs through the development of a self supporting venture. He is a stereotype entrepreneur
whose aim is to maximize his economic returns at a level consistent with the survival of the
firm with or without an element of growth.
Innovating Entrepreneurs
Innovating entrepreneurship is characterized by aggressive assemblage of information
and analysis of results, deriving from a novel combination of factors. Men/women in this group
are generally aggressive in experimentation who exhibit cleverness in putting attractive
possibilities into practice. One need not invent but convert even old established products or
services, by changing their utility, their value, their economic characteristics, into something
new, attractive and utilitarian. Therein lies the key to their phenomenal success. Such an
entrepreneur is one who sees the opportunity for introducing a new technique of production
process or a new commodity or a new market or a new service or even reorganization of an
existing enterprise.
Imitative Entrepreneurs: Imitative entrepreneurship is characterized by readiness to
adopt successful innovations by innovating entrepreneurs. They first imitate techniques and
technology innovated by others.
Fabian Entrepreneurs
These categories of entrepreneurs are basically running their venture on the basis of
conventions and customary practices. They don’t want to introduce change and not interested
in coping with changes in environment. They have all sorts of inhibitions, shyness and
lethargic attitude. They are basically risk aversor and more cautious in their approach.
Drone Entrepreneurs
Entrepreneurs who are reluctant to introduce any changes in their production methods,
processes and follow their own traditional style of operations. Though they incur losses and
looses their market potential, will not take any effort to overcome the problem. Their products
and the firm will get natural death and knockout.
Forced Entrepreneurs
Sometimes, circumstances made many persons to become entrepreneurs. They do not
have any plan, forward looking and business aptitude. To mitigate the situational problem, they
are forced to plunge into entrepreneurial venture. Most of the may not be successful in this
category due to lack of training and exposure.
Ten Steps to Become an Entrepreneur
Bruce Cameron, in his book Getting Started, writes that businesses don’t just happen,
and that you should assess first whether you should venture out on your own, He recommends
that you follow these ten steps in trying to make it on your own:
Assess Yourself

Are you able to sacrifice enough, have you got self-responsibility and finances to
commit?
Get Your Personal Finances in Order
Get rid of personal debt and protect yourself against the unexpected first, if you can’t,
delay starting your own business.
Identify Your Skills
Stick to what you know best. List all your skills and Interests and assess which you can
use to successfully run a business.
Research the Market
Is there a need for that type of business’ See if you can establish a need for your
product or service before committing yourself to it.
Draw up a Business Plan
Before you start your business, you need to be able to predict whether you’ll make a
profit or not, A business plan will help you do this.
What are Your Resources?
Check what are at your disposal and what you need to get. This Includes financial,
skills, equipment and raw materials.
Draw up a Financial Plan
In the early stages, you need cash to keep going, Otherwise you cut costs, reduce
services and thus lose sales. Make sure your financial plan can tide you over.
Business Ownership Structure
Choosing one of the four possible structures for owning your business has far--reaching
influences on your taxes and legal liability choose carefully.
Enterprise Choices
How should you start your business? From scratch, or buy an existing business? Or should
you buy into an existing business or a franchise?

Revisit Your Start-Up Plans
Everything you do in starting up your business, you need to measure up against your
predictions and expectations in your original business plan test all aspects and readjust your
plan if needed. All other categories of entrepreneurs are of self explanatory in nature and hence
not discussed.
Summary
Thus this lesson vividly explains to you the basic concepts of entrepreneurship, its need
and scope. Entrepreneurship is neither a science nor an art. It is a practice. It has a knowledge
base. Knowledge in entrepreneurship is a means to an end. In deed, what contributes
knowledge in practice is largely defined by the ends, that is, by practice.
Besides, it tells you that who is an entrepreneur what are the qualities of successful
entrepreneur, different classification of entrepreneur. Finally it highlights the principles and
significance of innovating character of an entrepreneur.
****

Lesson 1.2 - Entrepreneurial Environment
Learning Objectives
Having gone through this lesson, you may be able to:
Understand the need for knowing about environment
Appreciate classification of prevailing business environment
Analyse the factors influencing entrepreneurial environment
Introduction
“Suitable Environment and intuition in grasping the essential facts promotes
entrepreneurship”—Schumpter
Entrepreneurial venture of any sort/nature is being influenced by complex and varying
mixture of financial, institutional, cultural and personality factors. Economic system and other
conditions in the environment determine the success of commercial venture. Environment
refers to the totality of all factors which are external and beyond the control of the business
enterprise. It determines how entrepreneurship control and manage the unit. The
entrepreneurial performance of an enterprise is influenced by the value system of the society,
the rules and regulations made by the government, the monetary policies of the capital market,
foreign investments etc. If environment changes there will be a change in the entrepreneurial
performance also. Thus, the healthy environment promotes the entrepreneurship in a larger
scale by facilitating the business operations thereby contributing to the growth of the unit.
Classification of Environment
Environmental factors are mostly dynamic in nature except few factors which are of
static nature. Mostly these factors can be conceptualized and quantified. Sometimes they could
be mentioned only in qualitative terms.
On the basis of it’s variability character with reference to point of time, environment
may be past, present and future.
On the basis of decision making situation it may be classified into Market and NonMarket environment. If the business decisions of a business unit are influenced by the market
factors such as, demand, supply, competition, price etc. the environment is said to be market
environment. On the other hand, when the Government, Law and Social customs and
Conventions dominate entrepreneurial decisions it is said to be Non-market environment.
Environment may be grouped in to two, viz, Eco-nomic and Non-Economic
environment. Environment formed by the economic fac-tors like fiscal policy, indus-trial
policy, physical control of price-income, the eco-nomic system that operates, the stage of
economic devel-opment refers to economic environment.
Then the non-eco-nomic environment refers to social, political, legal, edu-cational and
cultural factors pertaining to business oper-ations.
Thus, the different facets of entrepreneurial en-vironment on the basis of factors which
form that situ-ation is depicted in the fol-lowing telescopic view of the Facets of
Entrepreneurial Environment.

Environmental Factors
It is true that the entrepreneurs must have come from diverse economic, social and
geographical backgrounds which interlace influence entrepreneurial spirits. This will enhance
the entrepreneurial performance. The various factors which influences the entrepreneurship
may be categorized into two, viz, Internal and External environment factors.
Internal Factors
The internal environmental factors are mainly the environment in which entrepreneurs are born
and brought up and work. Internal factors are those which will stimulate the entrepreneurs from
within to take up entrepreneurial venture. Some of them are:
Strong desire of entrepreneurs to do something independently in life.
Technical know-how or manufacturing experiences acquired by them.
Business experience in the same or related line.
Family background including size, type and economic status of family.
Occupational origins of the entrepreneurs. .
Factors are the main springs of action in entrepreneurs. In order to satisfy their strong desire to
do something independently in life, highly motivated persons take a plunge in to industrial
activity’ regardless of any other considerations. But, many a time it is the: compulsion rather
than the ambition that leads the man to success. The reasons that might have compelled the
entrepreneurs in putting them on the road to industry are: The internal
Various other internal environmental factors that facilitate the emergence of entrepreneurship
are:
Success stories of entrepreneurs
Previous experience in manufacturing
Previous employment in industry
Property inherited
Property acquired
Encouragement of family members
Encouragement of friends and relatives
Acquire or inherited technical and professional skill
External Environment
The success of entrepreneurship in a region at any point of time depends on the very
many external environmental factors. These factors influence the entrepreneurial operations
and ultimately determine the effectiveness of entrepreneurial performance also. These
environmental factors can be grouped into:
Economic Environment
The different economic environmental factors which influence/ inhibit the
entrepreneurship are: Structure of the economy, Industrial Policy, Agricultural” Policy, Growth
pattern of National income, G.D.P., Savings and capital formation in the country. Besides that,
Balance of trade and balance of payments, trade and tariff policy etc.
Legal Environment
Entrepreneur should know what the prevailing legal environment is by knowing the
latest position in legal enactments relating to various aspects of entrepreneurial venture. Such

as formation of the unit, collaboration, foreign exchange, industrial dispute, labour
management, social security benefits, consumer protection etc.
Political Environment
The working political system in a country influences the entrepreneurial growth by
designing

and

implementing

various

policy

matters

pertaining

to

promotion of

entrepreneurship. Hence entrepreneurs and industrialists should have representatives on
various government bodies at all levels of policy formulation and planning.
Socio-Cultural Environment
In the modem days a suitable entrepreneurial culture must be created by developing
healthy work environment and modem attitudes towards work giving social recognition etc.
These factors will give psychological stimulus which in turn promotes innovation, inspiration,
ethics and values which are very essential for a successful entrepreneurs.
The external environmental factors are:
Financial assistance from institutional sources.
Accommodation in industrial estates.
Provision of consultancy to services on technical
Market and financial aspects.
Provision of subsides of different kinds.
Arranging the institutional support for marketing the products/ services.
Attitude of the Government to help new units.
Encouraging the co-ordination between larger and smaller firms.
Providing necessary infrastructural facilities continuously.
External environment determine the entrepreneurship in many occasions. Hence presence of
conducive business environmental climate is imperative for entrepreneurship growth. External
environment facilitates various functional areas of business enterprise thereby promote
entrepreneurship.
The various factors that impede the growth entrepreneurship arose mainly due to
external environment. Some of them are:
Changes in governmental policy
Political instability or hostile government attitude
Improper co-ordination among different government agencies. Undue delay and
corruption in giving concurrences for various purposes
Poor-infrastructural facilities such as supply of power, materials, finance etc.
Rise in cost of inputs.
Unfavourable market fluctuations etc.
Summary
Understanding the business environment and its components are very much essential
for an entrepreneur. Environmental aspects are not of static in nature and hence watching the
changes in the environment is immensely essential especially for the budding entrepreneurs.
Thus, developing a healthy environment is a pre-requisite for growth of entrepreneurship.

****

Lesson 1.3 - Enterpreneurial Culture
Learning Objectives
Having gone through this lesson one could understand the following.
the need for developing entrepreneurial culture
the various aspects of entrepreneurial culture
the process of nurturing culture
the counseling and follow up process
Entrepreneurial education prevailing in India.
Problems of entrepreneurship development in India.
How to become successful entrepreneur?
Introduction
Entrepreneurial culture implies a set of values, norms and traits that are conducive to
the growth of entrepreneurship. It is the corporate culture that focuses on the emergence of
new opportunities, the means of capitalizing of them, and the creation of the structure
appropriate for pursuing them. Entrepreneurial culture should be differentiated from
administrative culture. Administrative culture is the corporate culture which focuses on
existing opportunities, organizational structures and control procedures. An ideal administrator
would ask such questions as “what resources do I control? What structure determines our
organisation’s relationship to its market? How can I minimize the impact of others on my
ability to perform? What opportunity is appropriate?” On the contrary an ideal entrepreneur
would ask very different questions such as ‘Where is the opportunity? How do I capitalize on
It? What resources do I need? How do I gain control over them? What structure is best?”.
According to Stevenson and Gumpert companies must often contain both
entrepreneurial and administrative cultures because they consist of both entrepreneurial and
established units. There two dimension of conflicting cultures. In the first dimension
entrepreneurial manager will be driven by ‘perception of opportunity’. They experience
pressures such as diminishing opportunities, changes in consumer economics, political rules,
social values and the technology they can not understand. On the other hand the administrative
managers are driven by controlled resources. The pressures upon them include social contacts
with colleagues and subordinates, performance measures, planning systems and cycles.
“Every generation needs a new revolution”, was Thomas Jefferson’s conclusion
toward the end of his long life. His contemporary, Goethe, the great German poet, though an
archconservative,- voiced the same sentiment. Institutions, systems, policies eventually outlive
themselves, as do products, processes and services, “ Revolutions”, as we have learned since
Jefferson’s days, are not the remedy. They cannot be predicted, directed, or controlled. They
bring to power the wrong people. Worst of all their results - predictably - are the exl1ct
opposite of their promises. The most lasting legacy of the French Revolution was the
tightening of the very fetters of pre - Revolutionary France: the subjection of the whole
country to an uncontrolled and uncontrollable bureaucracy, and the centralization in Parts of
all political, intellectual, artistic, and economic life. The main consequences of the Russian

Revolution were new serfdom for the tillers of the land, an omnipotent secret police, and a
rigid corrupt, stifling bureaucracy -the very features of the czarist regime against which
Russian liberals and revolutionaries had protested most loudly and with most justification.
And the same must be said of Mao’s macabre “Great Cultural Revolution”.
Indeed, we now know that “revolution” is a delusion, the pervasive delusion of the
nineteenth country, but today perhaps the most discredited of its myths. We now know that
“revolution” is not achievement and the new dawn. It results from senile decay, from the
bankruptcy of ideas and institutions, from failure of self-renewal.
Innovation and entrepreneurship are thus needed in society as much as in the economy,
in public-service institutions as much as in businesses. It is precisely because innovation and
entrepreneurship are not “root and branch” but “one step at a tune, a product here, a policy
there, a public service provider; because they are not planned but focused on this opportunity
and that need; because they are tentative and will disappear if they do not produce the
expected and needed results; because, in other words, they are pragmatic rather than dogmatic
and modest rather than grandiose that- they promise to keep any society, economy, industry,
public service, or business flexible and self-renewing. They achieve what Jefferson hoped to
achieve through revolution in every generation, and they do so without bloodshed, civil war,
or concentration camps, without economic catastrophe, but with purpose, with direction and
under control.
What we need is an entrepreneurial society in which innovation and entrepreneurship
are normal, steady, and continuous. Just as management has become the specific organ of all
contemporary institutions. and the integrating organ of our society of organizations, so
innovation and entrepreneurship have to become an integral life-sustaining activity in our
organizations, our economy, our society.
The New Tasks
The prerequisite for an entrepreneurial culture is a massive reorientation in policies and
attitudes, and above all, in priorities. We need to encourage habits of flexibility, of continuous
learning, and of acceptance of change as normal and as opportunity - for institutions as well as
for individuals.
Tax policy is one area - important both for its impact on behaviour and as a symbol of
society’s values and priorities. What is needed in an entrepreneurial society is a tax system
that encourages moving capital from yesterday into tomorrow rather than one that, like our
present one, prevents and penalizes it.
Just as important as tax and fiscal policies that encourage entrepreneurship - or at least
do not penalize it - is protection of the new venture against the growing burden of
governmental regulations, restrictions, reports, and paperwork.
The Individual in Entrepreneurial Society
In an entrepreneurial society individuals face a tremendous challenge, a challenge they
need to exploit as an opportunity, the need for continuous learning and relearning.

One implication of this is that individuals will increasingly have to take responsibility
for their own continuous learning and relearning, for their own self - development and for their
own careers. They can no longer assume that what they have learned as children and
youngster. will be the “ foundation” for the rest of their lives. It will be the “launching pad” -the place to take off from rather than the place to build on and to rest on.
An entrepreneurial society challenges habits and assumptions of schooling and
learning. Educations will have to accept that ~ schooling is not for the young only and that the
greatest challenge but also the greatest opportunity - for the school is the continuing relearning
of already highly schooled adults.
Counseling Entrepreneurs and Follow -up
Introduction
Counseling is a’ process of initiating and reinforcing a helping relationship to enable
planned growth of the client at his own. Sometimes help and counseling are used inter
changeably. Though they are entirely different concepts.
Management Counseling
Management counseling for entrepreneurial development may be understood as a
‘counseling process for the institutions to promote the entrepreneurs in the given locality’. It
encompasses broad counseling activities, by the institutions focused on the counseling
approach for the development of entrepreneurs.
Objectives of management counseling depend on the nature and level of client. Since
the client is entrepreneur the objective may be examined as follows:
To understand the entrepreneurs’, nature of background, per sonality, knowledge and
skills etc.
To understand the entrepreneurial environment in which he operates.
To diagnose the problems of the entrepreneurs in the pre-investment and post investment
stage.
To diagnose the clients’ potentialities to initiate and handle the enterprise successfully.
To enable the client explore this commitment towards his own goal and action plan for
enterprise building.
Nature of Counseling
Counseling can be both of directive and non directive in nature. The non-directive
counseling is largely client oriented where counselor listens and records what he listens and
uses the information he gets to help dispel anxieties. He does not discipline client in order to
control him. Instead the approach is non-paternalistic and counselee centered. As a matter of

act counseling for entrepreneurs has largely to be of non directive nature. This avoids over
dependence of entrepreneurs on agencies.
In essence, the non directive approach in counseling is designed to provide opportunity
for the counselee to work through his problems to his own satisfaction without being given
advice or guidance.
Now the question arises as to what kind of counseling is required for the entrepreneurs.
The entrepreneur develops an understanding about himself.
The entrepreneur develops an understanding about the environment

The entrepreneur sets directions for his growth in the context of the above.
The entrepreneur develops of a plan of action, and implements it at his “Own.
The entrepreneur learns to review it periodically along with his counselor.
The entrepreneur sees his won strength and weakness and attributes. Failure or success to
himself and reduces dependency on the institutions.
One of the pre-requisites of a good entrepreneur counseling is a good preparation for it.
Preparation on the part of the counselor and the counselee involves investment in terms of
time and thinking. If either of them is not prepared to invest in preparation for helping each
other and learning from feedback, the counseling is likely to be futile. The counselor should
prepare himself well for making counseling effective. However, the agencies (especially the
voluntary agencies which are engaged in entrepreneurship programme need to have a
continuous counseling mechanism.

Entrepreneurial Education
Entrepreneurial education for younger generation towards setting up small business
concerns, their self development and the development of industrial economy assumes prime
focus.
Entrepreneur and Entrepreneurship
‘Entrepreneur’ – a French word means “to undertake”. This word in the early 16th
century referred to men leading military expeditions. Entrepreneur as an English word has
now come into usage denoting men who venture into any new field for economic gains.
Entrepreneur is one who germinates a concept, takes initiative, seizes opportunity, bears risk,

promotes organisation and manages it to achieve set goals. Entrepreneurs are those who are
optimistic, resourceful, and persistent with a work orientation, goal setters and achievers.
Entrepreneurship is the mental urge to take risk in face of uncertainties and intuition
and capacity of forecasting things which prove true. It involves a break with the past, a wider
perception of economic activities and a creative and innovative response to environment.
It is a well known fact that entrepreneurship is one of the prime factors of production.
The development of the productivity of this factor of production is significant in improving
productivity. Thus education for the development of this quality is an important requirement.
For a young entrepreneur to start with in his new venture, small business would augur
a healthy beginning.

Small Business
A small business can be defined as one that is independently owned and operated, is
indominant in its field and meets a variety of size standards. This is mostly a localized
business so as to satisfy the felt needs of the community.
Small business offers an opportunity to the youth to excel in their field. “Small is
beautiful” goes a saying. The objective of small business is to utilize the available resources
for balanced regional and local development. This requires interest and risk taking abilities.
The raw materials are plenty and investment is negligible in a small business concern. The
only hurdle is the lack of proper management.
Small industry is the nation’s leading employer and forms the backbone of the
economy. There is, therefore, an urgent need to highlight the advantages of small industries
and a need to develop the concept of entrepreneurship through education.
The small size of a business provides some unique competitive advantages over large
size business. Small firms are often the ones to offer innovations, new concepts and new
products in the market place. Innovative behaviour is also found in the marketing strategies of
these firms. The provision of product or service at cheaper cost due to less overhead costs is
another advantage. Due to small size of some of the economies economic and organizational
factors dictate that an industry consists essentially of small firms.
Defining MSME in India
In accordance with the provision of Micro, Small & Medium Enterprises Development
(MSMED) Act, 2006 the Micro, Small and Medium Enterprises (MSME) are classified in two
Classes:

Manufacturing Enterprises- The enterprises engaged in manufacture or production of
goods pertaining to any industry specified in the first schedule to the industries (Development
and regulation) Act, 1951). The manufacturing enterprise is defined in terms of investment in
Plant & Machinery.
Service Enterprises- The enterprises engaged in providing or rendering of services and are
defined in terms of investment in equipment.
Definition of MSMEs in India
The limit for investment in plant and machinery / equipment for manufacturing / service
enterprises, as notified, vide S.O. 1642(E) dtd.29-09-2006 are
Manufacturing enterprises
(Investment in plant and
machinery)

Services enterprises
(Only investment in
equipment)

Micro

Up to Rs 25 lakhs

Up to Rs 10 lakhs

Small

From Rs 25 lakhs to Rs 5
Crores

From Rs 10 lakhs to Rs 2
Crores

Medium

From Rs 5 Crores to Rs 10

From Rs 2 Crores to Rs 5

Crores

Crores

Your case is likely to be a micro or small tourism service enterprise. Though, you
could also develop a proposal for manufacturing goods and offering them directly to visitors
(like curios, handicrafts, bottled water, etc.) or supplying goods to tourism businesses such as
paper napkins, packaging material, furniture, etc. What ever be the case, you must be able to
figure out which class of operations are you in.
Indian Scenario for Entrepreneurs
An entrepreneur is fundamentally a conceiver, designer and innovator. It is he who
thinks of a scheme or project. He thinks of the various factors of production and designs their
proportions for the final shape and output of the organization. While doing so he is conscious
of the risks that he is undertaking. He has to keep himself abreast of all the developments that
are taking place in the world. An ill informed person can never be a successful entrepreneur.
Knowledge and success are, in a sense, hand maids. A risk taking person is bound to be
creative, for creativity and innovativeness are twins. It is a competitive world and even slight
variations can impart newness to a product. Even packing a material is a matter of enterprise.
Modern thinkers have defined entrepreneurship differently, according to their own
perceptions. Hoselitz defines ‘entrepreneur’ as person who brings labour and material at the
certain price and sells the resultant product at a contracted price. Obviously, labour gets a
prominent place in his definition and so does marketing.
Entrepreneurial Functions

The main functions that an entrepreneur has to perform can be deduced from the
various definitions of the of the word ‘entrepreneur’ that have been given. These can be
summed up as below:
He takes the risks attendant on uncertain situations.
He foresees opportunities and seizes them.
He collects and organizes the various factors of production.
He prepares the inventory for the unit and procures the same, with an eye on quality and
economy.
He co-ordinates the various factors of production smoothly.
He ensures maintenance of cordial relations with labour.
He is conscious of competition around and adjusts accordingly.
He deals with external organizations and agencies.
He manages human resources within the unit.
He manages the suppliers.
He manages the customers.
He manages finance
He manages production, keeping an eye and demand and quality.
He acquires, and oversees, the assemblage of the unit.
He ensures the quality of the product.
He innovates production techniques.
He oversees that the good will of the units is enhanced.
Problems Encountered by Entrepreneurs
There are a host of risks and problems that an entrepreneur has to encounter. It is
impossible to think of any business enterprise which is not based with problems. An
entrepreneur, while embarking on an economic venture, knows that his path is going to be
strewn with the thorns of problems. He is bound to face a host of them. There are problems
galore in all fields of his activity. There will be his personal problems. There will be
managerial problems. There will be problems from the external world. Has to learn to enjoy
those problems is the guarantee of success.
The changes might one too quick to withstand. A story might be worth narrating here.
A person was rushing towards his home. Someone intervened and wanted to know the reason
of the hurry. The person said, ‘I have purchased a saree for my wife and I want to hand it over
to her before the fashion for this particular brand of saree changes’. Change and newness are
in the air and pose their own variety of problems.
Future Prospects for the Entrepreneurs

There is a shift in India from an agricultural to industrial economy even as India is
moving from the state of a developing economy to attain the status of a developed economy.
This state of transformation of the national economy has its own potentialities and challenges
for the entrepreneurs. It is for them to seze the opportunity by both the horns. They have a
crucial role to play in the present scenario. The government has initiated the process of
liberalization of economy since 1991. In this changed economic environment all support and
incentives are available to the entrepreneurs who care and are perceptive and dynamic.
The government has set up institutions for guiding and supporting the entrepreneurs.
The infrastructure is being developed. Every state in the country is eager to have large scale
industrialization. In fact, the chief ministers of states are vying with one another to attract
industrial entrepreneurs. Their eeffort is global. There is a growing awareness of the need for
industrialization and this itself should motivate the potential entrepreneurs into action. They
have to convert their potential energy into a kinetic one now. Action and movement are the
needs of the hour, and the hour won’t wait for those who are indifferent to it.
The government is providing all support to the entrepreneurs. The country’s future is
tied up with its industrialization, for which modern techniques and technologies are needed.
All that is outdated must be jettisoned overboard and the Indian entrepreneurs must work with
theirnative genius to scale dizzy industrial heights. That is what the country needs and expects
from its entrepreneurs.
Entrepreneurs – True Heroes
Entrepreneur is a person who initiates an economic activity and manages the same
successfully. The myth that entrepreneurs are born is no more valid because it has been proved
that entrepreneurship can be developed through scientific methods and training. But most
important of allis self-motivation on their part. Three buzzwords for entrepreneurship are: selfmotivation, courage and self-marketing.
For developing skills for successful entrepreneurship, here are some tried steps:
Preparedness: Prepare yourself fully before meeting anyone or before embarking upon
a project or a proposal, collect all relevant information, put it in a proper sequence, rehearse
and then present yourself.
Communication Skills
Practice makes a man (or a woman) perfect. Attend some professional course on
personality development with focus on communication skills-both oral and written. Introspect
and take steps to learn from each event. Continuous improvement should be your watchword.
Positive Attitude

Success in one’s own enterprise, as in all areas of life, is 90 per cent attitude and 10 per
cent aptitude. Positive attitude is bound to lead to success.
Be Involved
Both in online communities and off-line in your local community, know what’s going
on and what’s current in your field. Be a part of what’s going on and network with others in
your field.
Expect no’s
Realise no’s are no personal. In business, as per perhaps nowhere else, the law of
average works. Every ‘no’ gets you closer to a ‘yes’.
Be a Goal Setter
Set your goal, write it down, set a target for achieving the goal, and mobilize all your
energies and resources to accomplish the same each day, each week and each month. Little is
ever accomplished without definite goals.
Be Organised
Each evening, list all the things you want to get done the following day. That gives you
an organised approach to each day. As each task is finished, mark it off your list. It is amazing
how much one gets done when one works with a ‘things’ to-do’ list in an organised way.
Be Enthusiastic
Enthusiasm is the ‘fuel’ that entrepreneurs run on. Enthusiasm is the ‘fuel’ that
entrepreneurs run on. Enthusiam generates its own energy. Energy and good health are
synonymous with busy, happy people who are ‘achievers’—more so for successful
entrepreneurs.
Get into entrepreneurship and see yourself growing up and up in
life.
Perspectives
Entrepreneurship promotion has to be more and more trade specific, or product /
process-specific, based on its relevance in different regions. From the generalist approach,
entrepreneurship development institutions have to switch over to a more specialized role for
training individual entrepreneurs or for developing / equipping teams of entrepreneurs to take
up ventures in groups in specialized product lines. The movement depends on the extent of
technology obsorption and adaptation in small enterprises.

Non-governmental organizations (NGOs) should be involved in a massive way to
supplement the efforts of the government in a sustained manner to improve the living
conditions of the vast rural masses through income generating enterprises. NGOs associated
with these programmes have distinct advantages of being close to people in the planning and
implementation of programmes. Support from the apex development financing institutions
such as SIDBI and NABARD, needs to be mobilized for this purpose. Developing
professional talent in NGOs through sustained training and follow up efforts is necessary.
The tempo not only needs to be sustained and improved upon; it also needs to be
reoriented to meet the challenges of the competitive environment in the small enterprise
sector. Emerging opportunities need to be focused upon. Entrepreneurs have to keep in mind
the growing complexities, and challenges of the future.
The motivation that makes a small enterprise to be competitive in its use of human and
material resources needs to be brought out through the positive strategy of collective efforts of
people, productivity and profits. The capability to rise above competition drives entrepreneurs
to search for new ways of doing things, new markets to operate, and new products to offer. In
the current day context, no entrepreneur can escape competition. In this context, successful
entrepreneurial behaviour implies constant and continuous quest to be different, to perform
better, and to exert more to ensure excellence. A successful entrepreneur must learn and strive
to set his/her own standard of excellence. Entrepreneurs may be able to assess their strengths
and weaknesses; become capable of maximising strengths and making their weaknesses
redundant. Thus, the major thrust of motivation needs to undergo change from stimulatory to
sustaining and growth orientation.
Entrepreneurship development efforts need to be focused on economically lower and
less privileged population, who constitute a much wider population group. The spread of
education, particularly vocational education, skill development, technological upgradation and
managerial training and development of greater awareness of economic and social
opportunities, apart from the creation of better infrastructural facilities in the environment in
which they placed, will enable economically weaker sections utilize entrepreneurial
opportunities, relevant to their environment, much faster.
Emphasis in future periods cannot be limited to manufacturing type of enterprises
alone. Service sector, agro and other rural micro enterprises will demand considerable
attention because of the vast potential for dispersed pattern of development. Promotion of
entrepreneurship in rural areas, tribal areas and backward regions has to be stressed to a great
extent.
Challenges Facing the MSME sector, Tests in Growth and Survival of Enterprises, and
Future Directions
In the context of liberalization, privatization, and globalization, small scale
entrepreneurs are facing challenges. They have also experienced wider opportunities created

by liberalization. Entrepreneurs have expressed appreciation for the opening up of the
economy by creating a competitive, market friendly environment and facilitating the process
of integration with the global trends. The emerging forces of globalization, deregulation and
technology transfer as well as increasing and shifting demands of consumers are changing the
contours of the MSME sector.
At the Entrepreneurship Development Institute of India (EDII), Ahemedabad, in a
publication titled The Seven Business Crises, crisis stages of an enterprise in its life cycle are
detailed as follows:
The Starting Crises
The Cash Crisis
The Delegation Crisis
The Leadership Crisis
The Finance Crisis
The Prosperity Crisis
The Management-succession Crisis
Another stage is planning for survival and growth
All the eight stages have been portrayed with live examples in the EDII publication
and also released as video cassettes. These will be of great relevance for existing and
prospective entrepreneurs.
The themes suggested for deliberation in seminars such as the following, speak of the
dynamics of entrepreneurship strategies:
New venture creation / development
Technology and entrepreneurship
Business growth strategies
Entrepreneurship and economic development
Entrepreneurship education, training and research
Suggestions
The following suggestions may be considered for intensifying entrepreneurship
development efforts in future:
It is important to impart a combination of skill orientation and entrepreneurial competency
for group of persons with diverse backgrounds.
Promotion of industries, services and businesses in rural development programmes
including specific programmes for women by adopting group approach.
Other self employment programmes including programmes for persons with science and
technology background.

Involvement of NGOs, and professional and vocational training institutions.
Promoting interaction between academic / training institutions, and industry in the small
scale, tiny and micro enterprise sectors.
Promoting group entrepreneurship or partnership compared to concentrating only on
proprietary type of enterprises.
Promoting marketing entrepreneurship and development of marketing organizations at the
state level.
Marketing support is to be extended to trained entrepreneurs in a sustained manner.
Entrepreneurship should be an integral part of school education at plus two level, and in
various professional, vocational and other advanced courses at different levels.
A structured orientation programme on Entrepreneurship Development of two to three
days duration can be the first step to orient final year engineering / technology students, and
final year post graduate students in science and technology. This capsule could be followed up
by a regular EDP of six weeks duration to those short listed students who show potential to be
transformed as entrepreneurs.
Adequate and timely credit being a key factor in catelysing entrepreneurship, it is highly
essential to involve bank managers
MSME specialists from banks at the pre-training, training and post-training phases of
entrepreneurship development programmes. Interface with bankers and promotional officers
will enthuse prospective as well as existing entrepreneurs. Similarly, use of live cases from
banks of MSME units financed or is under consideration, and experiences of first generation
entrepreneurs will make the training programme quite lively and instructive.

Innovation and Entrepreneurship
Learning Objectives
This lesson clearly explains to you the following:
need for innovation and entrepreneurship
principles of innovation process
types of innovations
factors inducing innovative skills.
Introduction
Entrepreneurial innovation deals with the introduction of new concept, a new way of
doing things, or a new approach. Innovation can also be in terms of new technology, new
techniques of production, new sources and types of raw materials, novel machinery, new
labour saving devices, new packaging techniques and packaging materials, new way of
advertising, product development, new application of existing product and even developing a
new market.

Innovation refers to the process of bringing new, problem solving ideas into use. The
ideas may be related to reorganizing, cutting costs, establishing new budgeting system,
improving communication etc., Comprehensively speaking, innovation involves generation,
acceptance and implementation of new ideas, processes, products or services. It embodies the
capacity to change or adapt. Innovations are new ways to achieve tasks. Innovations respond
to the needs and constraints and conditions. Inventors and researchers put effort in solving
burning problems; these efforts lead to innovations. For example, labour shortages led to
mechanized equipment, Drought conditions led to improved irrigation, Energy crises led to
higher efficiency cars, Farmers’ cooperatives were established during periods of excessive low
farm prices, Environmental regulations trigger cleaner technologies, A tax on carbon will lead
to improved stoves and power plants.
Innovation is the essential for entrepreneurial motivation. Innovation gives money. Innovation
must be knowledge based. Scientific knowledge is the base for innovation. However,
innovation is also due to the convergence of different kinds of innovation.
Sometimes, there is a need to combine the innovative works of similar other scientists.
Though their works were different in intent and content, by combing their works together,
there is a chance for developing new products.
An innovative entrepreneur becomes a market leader. His market share and
profitability increase till the competitors catch that innovation and imitate it by bringing out
“me-too” product in the market. The in-novative entrepreneur hits the market with another
innovation to |retain his market leadership and high profit margin. The history of entrepreneurial development itself is a reflection of the innovativeness of entrepreneurs.

Peter Drucker saying that innovation is an important tool of an entrepreneur, as he
perceives new opportunity; convert this opportunity into attractive projects and become
market leader. Innovation is the conversion of new knowledge into new products and services.
Innovation is about creating value and increasing productivity, and therefore, making your
business grow.
Entrepreneurial strategy is neither hunch nor gamble. It is not service but judgment.
“What we need is an entrepreneurial society in which innovation and entrepreneurship are
normal, steady, and continuous. Just as management has become the specific organ of all
contemporary institutions, and the integrating agent of our society of organisation, so
innovation and entrepreneurship have to become an integral life-sustaining activity in our
organisations, our economy, our society.

Meaning of Innovations
According to Drucker, the principles of innovation require a few’ dos’ and a few’
don’ts’. He also enumerates what he calls “conditions”.
The ‘Dos’,
Purposeful, systematic innovation begins with an analysis of opportunities. It begins
with thinking through what he has called the sources of innovative principles.
Innovation is both conceptional and perceptual. The second imperative of innovation is to
go out to look, to ask, and to’ listen.
An innovation to be effective has to be simple and it has to be focused. It should do only
one thing, otherwise it confuses. If it is not simple, it won’t work.
Effective innovations start small. They are not grandiose. They try to do one specific thing.
A successful innovation aims at leadership.
The ‘Don’ts’.
The first is simply not to try to be clever. Innovations have to be handled by ordinary
human beings. In other words, anything too clever, whether in design or in execution, is
almost bound to fail.
Do not diversity. innovations ‘that stray from a core are likely to become diffuse. They
remain ideas and do not become innovations.
Finally, do not try to innovate for the future. Innovate for the present.
According to Drucker, three conditions have to be fulfilled, All three are obvious, but
often go disregarded:
Innovation is work. It requires knowledge. It often requires greatingnuity. When all is said,
and done, innovation. becomes hard, focused on purposeful work, making very great demands
on diligence, on persistence, and on commitment.
To succeed, innovation must build on their strengths.
Finally, innovation always has to be close to the market, focused on the market, indeed
market-driven.
Product Innovation
Product / service innovation is the result of bringing to life a new way to solve
customer’s problem – through a new product of service development – that benefits both the
customer and sponsoring company.

Examples
Mechanical – tractors, cars;
Chemical and biological – pesticides seed variety;
Managerial-IPM, extra pay for work, overtime;
Institutional-water users’ association, patents, banks, stock market, conservation districts,
monks.
Process Innovation
Process innovation increases bottom line profitability, reduces costs, improves
efficiency and raises productivity, and increases employees’ job satisfaction. It also delivers
enhanced value of the product or service to customers. For manufacturing companies, process
innovation includes such things as integrating new production methods and technologies that
lead to improved efficiency, quality, or time-to-market and services that are sold with those
products. For service companies, process innovations enable them to introduce “front office”
customer service improvement and add on services.
Business Innovation
Business innovation involves a wide spectrum of original concepts, including
development of new business models, organizational innovation, business application of
technology and communications, new management techniques, environmental efficiency, new
forms of stakeholder participation, transport and finance.
These consist of new business models, new management models, new approaches to
value chain management, new approaches to information, idea and knowledge management,
new forms of strategic partnerships, new forms fo selling and customer service.
Entrepreneurship

Creativity

Idea Generation
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•
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•

Is it marketable?

•
•
•
•
•

Employer
Supplier
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Investor
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•

Is it financially
viable?
Is it technically
possible?
Is it socially

•
•

Commercialization
of ideas

Profit

Innovation Process

Entrepreneurial Innovation Process

Organizational Innovation
More efficient innovation metric, associated with organizational innovation, reflects
the recognition that new ways of organizing work in areas such as work force management
through employee empowerment, new people partnership, or positive action to involve all
employees in order to make organization of work a collective resource for innovation,
knowledge management, value chain management, customer partnership, distribution, finance,
manufacturing can improve competitiveness. Organizational innovation also includes business
model innovation.
Technology Innovation
Technological innovation covers innovation derived from research and development of
technology, that is independent of product and service initiative.
Marketing Innovation
Innovative distribution and customer service methods are an inseparable part. It helps a
company to develop new value added services, enter new markets, and create new market
segments / categories, new distribution methods, and new forms of customer service and
customer partnership. Marketing Communication can also be more effective with Innovative
Strategies.
Strategy Innovation
It consists of reinvented strategy of the enterprise, innovative corporate growth
strategies, improved competitive strategies. It is about challenging existing methods of
industry of creating value for customer in order to meet newly emerging customer needs, add
additional value, and create new markets and new customer groups for the sponsoring
company.
Implementation of all these innovations can improves the utilization of human capital.
Summary
Thus this lesson explains the need for entrepreneurial culture, the behaviour of the
individual in the entrepreneurial society and how to develop culture? Besides it tells upon the
significance of counseling and follow up process for developing an ideal entrepreneurial
culture. Innovation is one of the significant attributes of entrepreneurship. But successful
entrepreneurship involves other key elements like risk taking ability, values, ethics,
organizational skill, operational excellence. To convert the creative ideas into profitable
business, entrepreneurs use such quality as motivation, dynamism, adaptability, knowledge,
tactfulness, dreaming, instinct, will-power, aptitude, pride, flexibility, self-confidence, and
common sense. Besides this, entrepreneurship flourishes in innovative work culture,

competitive infrastructure, and entrepreneurial managers under the leadership of innovative
environment.
Self Assessment Questions
Who is an entrepreneur? Distinguish between entrepreneur and enterprise.
Discuss the main functions of an entrepreneur
What are the characteristic of an entrepreneur?
What are the qualities of an entrepreneur?
Distinguish between entrepreneur and entrepreneurship.
Explain the main sources of innovation.
Describe the principles of innovation.
What are the major steps to become an entrepreneur?
Explain the different types of entrepreneurs
10.

Explain the importance of environmental factors in influencing entrepreneurship.
11.

12.
13.

Discuss the factors affecting entrepreneurial development.

Discuss the various factors influencing the entrepreneurs internally.
Define entrepreneurial culture and differentiate from administrative culture.
14.

Explain the significance of entrepreneurial society.

15.

What is entrepreneurial counselling? Explain its significance. 16.

Discuss the role of

entrepreneurial clinics.
17.

Give a brief note about the need for entrepreneurial education 18.

of entrepreneurship development in India. 19.
20.

List out the problems

How to become successful entrepreneur?

Discuss the future prospects for entrepreneurship in India. 21.

Define the term

‘innovation’. Explain its need.
22.

Discuss the principles of innovation process 23.

Explain the different types of

innovation.
CASE STUDY
Anushka and Devyani were two students studying a beautician course in a city college.
They hailed from Madurai a metropolitan city and Uttangadi an upcoming village near by
Madurai respectively. They became good friends during the course of their education.
Anushka hailed from an upper middle class family with her parents in influential Government
jobs. Devyani hailed from a lower middle class familywith her parents depending on farming
their livelihood. They both shared a long ambition to become successful in their life working
independently.
They both were intelligent and were creative compared to others and both were intent
on starting a beauty clinic in their own respective places. Anushka was against the idea of
Devyani starting her clinic in a village. She felt that people in a village will have a lesser

awareness towards beauty and moreover their ability to pay was in her village a question
mark. She had a strong view that villagers always depended on nature for their beauty needs
and they would have reluctance for the use of these artificial beauty techniques. But Devyani
was strong in her view that she will succeed as a beautician in her own village rather than any
other place.

Identify what factors might influence the choice of location.
Entrepreneurial Motivation
Entrepreneurship Development Process
Institutions for Entrepreneurial Development
Role of SSI Sector

BBA – 4th Semester

BBAHC-9: HUMAN RESOURCE MANAGEMENT
(SELECTED ONE UNIT)

Instructor: Madhabendra Sinha, Dept of MBA, Raiganj University

(The note is constructed on the basis of different collections from several sources including
websites. In case of any difficulty to understand one may contact the instructor. Useful
disclaimers apply)

Unit-VI
Industrial Relations – meaning and Significance, characteristics, Importance of harmonious
Industrial Relations; Industrial Conflicts-Forms an causes of Industrial disputes-Methods of
settlement of Industrial disputes; Workers’ Participations in Management – Definition,
objective and forms of workers participations in management; Collective Bargaining.

INDUSTRIAL RELATIONS

The term “Industrial Relations” is now used in two senses. In its narrow sense, it means
labour relations, but in its broader sense it includes employee relations, labour relations,
public relations, customer relations etc. In this sense it covers all the relations of an industrial
undertaking that it maintains with all the parties with whom it deals.
Industrial relations, therefore, should be regarded as a vast complex of relationships obtaining
between management and employees, union and management, union and workers and
between worker and worker. In the modern industrial society, industrial relations constitute
one of the most delicate and complex problems.
This can be attributed to the emergence of “Industrial Revolution”. In the pre-industrial
revolution period, the worker himself was the employer and the owner of the industrial unit,
so there was practically no problem.
Industrial Revolution, involving investment of huge capital, led to a complete segregation of
ownership and management of industry. This resulted in the complex industrial relations.
Industrial relations, as they mean today, in countries like the U.S.A covering all parties in an
organisation, call for co-operation from all persons in the organisation to improve industrial
relations.
Even in countries like U.K. and India, where industrial relations more or less mean labour
relations only, the problems are no less complicated.
The capitalists as a class are becoming more and more powerful with immense wealth at their
disposal and workers are weak and such a situation encourages the industrialists to exploit
workers which may lead to a bitter relation between labour and capital. But the actual industrial scene is not so dismal for the workers, since they are united.
Their unions are strong and sometimes militant to press their demands and get them
satisfaction. The ideal industrial relations should not be one where one party will forcefully
realise its demands from the other but there should be a cordial and happy relation between
labour and capital. The areas of conflicts should carefully be avoided and the policy that
prevention is better than cure should be followed.
Industrial relations today are not so peaceful. Mutual distrust between labour and capital
predominates industrial relations. Though management is in a stronger position because of
power and wealth, the workers are not simply passive onlookers.
With the powerful weapon of strikes in their hands, they are now able to bargain with the
industrialists. Employers, or the industrialists, too, are making all efforts to resist the
demands of the workers. The conflicting interests have re- suited in industrial friction and
unrest.
Such industrial unrest is reflected in the form of indiscipline, low morale, strikes, lockouts,
go-slow tactics, increased absenteeism, high labour turnover etc. Such a situation is highly
undesirable. Neither the employer, nor the workers and not the state benefit anything and the
country, as a whole, suffers.

So, state participation in the regulation of labour management relations has been constantly
growing. In this context, we can very well quote Encyclopedia Britannica, where it is
stated “the subject of industrial relations includes individual relations and joint consolation
between employers and their organisations and trade unions and the part played by the state
in regulating these relations”. The ILO also holds a similar view.
Industrial relations meaning human relations are as old as industry itself. The nature and
extent have changed with the growing complexities in the industrial world but the human
relationships in industry were there, still they are and they will remain so long as industry
will remain.
Through ages, changes have been taking place in industrial relations with the changes have
been taking place in industrial relations with the changes in the nature of industrial
management. At time the relations between the employer and the employees were direct and
simple but, with the emergence of the factory system of production, the situation has
changed.
The changes that have crept into the relationships between man and man and amongst men in
an industrial organisation are the natural consequences of the change in the pattern of
industrial organisation, the divorce between ownership and management.
Considerable distance has been created between management and labour because of modern
large-scale operations. A psychological change is evident both in the employer and in the
employees.
Mutual trust has become a matter of past; distrust, misunderstanding and conflicts have
become the order of the day in the industrial world. The employer thinks he is giving more
than what is due to the worker and the worker thinks he is being deprived of his legitimate
dues.
In the early stage of industrialization, since the contact between labour and capital was direct,
any problem could be solved amicably before any complication could develop. But the fact
remains that the problem of industrial relations was still there but solutions were not far to
seek out nor was it very difficult to restore amity between the employer and the employees.
So, it is a correct statement to say that industrial relations are as old as industry itself; only
the character has changed.
With the changes in industry and industrial relations, the scope of industry has widened. All
men in an organisation are parties to industrial relations and this new concept of industrial
relations has thrust upon management new areas to tackle.
It is absolutely necessary to win worker’s co-operation. Discipline amongst workers has to be
enforced. Organised labours have to be tackled with tact and prudence and finally, for an
overall improvement of industrial relations, workers’ participation in management has to be
sought for.
Therefore, industrial relations today encompass the following within its scope:
(a) Industrial unrest,
(b) Industrial discipline,

(c) Trade unionism,
(d) Workers’ participation in management, and
(e) Employees’ motivation.
Industrial relations form the core of industrial management. It aims at maintaining and
developing employee motivation as well as employee morale. Through motivation only a
worker can be made to work willingly.
The morale of the worker should be boosted up and this can be done by ensuring personal
contentment and social satisfaction. The needs of workers must be carefully analysed because
it is on the satisfaction of their personal needs that industrial relations can be improved.
The employees’ needs have been classified into four categories: physical needs, security
needs, social needs and self-expression needs. Physical needs can be fulfilled by financial
rewards; they are economic and, to fulfil them, non-economic approaches are appropriate.
Morale and motivation should be used as tools to fulfil the needs of worker. Morale is
concerned with personal contentment. When needs are met, the satisfaction that is derived,
gives immense pleasure and contentment and thus better and higher work-morale is created
amongst workers. But good morale is not a good motivator of behaviour.
Where wants are satisfied and morale is created, workers do not feel the urge to work more
and productivity suffers. So, it is not good morale but motivation that increases productivity.
Unsatisfied needs provide motivation.
However, it can be said that for better industrial relations through various devices, both
morale and motivation should be encouraged. The onus of improving morale and motivation
is primarily on the employer since management is the dominant party.
All the devices and tools at the disposal of the management should be adopted and used to
improve industrial relations to fulfil the aims and objectives of the organisation as a whole.
Definitions of Industrial Relations:
Industrial relations is that aspect of management which deals with the manpower of the
establishment whether operators, skilled workers or managerial staff. Cordial and peaceful
Industrial relations between the employer and employee are necessary for improving the
productivity and thus the economic growth of the country.
The term management implies getting the things done with the help of other people. Nobody
can deny that people constitute a major element of an industrial organization.
The good results of an enterprise always reflect the notable performance of all concerned i.e.,
entire staff of the organization. The term industrial relations has been widened in its meaning
with industrial developments after World War-II and now it implies employers-employeesunions and government relationship in industry.
The following are the definitions of the term industrial relations:

According to Indian Institute of Personnel Management, “Industrial relations includes
securing effective and willing cooperation from employees and reducing conflict between
employers and workers and their representatives, the trade unions.”
In the words of Dale Yoder, “Relationship between managements and employers or among
employees and their organizations that characterise or grow out of employment.”
As per Tead & Metcalf, “Industrial relationship is the composite result of the attitude and
approaches of employers and employees towards each other with regard to the planning
supervision, direction and coordination of the activities of an organization with a minimum of
human effort and friction with an animating spirit of cooperation and with proper regard for
genuine well-being of all the members of the organization.”
Objectives of Industrial Relations:
(i) To create healthy relations between employees and employers.
(ii) To minimize industrial disputes.
(iii) To generate harmonious relations among all concerned with production process.
(iv) To improve the productivity of workers.
(v) To provide workers their appropriate position by considering them partners and
associating them with management process.
(vi) To provide the workers their due profit share, improve their working conditions and
thereby eliminating the chances of strikes and lockout etc.
Participants in Industrial Relations:
The main participants in industrial relations are:
(i) Employers.
(ii) Employees/workers.
(iii) Government.
Employers have their associations to deal with labour problems and their unions in a
collective way. Workers are represented by their trade unions. Government tries to regulate
the relations between the two i.e., employees and employers by implementing labour laws.
These three variables interact with each other within environment which prevails in industrial
sector at any time.
Good industrial relations are the result of:
(i) Healthy labour and management relations.
(ii) Industrial peace and settlement of all disputes in such a way that there are no labour
problems like strikes or lockouts.
(iii) By labour participation in management.

Participants cum Major Components of Industrial Relations:
Some of the major parties to industrial relation are as follows: 1. Employees, 2. Employer,
and 3. Government.
1. Employees:
Among the participants to IR, employees are considered as the most affected one by the IR
system prevalent in an organisation. Employees with their various characteristics such as
their commitment to the work and the organisation, their educational and social background,
their attitudes towards the management and so on affect and are affected by the system of IR.
Generally, employees perceive IR as a means to improve their conditions of employment,
voice against any grievances, exchange views and ideas with management and participate in
organisational decision making processes.
Employees participate in the IR system through their associations, or say, trade unions. Past
evidences indicate that trade unions play a crucial role in making an IR system as effective or
otherwise. Trade unions with their strong political and emotional overtones are looked upon
as a tool to wrest concessions from employers.
With regard to their role in relation to IR, they work to achieve the following objectives:
1. To redress the bargaining advantage on one-on-one basis, i.e., individual worker vis-a-vis
individual employer by way of joint or collective actions.
2. To secure better terms and conditions of employment for their members.
3. To obtain improved status for the worker in his/her work.
4. To increase democratic mode of decision making at various levels
However, various factors such as union membership, its attitude towards management, interunion rivalry and the strengths at the national or local level determine the role of trade unions
in influencing the system of IR in an organisation.
2. Employer:
Employer is the second party to IR. In the corporate organisation, employer is represented by
the management. Hence, management becomes responsible to various stakeholders in an
organisation including employees.
According to Cole, management has to see IR in terms of the following employee-employer
relationship:
1. Creating and sustaining employee motivation.
2. Ensuring commitment from employees.
3. Achieving higher levels of efficiency.
4. Negotiating terms and conditions of employment with the representatives of employees.

5. Sharing decision making with employees.
Like employees’ associations, employers also form their associations at the local, industry
and national levels. Examples of employers’ associations at all India level are Associated
Chambers of Commerce’s and Industry (ASSOCHAM), Confederation of Indian Industry
(CII), Federation of Indian Chambers of Commerce and Industry (FICCI), etc.
The major objectives of the employers’ associations in relation to IR are to:
1. Represent employers in collective bargaining at the national or industry level.
2. Develop machinery for avoiding disputes.
3. Provide feedback on employee relations.
4. Advise member organisations on the issues relating to IR.
3. Government:
The role of government in the matter of industrial relations has been changing along with
changes in industrial environment and management perspective. For example, till century, the
governments everywhere in the world adopted a policy of laissez faire.
The IR matters were left to be settled by the employees and employers. But, towards the end
of the 19 century, the attitude of the government in the changed conditions of conflicts
between employees and employers, changed to some kind of intervention in the matter of IR.
In due course of realization, government intervention became a reality. As of day,
government intervention has become widespread in HR matters. In India, government tries to
regulate the relationship of employees and employers, and also keeps an eye on both groups
to keep each in line. This relationship is enforced and maintained through labour courts,
industrial tribunals, wage boards, investigating and enquiry committees, etc.
Importance of Industrial Relation for Employees and Employers
Industrial relations usually imply good and positive relations between the employees and
employers. The good IR help run an industry effectively and successfully, i.e., the
desideratum of the day. The importance of IR can be imbued with multiplicity of
justifications. To mention, good IR help:
1. Foster Industrial Peace:
Under the mechanism of IR, both employees and managers discuss the matter and consult
each other before initiating any actions. Doubts, if any, in the minds of either party are
removed. Thus, unilateral actions that prop confusion and misunderstanding disappear from
the scene. In this way, IR helps create a peaceful environment in the organisation. Peace, in
turn, breeds prosperity.
2. Promote Industrial Democracy:
Industrial democracy means the government mandated worker participation at various levels
of the organisation with regard to decisions that affect workers. It is mainly the joint

consultations, that pave the way for industrial democracy and cement relationship between
workers and management. This benefits the both. The motivated workers give their best and
maximum to the organisation, on the one hand, and share their share of the fruits of
organisational progress jointly with management, on the other.
3. Benefit to Workers:
IR benefits workers in several ways. For example, it protects workers against unethical
practices on the part of management to exploit workers by putting them under inhuman
working conditions and niggardly wages. It also provides a procedure to resolve workers’
grievances relating to work.
4. Benefit to Management:
IR protects the rights of managers too. As and when workers create the problem of
indiscipline, IR provides mangers with a system to handle with employee indiscipline in the
organisation.
5. Improve Productivity:
Experiences indicate that good industrial relations serve as the key for increased productivity
in industrial organisations. Eicher Tractors, Alwar represents one such case. In this plant,
productivity went up from 32 per cent to 38 per cent between 1994 and 1997. This increase is
attributed to the peaceful IR in the plant.
Similar other success stories abound in the country. As reported by V.S.P. Rao, Sundaram
Fasteners (A TVS group company which begged the prestigious GM award for the fourth
successive year in 1999 as a quality supplier of radiator caps) is well known for zero
breakdowns, zero accidents and zero defects. Company did not lose even a single day due to
strike. The per-employee productivity is comparable to the best in the world. One study rates
the company among the 20 most competitive companies in the Asia.

Collective Bargaining
Collective bargaining is perceived by both employers and employees as an important
machinery to settle differences on the work-related issues. We have adequately covered the
general issues which are usually settled through collective bargaining.
The need for collective bargaining in India arose due to some controversial problems which
the Indian industry had to face after the termination of the Second World War. One of the
most important among these was that of modernization. The problems of modernization and
productivity are to be viewed in a proper light in the context of industrial development on
planned lines.
The Indian industry could not compete in foreign markets if it did not follow modem methods
of production. Since modernization caused displacement of workers, it naturally invited
hostility and the workers and management, therefore, had to come together in their viewpoint
through collective bargaining.

The solution to common problems can come from legislative measures. Collective
agreements provide the climate for a smooth progress as there is ample scope for a synthesis
between demands from one side and concessions from the other.
(i) In individual bargaining, the workers may be tempted to accept undesirable conditions and
may thus bring down the general level of remuneration. Due to immobility of labour all
workers are not in a position to desert a wage cutting employer. This immobility may be due
to ignorance and illiteracy and industry-specific skill factors,
(ii) The speedy workers may accept a lower rate of payment which may yield them a
reasonable amount of wages, but such a low rate of wages would yield insufficient earnings
to a great majority of workers.
(iii) Sometimes employers are in a position to control the bulk demands of the labourers and
they may through combine action, force the workers to accept low wages. Collective
bargaining is the only device which can avert such combined action and prevent the creation
of such monopolistic tendencies.
(iv) The market apparatus consisting of the two forces of demand and supply can settle only
the problem of determination of wages Some of the non-wage issues such as the length of a
working day, health and safety of the workers, speed operations, introduction of
rationalization, measures for job security, etc. have to be settled by personal decisions and not
by the forces of demand and supply.
(v) Collective bargaining also provides some voice in the conduct and management of the
industry. Workers now have a definite means for the exercise of real influence in the
determination of labour-related matters affecting them every now and then.
(vi) To ensure continuity of production, workers and employers must shake hands and this
makes it inevitable to make collective bargaining a regular feature of industrial life.
(vii) The problem of good human relations can be successfully tackled by the collective
bargaining process.
Characteristics of Collective Bargaining:
Some of its essential characteristics may be enumerated as follows:
(a) It is a group action as opposed to individual action and is initiated through the
representatives of the workers and delegates of the management at the bargaining table.
(b) It is flexible and mobile and not fixed or static. It has flexibility and ample scope for
compromise for a mutual give and take before the final agreement.
(c) It is a two-party process. It can succeed only when the labour and management want to
succeed. There must be a mutual eagerness to develop the collective bargaining procedure,
with a view to achieve harmony and progress. It can flourish only in an atmosphere which is
free from animosity and reprisal.
(d) It is a continuous process, which provides a mechanism for continuing and organized
relationships between the management and the trade unions. The heart of collective

bargaining is the process for continuing joint considerations and the adjustments of plants and
problems.
(e) The term itself is dynamic because the concept is growing, expanding, and changing.
(f) It is industrial democracy at work.
(g) It is not a competitive process but a complementary process that is each party needs
something that the other party has, namely, labour can make a greater productive effort and
management has the capacity to pay.
(h) It is an art, an advanced form of human relations. To get a proof of this one only needs to
witness the bluffing, the oratory, the dramatics, and the coyness mixed in an inexplicable
fashion, which often characterizes a bargaining session.

