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Based on the Sales Planning, the production shall
be planned. The number of products, resources
required and cost shall be planned.
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Production refers to the process of converting
resources (Inputs) into goods or services
(Outputs) that satisfy human needs.
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Direct Material Cost

Direct Labour Cost,
Direct Other Cost,
Production Overhead

Manufacturing Process

Manufacturing Cost !

Cost
Raw Materials Work in Progress » Finished Goods
Inventory Inventory Inventory
Raw Materials Factor Finished Goods
I Warehouse Y Warehouse
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To Plan the To Guide
Cost and .’. Business Profits Business
Reduce Risks !_!! Decisions such @Y HERZFO Planning and
86D SE1G | as Pricing Budgeting
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What do we need?
S0 GCONII YRHO B%H?

e ABuilding rented out
for 2 years at Rs.
100,000 per month.
D6 02 » »EGHO
RGO ©B)
GHIDNHEED). VISH
@R 6t 100,000 &
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What do we need next?

e S0 FDHB DG COINDIR?

* Machinery purchased at a
cost of Rs. 2,400,000/-.
Useful life is 2 years and
monthly depreciation is Rs.
100,000

o 3B 6t. 2,400,000/-
535 OR0 V)M EE DO
53 DS6 28 D) HE MNH
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We have already spent Rs. 200,000
whether we make chocolates or
not. S 6D®EO HH2ds) AHB)
62.200,000 %) 2t003) des H6
JIHGHY).

Fixed
Cost

Rs.200,000

Rs. 200,000 is a Fixed cost
6¢. 200,000 57y 2D6 SBDesH . 100 No, of Chocs
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What do we need to produce 01 Chocolate
6D1»E0 01 & HBs12H0s HOVO 5O PGB D)G)

Cocoa, Milk, Butter and Sugar

Cocoa, Milk, Sugar and Butter are the main materials to produce a | ' ‘
Chocolate. This material cost can be directly attributable to a product. +* /‘/_
It’s variable with the number of products. It’s the direct material cost. - " >
6RO Dod) =2VO FDHB SN FYDB DHGYH 6N, HO, B9 =5 PObGE.
GOD FQIBs 3D ORIV HBBIIHNGEHO FE DE ND. HSIDH 6DBEO

SB9cs D 6OV SBIes AN 6. DO Hes) 6OG S DB SO 6.

Employees are directly engaged in production process. They are
being paid on number of items produced. They are the Direct
labor cost. caDaEs) HBs12 §ESIDREO ORIV SOV 3 SOG.
AN 61O H6) EDIG HIBSIHNEG D6 AIBWERO Jo® V) BB .

DO ) 6O Sag QO SHIees 6.

Packaging cost is an overhead cost. However, it varies with the number of

products. Therefore, it’s a variable production overhead. gtg6t@564n S6Decs s
\ ‘ -
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The above explained Direct
Material Cost, Direct labor cost
and the Variable Production
overheads are varying with the
number of product. Therefore,

those are variable costs.
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Variable Cost Rs.

200 No’of Chocs
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Production Cost Classification on Nature
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| Direct Cost (Prime Cost) Indirect Cost (Manuf. Overhead Cost)
Sag 865 (5005 8D6Dees) Dy SBIs (BB 6518bEs SHDLcs)
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d Direct Material Cost Indirect Material Cost
&3 s 86%):_&5 dm s SHDees
3 Direct Labour Cost Indirect Labour Cost
S QO 3BDecs Dp | 3B
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Other Direct Cost Indirect Other Direct Cost
| a8 6D SHIecs Dy GO SHIecs
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Cost of Production ®3sie» asﬁjé)ccs

' -
Direct Cost of acquiring the main material used in the
Material |product. 500 scam e ©6» N FYDs ER)
&3% 2dp | NSO 55 SHAecs.

Cost of employee benefits paid to employees
engaged in changing shape and nature. 8926
A SO BN cANS HDGOY 6658 SO 6BDHEHO
61D RO 6BDD FH@IN SO,

Direct
Labour

Direct Cost of designing and royalties on designs.
Other cOIBH6 HHDBs HHGO SHAs 5 DV VISBHO ST
534 GO | D> SOV B

- ‘
Cost of acquiring the other materials used in the
product. 500 sc®) D3N D) IN) (FHcb®) 2D
@D MRV 53 SBIees.

Cost of employee benefits paid to employees who
are not the main employees

S 6D BDBEHO (S3MED 3B VFHDEESO) 61D
@@3) 63d» §85@)a> Sﬁé)zcs

/" SUPPORT
STAFF

Other varlable and flxed overheads such asrent,
utility, depreciation etc. ®@¢ 6630, 2566)5®) ©IB)
(D2Bs/BEE D), Bas JO s 6DNG) DIEL &) SNDO
c5120bs 3BDecsd).
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Production Cost Classification on Behaviour

SO0 D Nz SHDes DHBWOIICS
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Fixed Cost 316 &6decs

If a cost does not vary with the
volume of production, it’s
considered as a fixed cost.

A

SHIsd) HO, Ds SND6 SHBIDrs)
GRT SIRG.

| H332) DD SOV cONS 6D

* Rent @@
* Depreciation e 30
*  Maintenance »da)%) 36decs

R
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Variable Cost dd@s 36t

If a cost is varying with the volume

_|of production, it’s considered as a

variable cost. H3sies 055D SO®

16993 D SHJusy) 0O, s DDEB

S6Desd CES SLERGD.

* Raw Material Qgds

* Electricity da@cs

* Piece Rate Employees
D@ ©ON0 GOHDH GBDNE)

A
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In a Startup; Keep the Costs Variable as much as possible
D5I15IOE PODNGGE Hd HOD 8BDes DDEB SBDes N0 HBINH)H
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Admlnlstratlon 'and Other Expenses
256253@3) S GOND) SO

gnd — oy

Othe than the Production, a business has
Administration, Marketing, Finance etc. functions.
These functions incur expenses as well. $3s)exsO
51590 FOHNOD, DrzI0sH 5HSIEY), F6ERDHOL, Yes P
666 S8, OB MHEEY) SIS Dis2® S26D.
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Business Expenses d1&50» 3¢e®

e B/ al
Admin Expenses Marketing ance Tax Expenses
5051 dised Expenses nense
* Salary Qa3 ) cdo» * Promotions * Loan * Income Tax 02)sd A
* EPF ETF 62 3bd=10m SOHO Dsed Interest #ncs 66H3d
FOY2R Dse® M 683d® €636 || * Advertising 69y | | 6518 66O * VAT Do) me F6E 08
FO6QeE dsed dsed® * Lease 32 660D
* Rent 8 dsed DD * Distribution Interest ®@®g || * Social Security Levy
* Utility esosiBon oy 6RNDO Dised 65)@ 63O S0IS POBBEY GEHBD
(D2Bes, 3@s) * Incentives P32 660D
* Security epbaisn dsd 26OV D5 d
* Cleaning 86&g 5560 dsed
| R |\ 4
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Financial Esiﬁjates are the
forecasted financial figures used
to plan the business operations.
These are called Budgets.
Benefits of Budgeting include

QRS RSBHCO) (57 D5ISDD® HOGEH)
DO SERHFO HOV S DN
263 @D FMNAH SEHE YRS 9RHDO
GO. GO SIS GRS MEHGD

apcsaccsas)bdnscs 8)8

Q5 FSHCO))

* Controlling Technique
SR CSPOGEH 6RS i) HOO

* Manage Debt
#9(s HEVMDOHI 5D

* Manage Risk
FONO HEVMHOHIS HHO

* Improved Decisions
864y SO &gy SBO

* Achieve Fin. Goals
QY5 9EHD S5O SO

\_ - A S T e
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QRS FGIIG SECGE HOO
Expense Estimates
D52 O FrBuc0W)

Production Planning
3512
SIERHODOIIES

Sales
Planning gc@d
SEGODODIS

Drafting Budgets
25D Q0= HHO

Demand for the
Products.
Accordingly, the

Get the Expected

‘% Based on Sales
. estimates, the
production will be
planned, and

Administration,
Marketing, Finance
and Tax Expenses
~ | shall be estimated.

/5
Based on

information in
previous steps, the
financial budgets

sales income can be Production cost will " 5b5)@»), Fo@DHOHY, can be prepared.
planned. . be estimated. Q@>5 =¥ dg died 9@ SD6DRY EDIND
Sz SCM F6ED FSBHcON) OB agcaéac@es&az e §as. |IF casnéagéz 0 20D
DE16516015)5) DN c asz;z»@é) H3SING @@25 PSS SHSB DE
9RRD @M KSV. . =150 56 390, .
3 32D, F6ED PG (“ Sz 8bBes
SO e HND. - apcaéac@a‘)az 66
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Profit or Loss Budget @ 6®) @>® s

Sales daM® 923D

Y1l

Y2

Y3

Y4

Y5

Manufacturing Cost $dsies S6decs
Raw Material Cost ¥@gds 86dus

Direct Labour Cost =ag @® 8bdus
Other Direct Costs sag 653 SHDes

Prime Cost 500 86decs

Production Overheads Cost 3=z csi2mbe 86D
Total Manufacturing Cost 9@ SHasign 8b6dus

Administration Expenses sbas)@» dse®
Marketing Expenses gc@d®699 dsed

Finance Expenses @5 dsed
Other Expenses 6% dsed

Tax Expenses dg dsed®
Total Expenses @@ dsed

Profit @20 @

29

Profit or Loss Forecast Supportings @ 63) @® resacdss) csmbn S0HN)

Production Overheads &a3asie® csigambes 8bdus
Factory Rent ®b@3a®)1@) ®@G

Factory Supervisor Salary ab@same sbass dgs
Factory Utility Expenses ®b@#3a®@) es66)65) dse®
Administration s6s)@» ds®

Rent @@

Electricity dg@¢s

Salaries and Wages dtQa &® 6D

Water 3@

Marketing Expenses 36@d®08? dsc®

Marketing $cEdD®OGES Died

Vehicle Depreciation D0» s 30

Promotions gdb0®

Financial Expenses Q@5 d6ad®

Bank Overdraft Interest dzom 56 6518

Interest Expenses 6@ dsed

Y2

Y3

Y4

Y5

30
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Y1l

Y2

Format of Statement of Financial Position @@»s 33550 gmiexHed enmasc

Y3

Y4

Y5

Non - Current Assets $06©® 619 DO

Land g2®

Building 626

Machinery g

Investments aposid®n

Current Assets $06©® D800
Inventory eam®

Trade Debtors cder #rsetsSocs)

Cash and Cash Equivalents 9e@ & 9c@ d@0 = gt

Total Assets@® Dsind®

Equity 3Qacs

Capital @@=

(+) Profit for the year (+) dbs6c @¥s

Non — Current Liabilities Zo®® 61d» dOSO
Bank Loans ®zo® gncs

Current Liabilities Fovw® dOSO

Creditors gns8®accs)

Accrued Expenses 603 &) dised

Total Equity & Liabilities 9@ 5020 = 2050
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Entrepreneurial Management
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Management is the process of Planning, Organizing,
Leading and Controlling to achieve business goals
effectively and efficiently.

D1515)0m FO6QF ) SO6MNMHO SDEIBD 53 MMHEEHBVD )
56 B0 SN SEFO HDV, oDV HDY, GOCHGEIV S

351N HOO 5 §i5IDBG HEVMDOGI(S GRS AEHGD.

33

Effectiveness Vs Efficiency
SOEJBMIG S asnbcsasﬁa@zmé)

Efficiency anbeasomdes | Effectiveness 91897

Doing it in the RIGHT WAY Doing the RIGHT THING
“Optimum use of resources ‘ “Achieving the business goals”
A

without wasting” H628 od 5dHO
HD68 7O 55O "D1535,00 9ERHD Fe3HI35
"S0S) FS565) 655D 25O 6ES PN6665H0 2 HO OHTHO"

95 HHO"
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Planning, Organizing, Leading and Controlling

Planning

Deciding What
to do and How
to do. Setting
objectives and
deciding
strategies.

Structuring
work, assigning
tasks,
allocating
resources to
implement
plans

Leading

Influencing,
motivating, and
guiding
employees to
work towards
common goals

Controlling

Measuring
performance,
comparing it to
planned goals,
and taking
corrective
actions

SIEHO HBY, S0DING HOV, COCHNEIV SN SIRNG HOO

Planning

DE (GG OB
=B D5 HOHHG)
GOGBIEB HOGncs
5%0. 369
865 S SI5
Nbe B6gns 5B

D) 5208
SO, :mBGEH)
SOBO =
SERFO HH0D
5500 =05
6d3) HDO.

Leading

GSIG 9RVD G
e 300
6S3DHBEHO
eSO 500,
Y3 e
630 =
DB6ISCL BN

Controlling

MHGEESIVNNG
RO, D =EFD
DE 9EID SO
SosHens HOO
50 HA68 56O
D6 6.
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Management Levels and Skills Required

HE0MHOLH DOV &) FCS3BHD) [SEMN

Top
Management

Middle
Management

Functional
Management

Conceptual Skills
SoDRSHNOD RSE)

Human Skills
9D SOVNVD) WSEDN

Technical Skills

MNDBLVD PSEM

3

Entrepreneurial Management Roles

Innovation and
Creativity
CIIHSITH(S
%))
HOEBRHDS

DBIBIGHBD B

Risk Mgt
FOHO

Resource e

Cost Reduction

Allocation 86ss ) 5B G':rowth and

S0S3) 6D
550

Sustainability
DB S
HO656D

38
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Challenges in Entrepreneurial Management

DBDBISHND HEOMDOGIGE SDE FHGHGI®

Poor Cost 0

Inadequate
Planning

Cash Flow

| 9008 Problems
A 3
Y ) GIQ/C] y

40
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