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Growth Strategies And Networking

Performance Appraisal and Assessment

Basic ldea

o Performance appraisal and assessment is the process of evaluating how well a business, its
employees, and its activities are performing.

Growth Strategies & Networking

e It helps an entrepreneur understand whether the enterprise is achieving its goals or not.

Meaning of Performance Appraisal

e Itis a systematic evaluation of performance
e Itcompares:
o Actual performance

o Expected performance (targets or goals)

Objectives of Performance Appraisal
¢ To measure efficiency and productivity
e Toidentify strengths and weaknesses
e Toimprove future performance

e To support decision-making

Areas of Performance Assessment

Financial Operational Employee Market
Performance Performance Performance Performance
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. Financial Performance

» Profit earned
» Salesrevenue

> Return oninvestment (ROI)

. Operational Performance

» Efficiency in production

> Use of resources

> Time management
. Employee Performance

> Productivity of workers

» Skills and behavior

> Contribution to business goals
. Market Performance

> Market share

> Customer satisfaction

> Brandimage

Methods of Performance Appraisal

A. Traditional Methods
» Ranking method
> Rating scales

» Checklist method

B. Modern Methods

> Management by Objectives (MBO)
> 360-degree feedback

» Balanced scorecard

Steps in Performance Appraisal

1. Setting Standards

> Define expected performance

2. Measuring Performance

» Collect actual data
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3. Comparing Performance

» Compare actual vs expected
4. Taking Corrective Action

> Improve weak areas

Importance in Entrepreneurship

Helps in improving efficiency
Identifies areas needing improvement
Encourages better performance

Supports business growth and development

Profitability

Meaning of Profitability

¢ Profitability refers to the ability of a business to earn profit after covering all its expenses.

¢ It shows how efficiently a business is using its resources.

Measurement.of Profitahility

e Gross profit
e Net profit
e Profit margin

e Return on investment (ROI)

Ways to Improve Profitability

Reducing costs
Increasing sales
Improving efficiency

Using better technology

Control Measures

¢ Control measures are techniques used to ensure that business activities are carried out
according to plans.

Types of Control Measures

1. Financial Control
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> Budgeting
» Costcontrol

» Financial audits

2. Quality Control

> Maintaining product standards

3. Inventory Control

» Managing stock levels

4. Operational Control

> Monitoring production processes

Importance of Control Measures

Prevents misuse of resources
Reduces costs
Improves efficiency

Ensures achievement of business goals

Demands and Challenges

Demands Faced by Entrepreneurs

Need for continuous innovation
High customer expectations
Competitive market environment

Need for quality and efficiency

Challenges in Profitability and Control

Rising costs of raw materials
Market competition
Economic uncertainty

Lack of skilled manpower

Technological changes

Challenges Faced by Entrepreneurs

1. Financial Challenges

» Lack of capital
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> Cashflow problems

2. Market Challenges

> Competition

> Changing customer preferences

3. Technological Challenges

> Rapid changes in technology

4. Managerial Challenges

» Lack of skills

> Employee managementissues

Need for Diversification

Meaning of Diversification

¢ Diversification means expanding a business by adding new products, services, or entering new
markets.

¢ Insimple language, it means “not depending on a single product or market.”

Types of Diversification

1. Horizontal Diversification: Adding similar or related products
2. Vertical Diversification: Expanding into different stages of production or supply chain

3. Conglomerate Diversification: Entering completely new and unrelated businesses

Need for Diversification

« Risk Reduction: Avoids dependence on one product or market
Increase in Profit: New products can generate additional income
Better Utilization of Resources: Efficient use of existing resources
Market Expansion: Reaching new customers and markets

Business Stability: Reduces impact of market fluctuations

Advantages of Diversification

¢ Increases growth opportunities
¢ Improves competitive position

e Enhances brand value

Disadvantages of Diversification
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