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BUSINESS ORGANIZATION 

1. Rationalization 

In economics, rationalization is an attempt to change a pre-existing ad hoc workflow into 

one that is based on a set of published rules. There is a tendency in modern times to 

quantify experience, knowledge, and work. Means–end (goal-oriented) rationality is 

used to precisely calculate that which is necessary to attain a goal. Its effectiveness 

varies with the enthusiasm of the workers for the changes being made, the skill with 

which management applies the rules, and the degree to which the rules fit the job. 

Rationalization aims at an efficiency increase by better use of existing possibilities: A 

same effect can with fewer means, or with same means to be obtained. In the industry 

thereby frequently the replacement of manpower is designated by machines 

(rationalization investment). It is the reasonable, appropriate organization of operational 

conditions under changing conditions to increase with the goal, productivity and 

economy. 

Julien Freund defines rationalization as "the organization of life through a division and 

coordination of activities on the basis of exact study of men's relations with each other, 

with their tools and their environment, for the purpose of achieving greater efficiency 

and productivity". 

The rationalization process is the practical application of knowledge to achieve a 

desired end. Its purpose is to bring about efficiency, coordination, and control of the 



natural and social environment. It is a product of "scientific specialization and technical 

differentiation" that seems to be a characteristic of Western culture. Rationalization is 

the guiding principle behind bureaucracy and the increasing division of labor, and has 

led to an increase in both the production and distribution of goods and services. It is 

also associated with secularization without its more positive component of humanism, 

with depersonalization and with oppressive routine. 

2. SCIENTIFIC MANAGEMENT 

Scientific management is a theory 
of management that analyzes and synthesizes workflows. Its main objective is 
improving economic efficiency, especially labor productivity. It was one of the earliest 
attempts to apply science to the engineering of processes to management. Scientific 
management is sometimes known as Taylorism after its founder, Frederick Winslow 
Taylor. 

Taylor began the theory's development in the United States during the 1880s and '90s 
within manufacturing industries, especially steel. Its peak of influence came in the 
1910s; Taylor died in 1915 and by the 1920s, scientific management was still influential 
but had entered into competition and syncretism with opposing or complementary ideas. 

Although scientific management as a distinct theory or school of thought was obsolete 
by the 1930s, most of its themes are still important parts of industrial engineering and 
management today. These include: analysis; 
synthesis; logic; rationality; empiricism; work ethic; efficiency and elimination of 
waste; standardization of best practices; disdain for tradition preserved merely for its 
own sake or to protect the social status of particular workers with particular skill sets; 
the transformation of craft production into mass production; and knowledge 
transfer between workers and from workers into tools, processes, and documentation. 

3. Stock exchange 

A stock exchange, securities exchange or bourse is a facility 
where stockbrokers and traders can buy and sell securities, such 
as shares of stock and bonds and other financial instruments. Stock exchanges may 
also provide facilities for the issue and redemption of such securities and instruments 
and capital events including the payment of income and dividends. Securities traded on 
a stock exchange include stock issued by listed companies, unit trusts, derivatives, 
pooled investment products and bonds. Stock exchanges often function as "continuous 
auction" markets with buyers and sellers consummating transactions via open outcry at 
a central location such as the floor of the exchange or by using an electronic trading 
platform. 

To be able to trade a security on a certain stock exchange, the security must 
be listed there. Usually, there is a central location at least for record keeping, but trade 
is increasingly less linked to a physical place, as modern markets use electronic 
communication networks, which give them advantages of increased speed and reduced 
cost of transactions. Trade on an exchange is restricted to brokers who are members of 

https://en.wikipedia.org/wiki/Management
https://en.wikipedia.org/wiki/Analysis
https://en.wiktionary.org/wiki/synthesis#Noun
https://en.wikipedia.org/wiki/Workflow
https://en.wikipedia.org/wiki/Economic_efficiency
https://en.wikipedia.org/wiki/Workforce_productivity
https://en.wikipedia.org/wiki/Applied_science
https://en.wikipedia.org/wiki/Engineering
https://en.wikipedia.org/wiki/Business_process
https://en.wikipedia.org/wiki/Frederick_Winslow_Taylor
https://en.wikipedia.org/wiki/Frederick_Winslow_Taylor
https://en.wikipedia.org/wiki/United_States
https://en.wikipedia.org/wiki/Manufacturing
https://en.wikipedia.org/wiki/Competition
https://en.wikipedia.org/wiki/Syncretism
https://en.wikipedia.org/wiki/Industrial_engineering
https://en.wikipedia.org/wiki/Logic
https://en.wikipedia.org/wiki/Rationality
https://en.wikipedia.org/wiki/Empiricism
https://en.wikipedia.org/wiki/Work_ethic
https://en.wikipedia.org/wiki/Waste_reduction
https://en.wikipedia.org/wiki/Waste_reduction
https://en.wikipedia.org/wiki/Standardization
https://en.wikipedia.org/wiki/Best_practice
https://en.wikipedia.org/wiki/Social_status
https://en.wikipedia.org/wiki/Craft_production
https://en.wikipedia.org/wiki/Mass_production
https://en.wikipedia.org/wiki/Knowledge_transfer
https://en.wikipedia.org/wiki/Knowledge_transfer
https://en.wikipedia.org/wiki/Exchange_(organized_market)
https://en.wikipedia.org/wiki/Stockbroker
https://en.wikipedia.org/wiki/Stock_trader
https://en.wikipedia.org/wiki/Security_(finance)
https://en.wikipedia.org/wiki/Share_(finance)
https://en.wikipedia.org/wiki/Stock
https://en.wikipedia.org/wiki/Bond_(finance)
https://en.wikipedia.org/wiki/Dividend
https://en.wikipedia.org/wiki/Listed_company
https://en.wikipedia.org/wiki/Unit_trust
https://en.wikipedia.org/wiki/Derivative_(finance)
https://en.wikipedia.org/wiki/Bond_(finance)
https://en.wikipedia.org/wiki/Open_outcry
https://en.wikipedia.org/wiki/Electronic_trading_platform
https://en.wikipedia.org/wiki/Electronic_trading_platform
https://en.wikipedia.org/wiki/Listing_(finance)
https://en.wikipedia.org/wiki/Electronic_communication_network
https://en.wikipedia.org/wiki/Electronic_communication_network


the exchange. In recent years, various other trading venues, such as electronic 
communication networks, alternative trading systems and "dark pools" have taken much 
of the trading activity away from traditional stock exchanges.[6] 

Initial public offerings of stocks and bonds to investors is done in the primary 
market and subsequent trading is done in the secondary market. A stock exchange is 
often the most important component of a stock market. Supply and demand in stock 
markets are driven by various factors that, as in all free markets, affect the price of 
stocks (see stock valuation). 

There is usually no obligation for stock to be issued through the stock exchange itself, 
nor must stock be subsequently traded on an exchange. Such trading may be off 
exchange or over-the-counter. This is the usual way that derivatives and bonds are 
traded. Increasingly, stock exchanges are part of a global securities market. Stock 
exchanges also serve an economic function in providing liquidity to shareholders in 
providing an efficient means of disposing of shares. 

4. PRODUCE EXCHANGE 

A commodity or produce exchange is an organised market where commodities or 

produce are purchased and sold on wholesale basis. Like stock exchange, it is a 

specialised market having established rules and regulations. 

According to Pyle, “Commodity Exchanges are specialised organised markets 

which provide for future delivery under established rules and regulations.” 

According to Phillips and Duncan, “A commodity exchange is an organisation or 

association of individuals which provides a place for trading in commodity or 

commodities to be carried on under uniform rules, with facility for adjustment of 

disputes among members and for the collection and dissemination of market 

information and which promotes the interests of those dealing in a particular 

commodity.” 

A produce exchange deals only in commodities which are used as raw materials 

such as agricultural products and forest products. Besides dealing in such 

products, a commodity exchange deals in manufactured goods also. 

Characteristics of Produce Exchange:    All commodities cannot be bought and sold 

on produce exchanges.Generally, products which possess the following essential 

features are dealt in at these exchanges: 
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1.Homogeneity:The product must be homogeneous. Homogeneity here means that the 

different units of the product should be identical in quality so that it means the same 

thing to all the parties concerned. 

 

2. Durability: The commodity to be dealt in should be sufficiently durable. Perishable 

goods are not fit for future contracts as they deteriorate in quality. 

 

3. Gradation Possible: The commodity should easily lend itself to grading so that 

trading in such commodities may be conveniently done. 

4. Large Number of Transactions: The trading volume of produce exchange must be 

sufficiently large to justify the cost of facilities provided by the exchange. 

 

5. Steady Demand: A large number of transactions necessitate steady and regular 

demand. In other words, the commodity to be dealt in must have a steady demand. 

 

6. Uncontrolled Supply: The supply of the commodity must be free and uncontrolled, 

so that the forces of demand and supply may have free play. In other words, the supply 

should not be regulated by the government or monopolised by a few persons. 

 

7. Proneness to Price Fluctuations: The commodity to be dealt in must be prone to 

frequent fluctuations in price. It is because the fluctuations in prices lend an incentive to 

the operators to speculate in it and, speculation is an integral part of these exchanges. 

 

 

 

ASSIGNMENTS 

a) Explain rationalization in economics? 

b) What are the principles of scientific management? 

c) Explain the role of stock exchange in economics? 



d) Give brief information about various features of produce 

exchange? 


