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Chapter 1 Nature & significance of Management
Q.1

Explain the term ‘management’?

Ans.

Management is the process of working with and through others to achieve

organizational goals effectively & efficiently.

Q.2

Enumerate the characteristics / features of management.

Ans.

Management in general, has the following features:-

1.

Achieving organizational goals.

2.

It is pervasive.

3.

It’s a group activity

4.

It’s an intangible fore.

5.

It’s a continuous process.

6.

It’s a distinct & dynamic function.

7.

It’s multidimensional.

8.

It influences behavior.

9.

Composite process.

10.

Working with & through others.

11.

Balancing effectiveness & efficiency.

12.

It’s a dynamic discipline.

Q.3

Success of an organization largely depends upon its management. Give few

reasons.
Ans.

Success of an organization largely depends upon its management. The five

reasons is like that:
1.

Achieving organizational goals.

2.

It is pervasive.

3.

It’s a group activity

4.

It’s an intangible fore.
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5.

It’s a continuous process.

Q.3

What are the various management objectives? Explain briefly.

Ans.

Objectives are the ends towards which the activities of an organization are

directed & the standards against which the performance is assessed.
Three major types of management objectives are:1. Organizational objectives:
•

Survival

•

Growth

•

Profit

2. Social objectives:
•

Supply of quality products at reasonable price.

•

Contribution towards Social warfare activities.

•

Generate employment opportunities.

•

Generate economic wealth.

•

Education, Health & vocational training programs.

3. Personal Objectives:

Q.4

•

Financial needs like competitive salaries, incentives & other benefits.

•

Social needs like recognition in the organization.

•

Higher level need which include personal growth & development.

“Management as a group has the responsibility of managing an enterprise”.

Explain.
Ans.

The term ‘management as a group’ refers to the term of managers, e.g. board of

directors, supervisors, chief executive’s etc. these are the persons who are assigned the
task of policy formulation guiding & controlling the work of others & hence responsible
for managing the affairs of an enterprise.

Q.5

Why is management an inexact science?

Ans.

Management is an inexact science because it deals with human beings. An exact

science is based on experimentation, but experimentation is not always possible in
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management since human beings cannot be tested in laboratories. An exact Science
strictly follows the cause effect relation ship, but human behaviour often violates the
basic scientific principles.

Q.6

Explain the importance of management.

Ans.

The following points reveal the importance of management:-

1. It helps in achieving group goals.
2. It provides effectiveness to human efforts.
3. It creates a dynamic organization.
4. It helps in the development of society.
5. Brings order to endeavors.
6. Critical ingredient in nation’s growth.
7. Brings harmony in work.
8. Helps in achieving personal objectives.
9. It provides judgment & vision.

Q.7

Discuss the Nature of management.

Ans.
Management as an
Art

Nature of
Management

Management as a
Science

Management as a
Profession
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Q.8

What is the meaning of management as an art? Explain any four of its

features.
Ans.

An art is the system application of a skill or know how to accomplish a desired

result.
Management as an art means the application of management principles & personal skills
of managers.
Four feature of management as an art are:1. Situational
2. Personalized approach
3. Personal Integument.
4. Based on practice & creativity.

Q. Explain management as a Science.
Ans.

Science can be defined as a systematic & organized body of knowledge based on

logically observed findings, facts & events.
Features of management as a Science:1. Systematic body of knowledge.
2.

Principles are based on experiments.

3. Universal validity.
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Q.10 Enumerate the various levels of management.
Ans.

Levels of management means the hierarchy of organization representing the

relationships among managers & subordinates on the basis of their relative, authority,
status & responsibility.
There are three levels in the hierarchy of an organization vise:
1. Top level management.
2. Middle level management.
3. Supervisory level, operational or lower level of management.

Board of Directors,
Chairman, General
Manager, President
vice president, CEO,
CFO

Top Level
Management

Purchase manager, Sales Manager, Marketing
Manager, Executive officer, Plant
Superintendent.

Middle level
Management

Supervisor, Superintendent, Foreman,
Supervisory Section officer, Clerk, Sub
department executive etc
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Supervisory Level
Management

Q.11 List the functions of various levels of management.

Ans.

Functions of top level management are:-

1. Determining the objectives of the enterprise.
2. Allocation of resources.
3. Formulation of plans & policies.
4. Controlling the performance of employees.
5. Season with outside world, for e.g. meeting government officials etc.

Functions of Middle level management are:1. Interpretation of policies formed by top management to lover level.
2. Organizing the activities of their department for executing the plans & policies.
3. Recruitment & Selection of employees.
4. Motivating the employees.
5. Controlling & instructing the employees.

Functions of operational level management are:1. Representing the grievances of workers.
2. Maintaining healthy superior subordinate relationship.
3. Communicating with workers & welcoming their suggestions.
4. Assisting middle level management in recruitment, selection & appointment of
workers.
5. Developing quality products.
6. Boosting the wrote of workers.
7. Developing tem spirit.

Q.12. Discuss the functions of management.
Ans.
(i)

The five function of management are as follows:
Planning:
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Planning is the first function of management & is related to deciding in
advance what to do, how to do, when to do & by whom etc. in other
words, planning refers to selecting goals in advance & developing a way
of achieving them efficiency & effectively.
(ii)

Organizing:
It refers to assigning duties, grouping tasks, establishing authority &
allocating resources required to carry out a specific plan for the
achievement of common goals of an organization.

(iii)

Staffing:
Staffing function ensures the availability of quality workmen at various
levels of management. It deals with human resource & tricks to provide
right person for the right job. This function includes recruitment, selection,
placement & training of personal.

(iv)

Directing:
It is considered as an important function as it helps to convert plans into
actions. It is concerned with instructing, guiding & inspiring subordinates
to achieve common group goals.

(v)

Controlling:
This function is related to establishing standards of performance,
measurement of actual performance, comparison with the standards,
finding out deviations & taking corrective & preventive actions to ensure
that activities go on according to the plans of the organization towards
desired goals.

Q.13 Explain the nature of coordination?
Ans.

Nature of Coordination: The nature/characteristics of coordination are as

follows:
(i) Deliberate of Conscious Activity: Coordination is a conscious managerial activity.
Every manager has to take deliberate actions to achieve coordination.
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(ii) Integration of Efforts: Coordination is an orderly arrangement of the efforts of all
individuals and groups working in the organization. It leads to integration of all activities
in the organization.
(iii) Unity of Action: Its purpose is to secure unity of action towards the common
objectives.
(iv) Continuous Process: Coordination is a continuous process. The need of
coordination is always felt to so long as the organization is engaged in productive
operations.
(v) Pervasive Function: Coordination is a pervasive activity. It is needed in all
departments and also at all levels of management.
(vi) Essence of Management: Coordination is considered as the essence of management.
It is key to other functions of management. In planning, it coordinates (i) overall plan of
the organization with the departmental plan (ii) objectives to the available physical and
human resources and different functional managers. In organizing, it groups all activities
properly and allot them to the right people for completion. In staffing, it brings about a
balance between job requirement and the qualities of the personnel to whom different
jobs have been assigned. In controlling, it synchronizes measures to control the cause and
time of deviation form the desired performance.

Q.14 “Coordination is the essence of management”. Enumerate with suitable
examples.
Ans.

Coordination is not a separate function of management. It is the very essence of

management. This is because:
1. In planning, coordination is required between.
a. Overall plan of the organization & the departmental plans.
b. Objectives and the available recourses.
2. In organizing, coordination’s is required:
a. For resourees of an enterprise of the activities to be performed.
b. For assigning authority, responsibility & accountability.
3. In staffing, coordination is requireda. Between skills of workers & jobs assigned to them.
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b. Between efficiency of the workers & compensation.
c. Between technique of production & training.
4. In directing, coordination is required.
a. Among orders, instructions & suggestions.
b. Between superior & subordinates.
5. In controlling, coordination is requireda. Between standards & actual performance.
b. Between correction of deviations & achievement of objectives.
Thus, coordination is indispensable in all managerial functions.
Q. Explain the nature of Management Principles?
Ans.

Nature/ Characteristics features of principles of management

Nature of management principles stands for special features or characteristics of
management principles. Following are the important features of the management
principles:
Universal application: Principles of management are applied in every situation, where
the objectives are attained through group efforts. All organizations such as social,
political, cultural or even religious organizations apply for the successful operations of
their activities. Every organization must make the best possible use of its available
resources by the application of management principles i.e., planning, organizing, staffing,
directing and controlling effectively and achieve the desired result.
Flexibility: Management principles are dynamic guidelines and not satic rules.
management helps the business in multiplying its profit at minimum cost. The business
situation and its socio-economic environment is enough to suit the size, nature, needs and
situations of the business. Improvement and modification of management principles is a
continuing process, so the principles of management is always flexible.
General Statement: Management principles are concerned mostly with human behavior
which cannot be tested under controlled conditions i.e., a laboratory. Human behavior is
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always unpredictable. So, management principles are not as exact as the principles of
physical science. In this way, the management principles are merely statements.
It influences human behavior: Human element is an essential factor of production. It
activities and extracts work form other factor also. Every worker is individually different
from the other workers as regards his ability, knowledge, skill, socio-economic status,
attitudes and ideologies. Management is concerned with the integration of individual
efforts and how to decentralize them towards achieving the desired results. so,
management principles is said to be a work and group activity. Thus, management
principles aim at influencing individual efforts and directing them to the minimization of
profit with the minimum wattage and the best possible utilization of available resources.
Cause and effect relationship: The management principles also form cause and effect
relationship. It indicates the consequences of its principles, for instance if wages are paid
on the basis of piece-rate system the quantity of work will be more, but the quality will
suffer. If the principles of unity of command is adopted, the confusion, duplication and
overlapping will be avoided. In the same way, other principles also, indicate the
relationship between principles, their consequences and results.
Equal importance: There is no inferiority or superiority between the principles no one
principle has greater significance than the other. We cannot say the principles of unity of
command is more important than the principle of unity of direction. In this way all the
principles of management are equally important.
Careful and discreet application: Principles of management cannot be applied blindly,
because there principles are relative, not absolute. Thus these principles should be
according to organizational needs and situations.
Decision-making: Management in always concerned with decision making factors of
production are scarce and they also have alternative uses. So, management has to decide
the best possible combination of available resources, and most suitable techniques of
production applied. In this way, management principles are therefore the basis of decision
making.
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Q. Explain the importance/significance of Management Principles?
Ans.

Principles of management are very important for the successful management

of organisation in its real situations. These are important guidelines to the management.
These principles point out the areas where management should concentrate immediate
attention. They simplify the process of management, increase the overall efficiency and
help in achieving the desired objective of the business. Following factors are summarized
below irrespective of significance of management principles:
•

It increases the efficiency of the management: Principles of management
provides guidelines to the manager for handling complex problems more
effectively. It also facilitates managers in performing this duties smoothly. Thus
the efficiency of the management is increased and the managers adopts systematic
and scientific approach towards the solution of the problem.

•

It helps in achieving social objective: Management develops spirit of cooperation and co-ordination among workers and their employees. It also helps in
the optimum utilization of social resources. It eliminates unnecessary wastage of
resources. These days, principles of management are directed at maximum profit
without loss of social values. Thus, the management must supply commodities at
fair price, not including the adulteration and make payment of reasonable wages
to their workers.

•

It generates sound understanding: The management principles generate sound
understanding of the difficult problems of business enterprises. The management
applies scientific approach for the solution of the complex problem. In this regard,
managing the enterprise and incur wastage of resources.

•

It directs the areas of training: the principles of management identify the
present and prospective areas of management. For this managers should be
specially trained. Business situations are themselves difficult and they change
considerably with the change in social, political and economic situations. So, the
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principle of management make significance in finding the areas and impart
requisite training program to their executives.
•

It guides to research work in management: The management principles needed
to make guidelines which requires necessary modifications with the changing
situations. In order to make management meaningful and practical utility,
researchers examine these principles justify this utility and suggest various
modification, if necessary.

•

Optimum Utilization of Resources & effective Administration: Management
Principles help in organizing various activities in such a way that results in
elimination of unwanted activities & consequent wastage.

•

Fulfilling Social responsibilities: Principles of Management have been devised
in such a way that they help in fulfilling social responsibilities.

Q. Enumerate Fayol’s Management Principles?
Ans.

Henry Fayol's Principle of Management

Following are the fourteen principles of management developed by the Henry Fayol:
Division of Work
According to Henry Fayol under division of work, "The worker always on the same post,
the manager always concerned with the same matters, acquire an ability, sureness and
accuracy which increases their output. In other words, division of work means
specialization. According to this principle, a person is not capable of doing all types of
work. Each job and work should be assigned to the specialist of his job. Division of work
promotes efficiency because it permits an organizational member to work in a limited
area reducing the scope of his responsibility. Fayol wanted the division of work not only
at factory but at management levels also.
Authority and Responsibility
Authority and responsibility go together or co-existing. Both authority and responsible
are the two sides of a coin. In this way, if anybody is made responsible for any job, he
should also have the concerned authority. Fayol's principle of management in this regard
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is that an efficient manager makes best possible use of his authority and does not escape
from the responsibility. In other awards when the authority is exercised the responsibility.
In other awards when the authority is exercised the responsibility is automatically
generated.
Discipline
According to Henry Fayol discipline means sincerity about the work and enterprise,
carrying out orders and instructions of superiors and to have faith in the policies and
programmes of the business enterprise, in other sense, discipline in terms of obedience,
application, energy and respect to superior. However, Fayol does not advocate warming,
fines, suspension and dismissals of worker for maintaining discipline. These punishments
are rarely awarded. A well disciplined working force is essential for improving the
quality and quantity of the production.
Unity of Command
A subordinate should take order from only one boss and he should be responsible and
accountable to him. Further he claimed that if the unit of command is violated, authority
is undermined, disciplined in danger, order disturbed and stability threatened. The
violation of this principle will face some serious consequences. In this way, the principle
of unity of command provides the enterprise disciplined, stable and orderly existence. It
creates harmonious relationship between officers and subordinates, congenial atmosphere
of work. It is one of the Fayol's important essential principle of management.
Unity of direction
Fayol advocates "One head and one plan" which means that group efforts on a particular
plan be led and directed by a single person. This enables effective co-ordination of
individual efforts and energy. This fulfils the principles of unity of command and brings
uniformity in the work of same nature. In this way the principle of direction create
dedication to purpose and loyalty. It emphasizes the attainment of common goal under
one head.
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Subordination of individual interests to general interests
The interest of the business enterprise ought to come before the interests of the praise
individual workers. In other words, principle of management state that employees should
surrender their personnel interest before the general interest of the enterprise. Sometimes
the employees due to this ignorance, selfishness, laziness, carelessness and emotional
pleasure overlook the interest of the organisation. This attitude proves to be very harmful
to the enterprise.
Fair Remuneration to employees
According to Fayol wage-rates and method of their payment should be fair, proper and
satisfactory. Both employees and ex-employers should agree to it. Logical and
appropriate wage-rate and methods of their payment reduces tension and differences
between workers and management, create harmonious relationship and a pleasing
atmosphere of work. Further Fayol recommends that residential facilities be provided
including arrangement of electricity, water and facilities.
Centralization and Decentralization
There should be one central point in the organisation which exercises overall direction
and control of all the parts. But the degree of centralization of authority should vary
according to the needs of situation. According to Fayol there should be centralization in
small units and proper decentralization in big organisation. Further, Fayol does not favor
centralization or decentralization of authorities but suggests that these should be proper
and effective adjustment between centralization and decentralization in order to achieve
maximum objectives of the business. The choice between centralization and
decentralization be made after taking into consideration the nature of work and the
efficiency, experience and decision-making capacity of the executives.
Scalar chain
The scalar chain is a chain of supervisors from the highest to the lowest rank. It should be
short-circuited. An employee should feel the necessity to contact his superior through the
scalar chain. The authority and responsibility is communicated through this scalar chain.
Fayol defines scalar chain as "the chain of superiors ranging from the ultimate authority
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to the lowest rank." The flow of information between management and workers is a must.
Business opportunities must be immediately avoided of. so we must make direct contact
with the concerned employee. Business problems need immediate solution, so we cannot
always depend on the established scalar chain. It requires that direct contact should be
established.
Order:
According to Fayol there should be proper, systematic and orderly arrangement of
physical and social factors, such as land, raw materials, tools and equipments and
employees respectively. As per view, there should be safe, appropriate and specific place
for every article and every place to be used effectively for a particular activity and
commodity. In other words, principles that every piece of land and every article should be
used properly, economically and in the best possible way. Selection and appointment of
the most suitable person to every job. There should be specific place for every one and
every one should have specific place. This principle also stresses scientific selection and
appointment of employees on every job.
Equity
The principle of equality should be followed and applicable at every level of
management. There should not be any discrimination as regards caste, sex and religion.
An effective management always accords sympathetic and human treatment. The
management should be kind, honest and impartial with the employees. In other words,
kindness and justice should be exercised by management in dealing with their
subordinates. This will create loyalty and devotion among the employees. Thus, workers
should be treated at par at every level.
Stability of use of personnel
Principle of stability is linked with long tenure of personnel in the organisation. This
means production being a team work, an efficient management always builds a team of
good workers. If the members of the team go on changing the entire process of
production will be disturbed. It is always in the interest of the enterprise that its trusted,
experienced and trained employees do not leave the organisation. Stability of job creates
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a sense of belongingness among workers who with this feeling are encouraged to
improve the quality and quantity of work.
Initiative
Under this principle, the successful management provides an opportunity to its employees
to suggest their new ideas, experiences and more convenient methods of work. The
employees, who has been working on the specific job since long discover now, better
alternative approach and technique of work. It will be more useful, if initiative to do so is
provided to employees. In simple, to ensure success, plans should be well formulated
before they are implemented.
Spirit of Co-operation (Spirit de crops)
In order to achieve the best possible results, individual and group effort are to be
effectively integrated and coordinated. Production is a team work for which the wholehearted support and co-operation of the members at all levels is required. Everyone
should sacrifice his personal interest and contribute his best energies to achieve the best
results. it refers to the spirit of loyalty, faithfulness on the part of the members of the
group which can be achieved by strong motivating recognition and importance of the
members for their valuable contribution, effective coordination, informal mutual social
relationship between members of the group and positive and constructive approach of the
management towards workers' welfare.
Q. What were the principles of scientific management given by Taylor?
Ans. Principles of Scientific Management
1. Development of Science for each part of men’s job (replacement of rule of
thumb)
a. This principle suggests that work assigned to any employee should be
observed, analyzed with respect to each and every element and part and
time involved in it.
b. This means replacement of odd rule of thumb by the use of method of
enquiry, investigation, data collection, analysis and framing of rules.
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c. Under scientific management, decisions are made on the basis of facts and
by the application of scientific decisions.
2. Scientific Selection, Training & Development of Workers
a. There should be scientifically designed procedure for the selection of
workers.
b. Physical, mental & other requirement should be specified for each and
every job.
c. Workers should be selected & trained to make them fit for the job.
d. The management has to provide opportunities for development of workers
having better capabilities.
e. According to Taylor efforts should be made to develop each employee to
his greatest level and efficiency & prosperity.
3. Co-operation between Management & workers or Harmony not discord
a. Taylor believed in co-operation and not individualism.
b. It is only through co-operation that the goals of the enterprise can be
achieved efficiently.
c. There should be no conflict between managers & workers.
d. Taylor believed that interest of employer & employees should be fully
harmonized so as to secure mutually understanding relations between
them.
4. Division of Responsibility
a. This principle determines the concrete nature of roles to be played by
different level of managers & workers.
b. The management should assume the responsibility of planning the work
whereas workers should be concerned with execution of task.
c. Thus planning is to be separated from execution.
5. Mental Revolution
a. The workers and managers should have a complete change of outlook
towards their mutual relation and work effort.
b. It requires that management should create suitable working condition and
solve all problems scientifically.
For more detail :- http://www.gurukpo.com
PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

c. Similarly workers should attend their jobs with utmost attention, devotion
and carefulness. They should not waste the resources of enterprise.
d. Handsome remuneration should be provided to workers to boost up their
moral.
e. It will create a sense of belongingness among worker.
f. They will be disciplined, loyal and sincere in fulfilling the task assigned to
them.
g. There will be more production and economical growth at a faster rate.
6. Maximum Prosperity for Employer & Employees
a. The aim of scientific management is to see maximum prosperity for
employer and employees.
b. It is important only when there is opportunity for each worker to attain his
highest efficiency.
c. Maximum output & optimum utilization of resources will bring higher
profits for the employer & better wages for the workers.
d. There should be maximum output in place of restricted output.
e. Both managers & workers should be paid handsomely.
Q. Who was F.W.Taylor?
Ans.

Frederick Winslow Taylor (1856-1915)

is said to be the father of scientific

management, method study and work measurement and incentive payments systems that
link work outputs directly to levels of reward.
In the introduction to his book, the Principles of Scientific Management, FWT states “In
the past the man has been first; in the future the system must be first.”
His work drew together his experience of an 19rganization19n approach (not new to
business endeavour) dominated by managerial ideas and actions. He argued that he was
applying “scientific” method to practical management problems. His principles which
reflect systematic study of work 19rganiza and his views on the direct relationship
between incentives and worker efforts are evident today in modern 19rganization19 –
even though contradicted by much evidence relating to worker 19rganiza.
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Scientific management forms of regulation (piece-work, incentives, and bonuses) are still
believed in by managers. Taylor’s management devices – particularly work measurement
and job 20rganization20n – have decisively influenced the sub-cultures of work. His
models are based on assumptions about an “typical, economically motivated” worker
linked to notions of worker-management relations and 20rganizati as a social
20rganization. Taylor’s diagnosis of industrial ills can be reduced to one theme.
Inefficiency is rife – the wastage of resources and time in the workplace is appalling!
Q. Discuss in detail about the techniques of Scientific Management?
Ans.

Techniques of Scientific Management

1. Time Study
a. It is a technique which enables the manager to ascertain standard time
taken for performing a specified job.
b. Every job or every part of it is studied in detail.
c. This technique is based on the study of an average worker having
reasonable skill and ability.
d. Average worker is selected and assigned the job and then with the help of
a stop watch, time is ascertained for performing that particular job.
e. Taylor maintained that Fair day’s work should be determined through
observations, experiment and analysis by keeping in view an average
worker.
Standard Time × Working Hours = Fair Day’s Work
2. Motion Study
a. In this study, movement of body and limbs required to perform a job are
closely observed.
b. In other words, it refers to the study of movement of an operator on
machine involved in a particular task.
c. The purpose of motion study is to eliminate useless motions and determine
the bet way of doing the job.
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d. By undertaking motion study an attempt is made to know whether some
elements of a job can be eliminated combined or their sequence can be
changed to achieve necessary rhythm.
e. Motion study increases the efficiency and productivity of workers by
cutting down all wasteful motions.
3. Functional Foremanship

a. Taylor advocated functional foremanship

for achieving ultimate

specification.
b. This technique was developed to improve the quality of work as single
supervisor may not be an expert in all the aspects of the work.
c. Therefore workers are to be supervised by specialist foreman.
d. The scheme of functional foremanship is an extension of principle pf
specialization at the supervisory level.
e. Taylor advocated appointment of 8 foramen, 4 at the planning level &
other 4 at implementation level.
f. The names & function of these specialist foremen are: 

Instruction card clerk concerned with tagging down of instructions
according to which workers are required to perform their job



Time & cost clerk is concerned with setting a time table for doing
a job & specifying the material and labor cost involved in it.
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Route clerk determines the route through which raw materials has
to be passed.



Shop Disciplinarians are concerned with making rules and
regulations to ensure discipline in the organization.



Gang boss makes the arrangement of workers, machines, tools,
workers etc.



Speed boss concerned with maintaining the speed and to remove
delays in the production process.



Repair boss concerned with maintenance of machine, tools and
equipments.



Inspector is concerned with maintaining the quality of product.

4. Standardization
a. It implies the physical attitude of products should be such that it meets the
requirements & needs of customers.
b. Taylor advocated that tools & equipments as well as working conditions
should be standardized to achieve standard output from workers.
c. Standardization is a means of achieving economics of production.
d. It seems to ensure –


The line of product is restricted to predetermined type, form,
design, size, weight, quality. Etc



There is manufacture of identical parts and components.



Quality & standards have been maintained.



Standard of performance are established for workers at all levels.

5. Differential Piece Wage Plan
a. This tech of wage payment is based on efficiency of worker.
b. The efficient workers are paid more wages than inefficient one.
c. On the other hand, those workers who produce less than standard no. of
pieces are paid wages at lower rate than prevailing rate i.e. worker is
penalized for his inefficiency.
d. This system is a source of incentive to workers who improving their
efficiency in order to get more wages.
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e. It also encourages inefficient workers to improve their performance and
achieve their standards.
f. It leads to mass production which minimizes cost and maximizes profits.
6. Other Techniques
a. Various other techniques have been developed to create ordeal
relationship between management and workers and also to create better
understanding on part of works.
b. Those includes use of instruction cards, strict rules & regulations, graphs,
slides, charts etc, so as to increase efficiency of workers.

Chapter-3

Business Environment

Q. What do you mean by Business Environment? Explain the key Components of
Business Environment?
Ans.

Environment refers to all external forces, which have a bearing on the

functioning of business. Environment factors “are largely if not totally, external
and beyond the control of individual industrial enterprises and their
managements. The business environment poses threats to a firm or offers immense
opportunities for potential market exploitation.

EXTERNAL ENVIRONMENT

It refers to the environment that has an indirect influence on the business. The factors are
uncontrollable by the business. There are two types of external environment.

Micro Environment

The micro environment is also known as the task environment and operating environment
For more detail :- http://www.gurukpo.com
PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

because the micro environmental forces have a direct bearing on the operations of the
firm.
“The micro environment consist of the actors in the company’s immediate environment
that affect the performance of the company. These include the suppliers, marketing
intermediaries, competitors, customers and the public”

The micro environmental factors are more intimately linked with the company
than the macro factors. The micro forces need not necessarily affect all the firms in
a particular industry in the same way. Some of the micro factors may be particular
to a firm. When the competing firms in an industry have the same micro elements, the
relative success of the firms depends on their relative effectiveness in dealing with these
elements

Suppliers

An important force in the micro environment of a company is the suppliers, i.e., those
who supply the inputs like raw materials and components to the company. The
importance of reliable source/sources of supply to the smooth functioning of the business
is obvious.

Customer

The major task of a business is to create and sustain customers. A business exists
only because of its customers. The choice of customer segments should be made by
considering a number of factors including the relative profitability, dependability,
stability of demand, growth prospects and the extent of competition.

Competition not only include the other firms that produce same product but also those
firms which compete for the income of the consumers the competition here among these
products may be said as desire competition as the primary task here is to fulfill the desire
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of the customers. The competition that satisfies a particular category desire then it is
called generic competition.

Marketing Intermediaries

The marketing intermediaries include middlemen such as agents and merchants that help
the company find customers or close sales with them. The marketing intermediaries are
vital links between the company and the final consumers .

Financiers

The financiers are also important factors of internal environment. Along with financing
capabilities of the company their policies and strategies, attitudes towards risk , ability to
provide non-financial assistance etc. are very important.

Public

Public can be said as any group that has an actual or potentialinterest in or on an
organization’s ability to achieve its interest. Public include media and citizens. Growth of
consumer public is an important development affecting business.

Macro Environment

Macro environment is also known as General environment and remote
environment. Macro factors are generally more uncontrollable than micro environment
factors. When the macro factors become uncontrollable , the success of company depends
upon its adaptability to the environment. Some of the macro environment factors are
discussed below:
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Economic Environment

Economic environment refers to the aggregate of the nature of economic system
of the country, business cycles, the socio-economic infrastructure etc. The successful
businessman visualizes the external factors affecting the business, anticipating
prospective market situations and makes suitable to get the maximum with minimize
cost.

Social Environment

The social dimension or environment of a nation determines the value system of
the society which, in turn affects the functioning of the business. Sociological factors
such as costs structure, customs and conventions, mobility of labour etc. have farreaching impact on the business. These factors determine the work culture and mobility
of labour, work groups etc.

Political Environment

The political environment of a country is influenced by the political organisations
such as philosophy of political parties, ideology of government or party in power, nature
and extent of bureaucracy influence of primary groups etc. . The political environment of
the country influences the business to a great extent.

Legal Environment

Legal environment includes flexibility and adaptability of law and other legal rules
governing the business. It may include the exact rulings and decision of the courts. These
affect the business and its managers to a great extent.

For more detail :- http://www.gurukpo.com
PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

Technical Environment

The business in a country is greatly influenced by the technological development.
The technology adopted by the industries determines the type and quality of goods and
services to be produced and the type and quality of plant and equipment to be used.
Technological environment influences the business in terms of investment in technology,
consistent application of technology and the effects of technology on markets.

Demographic Environment

It includes the study of human populations in terms of size, density, location, age, sex,
race, occupation, and other statistical information.

The main demographic force that marketers monitor is population, because people make
up markets. Marketers are keenly interested in the size and growth rate of population in
cities, regions; and nations; age distribution; educational levels; household patterns; and
regional characteristics and movements.

Q. Explain the main feature of business environment?

Features of business environment

1.Totality of external forces: Business environment is the sum total of all things
external to business firms and, as such, is aggregative in nature.

2.Specific and general forces: Business environment includes both specific and
general forces. Specific forces affect individual enterprises directly and immediately in
their day-to-day working. General forces have impact on all business enterprises and
thus may affect an individual firm only indirectly.
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3.Dynamic nature: Business environment is dynamic in that it keeps on changing
whether in terms of technological improvement, shifts in consumer preferences or entry
of new competition in the market.

4.Uncertainty: Business environment is largely uncertain as it is very difficult to predict
future happenings, especially when environment changes are taking place too frequently
as in the case of information technology or fashion industries.

5.Relativity: Business environment is a relative concept since it differs from country to
country and even region to region. Political conditions in the USA, for instance, differ
from those in China or Pakistan. Similarly, demand for sarees may be fairly high in India
whereas it may be almost non-existent in France.

Q. Explain the benefits of understanding business environment?

Ans.
•

Importance of Business Environment

firm to identify opportunities and getting the first mover advantage: Early
identification of opportunities helps an enterprise to be the first to exploit them
instead of losing them to competitors. For example, Maruti Udyog became the leader
in the small car market because it was the first to recognize the need for small cars in
India.

•

firm to identify threats and early warning signals: If an Indian firm finds that a
foreign multinational is entering the Indian market it should gives a warning signal
and Indian firms can meet the threat by adopting by improving the quality of the
product, reducing cost of the production, engaging in aggressive advertising, and so
on.

•

Coping with rapid changes: All sizes and all types of enterprises are facing
increasingly dynamic environment. In order to effectively cope with these significant
changes, managers must understand and examine the environment and develop
suitable courses of action.
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•

Improving performance: the enterprises that

continuously monitor their

environment and adopt suitable business practices are the ones which not only
improve their present performance but also continue to succeed in the market for a
longer period.

Q. What are the components of Internal Environment?
Ans.

INTERNAL ENVIRONMENT

The internal environment is the environment that has a direct impact on the business.
Here there are some internal factors which are generally controllable because the
company has control over these factors. It can alter or modify such factors as its
personnel, physical facilities, and organization and functional means, like marketing, to
suit the environment.

The important internal factors which have a bearing on the strategy and other decisions
of internal organization are discussed below.

Value system

The value system of the founders and those at the helm of affairs has important bearing
on the choice of business, the mission and the objectives of the organization, business
policies and practices.

Mission and vision and objectives

Vision means the ability to think about the future with imagination and wisdom. Vision is
an important factor in achieving the objectives of the organization. The mission is the
medium through which the objectives are achieved.

For more detail :- http://www.gurukpo.com
PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

Management structure and nature

The structure of the organization also influences the business decisions. The
organizational structure like the composition of board of directors , influences the
decisions of business as they are internal factors . The structure and style of the
organization

may delay a decision making or some other helps in making quick

decisions.

Internal power relationships

The relationship among the three levels of the organization also influences on the
business. The mutual co-ordination among those three is a an important need for a
business. The relationship among the people working in the three levels of the
organization should be cordial.

Human resource

The human resource is the important factor for any organization as it contributes to the
strength and weakness of any organization . the human resource in any organization must
have characteristics like skills, quality, high morale, commitment towards the work ,

attitude, etc. T he involvement and initiative of the people in an organization at different
levels may vary from organization to organization. The organizational culture and overall
environment have bearing on them.

Company image and brand equity

The image of the company in the outside market has the impact on the internal
environment of the company. It helps in raising the finance , making joint ventures , other
alliances, expansions and acquisitions , entering sale and purchase contracts , launching
new products, etc. Brand equity also helps the company in same way.
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Q. Explain Economic Environment in India & its components?

Ans.

Economic Environment refers to all those economic factors which have a bearing

on the functioning of a business. Business depends on the economic environment for all
the needed inputs. It also depends on the economic environment to sell the finished
goods.

Economic Environment
•

Economic Systems

•

Economic Planning

•

Economic Parameters

•

Economic Policies

Economic System
Basic Units of an Economic Systems
•

Household

•

Firm

•

Industry

•

Government

Characteristics Of an Economic System
•

National Entity

•

Institutional

•

Interdependence

•

Scarcity of Resources

•

Need Satisfaction

•

Dynamic

•

Functions of an Economic System
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•

What to Produce

•

How to Produce

•

For whom to produce

•

Choice between Current need & Future Needs

•

Economic Growth

•

Types of Economic System

•

Capitalism

•

Socialism

•

Mixed Economy

Economic Planning
Objectives:
•

Increase in National Income

•

Full Employment

•

Reduction In Inequalities of Income & wealth

•

Social Justice

•

Other Objectives

Failures of Economic Planning In India
•

Problem of Poverty

•

Unemployment Problem

•

Economic Inequalities

•

Black Money

Economic Parameters
•

Gross Domestic Product

•

Per Capita Income

For more detail :- http://www.gurukpo.com
PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

Population & Economic Development
Economic Policies
1.) Industrial Policy
2.) Monetary Or Credit Policy
3.) Fiscal Policy
4.) Foreign Trade Policy

Q. List the Changes initiated by India government since 1991?
Ans.
1. New Industrial Policy
2. New Trade Policy
3. Fiscal Reforms
4. Monetary Policy
5. Capital market reforms
6. Phasing out of subsidies and price controls

Q. Explain the term Privatization? List down the benefits of Privatization.

Ans.

PRIVATISATION

Privatization, which has become a universal trend, means transfer of ownership
and/or management of an enterprise from the public sector to the private sector.
It also means the withdrawal of the state from an industry or sector, partially or
fully. Another dimension of privatization is opening up of an industry that has
been reserved for the public sector to the private sector.
Privatization is an inevitable historical reaction to the indiscriminate expansion
of the state sector and the associated problems. Even in the ‘communist’
countries it became a vital measure of economic rejuvenation.

BENEFITS
The benefits of privatization may be listed down as follows:
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• It reduces the fiscal burden of the state by relieving it of the losses of
the SOEs and reducing the size of the bureaucracy.
• Privatization of SOEs enables the government to mop up funds.
• Privatization helps the state to trim the size of the administrative
machinery.
• It enables the government to concentrate more on the essential state
Functions
Privatization helps accelerate the pace of economic developments as
it attracts more resources from the private sector for development.
• It may result in better management of the enterprises.
• Privatization may also encourage entrepreneurship.
• Privatization may increase the number of workers and common man
who are shareholders. This could make the enterprises subject to
more public vigilance.
Q. define the term Globalization? List down its objects?
Ans.

Globalization may be defined as “ the growing economic interdependence of

countries worldwide through increasing volume and variety of cross border transactions
in goods and services and of international capital flows, and also through the more rapid
and widespread diffusion of technology”. Globalization may be considered at two levels
.Viz, at the macro level (i.e., globalization of the world economy) and at the micro level
(i.e., globalization of the business and the firm).
Globalization of the world economy is achieved, quite obviously, by globalising the
national economies. Globalization of the economies and globalization of business are
very much interdependent.

FEATURES
The following are the features of the current phase of globalization:

New markets
• Growing global markets in services – banking, insurance, transport.
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• New financial markets - deregulated, globally linked, working around
the clock, with action at a distance in real time, with new instruments
such as derivatives.
• Deregulation of anti - trust laws and proliferation of mergers and
acquisitions.
• Global consumer markets with global brands.

New actors
• Multinational corporations integrating their production and marketing,
dominating food production
• The World Trade Organization - the first multilateral organization with
authority to enforce national governments compliance with rule
• An international criminal court system in the making
• A booming international network of NGOs
• Regional blocs proliferating and gaining importance – European Union,
Association of South- East Asian Nations, Mercosur, North American
Free Trade Association, Southern African Development Community,
among many others
• More policy coordination groups – G-7, G40, G22, G77, OECD

New rules and Norms
• Market economic policies spreading around the world, with greater
privatization and liberalization than in earlier decades
• Widespread adoption of democracy as the choice of political regime
• Human rights conventions and instruments building up in both coverage
and number of signatories – and growing awareness among people
around the world
• Consensus goals and action agenda for development
• Conventions and agreements on the global environment – biodiversity,
ozone layer, disposal of hazardous wastes, desertification, climate
change
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• Multilateral agreements in trade, taking on such new agendas as
environmental and social conditions
• New multilateral agreements- for services, intellectual property,
communications – more binding on national governments than any
previous agreements
• The multilateral agreements on investment under debate

New Tools of communication
• Internet and electronic communications linking many people
simultaneously
• Cellular phones
• Fax machines
• Faster and cheaper transport by air, rail and road
• Computer-aided design

Chapter – 4 PLANNING
Q. What do you understand by Planning? Discuss the steps in Planning?
Ans.

Planning means looking ahead and chalking out future courses of action to be

followed. It is a preparatory step. It is a systematic activity which determines when, how
and who is going to perform a specific job. Planning is a detailed programme regarding
future courses of action. It is rightly said “Well plan is half done”. Therefore planning
takes into consideration available & prospective human and physical resources of the
organization so as to get effective co-ordination, contribution & perfect adjustment. It is
the basic management function which includes formulation of one or more detailed plans
to achieve optimum balance of needs or demands with the available resources.
Steps in Planning Function
Planning function of management involves following steps:1. Establishment of objectives
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a. Planning requires a systematic approach.
b. Planning starts with the setting of goals and objectives to be achieved.
c. Objectives provide a rationale for undertaking various activities as well as
indicate direction of efforts.
d. Moreover objectives focus the attention of managers on the end results to
be achieved.
e. As a matter of fact, objectives provide nucleus to the planning process.
Therefore, objectives should be stated in a clear, precise and unambiguous
language. Otherwise the activities undertaken are bound to be ineffective.
f. As far as possible, objectives should be stated in quantitative terms. For
example, Number of men working, wages given, units produced, etc. But
such an objective cannot be stated in quantitative terms like performance
of quality control manager, effectiveness of personnel manager.
g. Such goals should be specified in qualitative terms.
h. Hence objectives should be practical, acceptable, workable and
achievable.
2. Establishment of Planning Premises
a. Planning premises are the assumptions about the lively shape of events in
future.
b. They serve as a basis of planning.
c. Establishment of planning premises is concerned with determining where
one tends to deviate from the actual plans and causes of such deviations.
d. It is to find out what obstacles are there in the way of business during the
course of operations.
e. Establishment of planning premises is concerned to take such steps that
avoids these obstacles to a great extent.
f. Planning premises may be internal or external. Internal includes capital
investment

policy,

management

labour

relations,

philosophy

of

management, etc. Whereas external includes socio- economic, political
and economical changes.
g. Internal premises are controllable whereas external are non- controllable.
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3. Choice of alternative course of action
a. When forecast are available and premises are established, a number of
alternative course of actions have to be considered.
b. For this purpose, each and every alternative will be evaluated by weighing
its pros and cons in the light of resources available and requirements of the
organization.
c. The merits, demerits as well as the consequences of each alternative must
be examined before the choice is being made.
d. After objective and scientific evaluation, the best alternative is chosen.
e. The planners should take help of various quantitative techniques to judge
the stability of an alternative.
4. Formulation of derivative plans
a. Derivative plans are the sub plans or secondary plans which help in the
achievement of main plan.
b. Secondary plans will flow from the basic plan. These are meant to support
and expediate the achievement of basic plans.
c. These detail plans include policies, procedures, rules, programmes,
budgets, schedules, etc. For example, if profit maximization is the main
aim of the enterprise, derivative plans will include sales maximization,
production maximization, and cost minimization.
d. Derivative plans indicate time schedule and sequence of accomplishing
various tasks.
5. Securing Co-operation
a. After the plans have been determined, it is necessary rather advisable to
take subordinates or those who have to implement these plans into
confidence.
b. The purposes behind taking them into confidence are :1. Subordinates may feel motivated since they are involved in
decision making process.
2. The organization may be able to get valuable suggestions and
improvement in formulation as well as implementation of plans.
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3. Also the employees will be more interested in the execution of
these plans.
6. Follow up/Appraisal of plans
a. After choosing a particular course of action, it is put into action.
b. After the selected plan is implemented, it is important to appraise its
effectiveness.
c. This is done on the basis of feedback or information received from
departments or persons concerned.
d. This enables the management to correct deviations or modify the plan.
e. This step establishes a link between planning and controlling function.
f. The follow up must go side by side the implementation of plans so that in
the light of observations made, future plans can be made more realistic.
Q. Enumerate the characteristics of Planning?
Ans.

Characteristics of Planning

1. Planning is goal-oriented.
a. Planning is made to achieve desired objective of business.
b. The goals established should general acceptance otherwise individual
efforts & energies will go misguided and misdirected.
c. Planning identifies the action that would lead to desired goals quickly &
economically.
d. It provides sense of direction to various activities. E.g. Maruti Udhyog is
trying to capture once again Indian Car Market by launching diesel
models.
2. Planning is looking ahead.
a. Planning is done for future.
b. It requires peeping in future, analyzing it and predicting it.
c. Thus planning is based on forecasting.
d. A plan is a synthesis of forecast.
e. It is a mental predisposition for things to happen in future.
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3. Planning is an intellectual process.
a. Planning is a mental exercise involving creative thinking, sound
judgement and imagination.
b. It is not a mere guesswork but a rotational thinking.
c. A manager can prepare sound plans only if he has sound judgement,
foresight and imagination.
d. Planning is always based on goals, facts and considered estimates.
4. Planning involves choice & decision making.
a. Planning essentially involves choice among various alternatives.
b. Therefore, if there is only one possible course of action, there is no need
planning because there is no choice.
c. Thus, decision making is an integral part of planning.
d. A manager is surrounded by no. of alternatives. He has to pick the best
depending upon requirements & resources of the enterprises.
5. Planning is the primary function of management / Primacy of Planning.
a. Planning lays foundation for other functions of management.
b. It serves as a guide for organizing, staffing, directing and controlling.
c. All the functions of management are performed within the framework of
plans laid out.
d. Therefore planning is the basic or fundamental function of management.
6. Planning is a Continuous Process.
a. Planning is a never ending function due to the dynamic business
environment.
b. Plans are also prepared for specific period f time and at the end of that
period, plans are subjected to revaluation and review in the light of new
requirements and changing conditions.
c. Planning never comes into end till the enterprise exists issues, problems
may keep cropping up and they have to be tackled by planning effectively.
7. Planning is all Pervasive.
a. It is required at all levels of management and in all departments of
enterprise.
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b. Of course, the scope of planning may differ from one level to another.
c. The top level may be more concerned about planning the organization as a
whole whereas the middle level may be more specific in departmental
plans and the lower level plans implementation of the same.
8. Planning is designed for efficiency.
a. Planning leads to accompishment of objectives at the minimum possible
cost.
b. It avoids wastage of resources and ensures adequate and optimum
utilization of resources.
c. A plan is worthless or useless if it does not value the cost incurred on it.
d. Therefore planning must lead to saving of time, effort and money.
e. Planning leads to proper utilization of men, money, materials, methods
and machines.
9. Planning is Flexible.
a. Planning is done for the future.
b. Since future is unpredictable, planning must provide enough room to cope
with the changes in customer’s demand, competition, govt. policies etc.
c. Under changed circumstances, the original plan of action must be revised
and updated to male it more practical.
Q. How is planning beneficial in an Organization?
Ans.
1. Planning facilitates management by objectives.
a. Planning begins with determination of objectives.
b. It highlights the purposes for which various activities are to be undertaken.
c. In fact, it makes objectives more clear and specific.
d. Planning helps in focusing the attention of employees on the objectives or
goals of enterprise.
e. Without planning an organization has no guide.
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f. Planning compels manager to prepare a Blue-print of the courses of action
to be followed for accomplishment of objectives.
g. Therefore, planning brings order and rationality into the organization.
2. Planning minimizes uncertainties.
a. Business is full of uncertainties.
b. There are risks of various types due to uncertainties.
c. Planning helps in reducing uncertainties of future as it involves
anticipation of future events.
d. Although future cannot be predicted with cent percent accuracy but
planning helps management to anticipate future and prepare for risks by
necessary provisions to meet unexpected turn of events.
e. Therefore with the help of planning, uncertainties can be forecasted which
helps in preparing standbys as a result, uncertainties are minimized to a
great extent.
3. Planning facilitates co-ordination.
a. Planning revolves around organizational goals.
b. All activities are directed towards common goals.
c. There is an integrated effort throughout the enterprise in various
departments and groups.
d. It avoids duplication of efforts. In other words, it leads to better coordination.
e. It helps in finding out problems of work performance and aims at
rectifying the same.
4. Planning improves employee’s moral.
a. Planning creates an atmosphere of order and discipline in organization.
b. Employees know in advance what is expected of them and therefore
conformity can be achieved easily.
c. This encourages employees to show their best and also earn reward for the
same.
d. Planning creates a healthy attitude towards work environment which helps
in boosting employees moral and efficiency.
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5. Planning helps in achieving economies.
a. Effective planning secures economy since it leads to orderly allocation
ofresources to various operations.
b. It also facilitates optimum utilization of resources which brings economy
in operations.
c. It also avoids wastage of resources by selecting most appropriate use that
will contribute to the objective of enterprise. For example, raw materials
can be purchased in bulk and transportation cost can be minimized. At the
same time it ensures regular supply for the production department, that is,
overall efficiency.
6. Planning facilitates controlling.
a. Planning facilitates existence of certain planned goals and standard of
performance.
b. It provides basis of controlling.
c. We cannot think of an effective system of controlling without existence of
well thought out plans.
d. Planning provides pre-determined goals against which actual performance
is compared.
e. In fact, planning and controlling are the two sides of a same coin. If
planning is root, controlling is the fruit.
7. Planning provides competitive edge.
a. Planning provides competitive edge to the enterprise over the others which
do not have effective planning. This is because of the fact that planning
may involve changing in work methods, quality, quantity designs,
extension of work, redefining of goals, etc.
b. With the help of forecasting not only the enterprise secures its future but at
the same time it is able to estimate the future motives of it’s competitor
which helps in facing future challenges.
c. Therefore, planning leads to best utilization of possible resources,
improves quality of production and thus the competitive strength of the
enterprise is improved.
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8. Planning encourages innovations.
a. In the process of planning, managers have the opportunities of suggesting
ways and means of improving performance.
b. Planning is basically a decision making function which involves creative
thinking and imagination that ultimately leads to innovation of methods
and operations for growth and prosperity of the enterprise.
Q. What are the drawbacks of planning?

Disadvantages of Planning
Internal Limitations
There are several limitations of planning. Some of them are inherit in the process of
planning like rigidity and other arise due to shortcoming of the techniques of planning
and in the planners themselves.
1. Rigidity
a. Planning has tendency to make administration inflexible.
b. Planning implies prior determination of policies, procedures and
programmes and a strict adherence to them in all circumstances.
c. There is no scope for individual freedom.
d. The development of employees is highly doubted because of which
management might have faced lot of difficulties in future.
e. Planning therefore introduces inelasticity and discourages individual
initiative and experimentation.
2. Misdirected Planning
a. Planning may be used to serve individual interests rather than the interest
of the enterprise.
b. Attempts can be made to influence setting of objectives, formulation of
plans and programmes to suit ones own requirement rather than that of
whole organization.
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c. Machinery of planning can never be freed of bias. Every planner has his
own likes, dislikes, preferences, attitudes and interests which is reflected
in planning.
3. Time consuming
a. Planning is a time consuming process because it involves collection of
information, it’s analysis and interpretation thereof. This entire process
takes a lot of time specially where there are a number of alternatives
available.
b. Therefore planning is not suitable during emergency or crisis when quick
decisions are required.
4. Probability in planning
a. Planning is based on forecasts which are mere estimates about future.
b. These estimates may prove to be inexact due to the uncertainty of future.
c. Any change in the anticipated situation may render plans ineffective.
d. Plans do not always reflect real situations inspite of the sophisticated
techniques of forecasting because future is unpredictable.
e. Thus, excessive reliance on plans may prove to be fatal.
5. False sense of security
a. Elaborate planning may create a false sense of security to the effect that
everything is taken for granted.
b. Managers assume that as long as they work as per plans, it is satisfactory.
c. Therefore they fail to take up timely actions and an opportunity is lost.
d. Employees are more concerned about fulfillment of plan performance
rather than any kind of change.
6. Expensive
a. Collection, analysis and evaluation of different information, facts and
alternatives involves a lot of expense in terms of time, effort and money
b. Accoring to Koontz and O’Donell, ’ Expenses on planning should never
exceed the estimated benefits from planning. ’
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External Limitations of Planning
1. Political Climate- Change of government from Congress to some other political
party, etc.
2. Labour Union- Strikes, lockouts, agitations.
3. Technological changes- Modern techniques and equipments, computerization.
4. Policies of competitors- Eg. Policies of Coca Cola and Pepsi.
5. Natural Calamities- Earthquakes and floods.
6. Changes in demand and prices- Change in fashion, change in tastes, change in
income level, demand falls, price falls, etc.
Q. Explain the different types of plans?
The various types of plans are as follows:
1. Objectives: Objective can be defined as a position where the management wants to
reach in the future. These are the ends which an organization wants to achieve through its
operations. They are measurable in quantitative terms.
2. Strategy: A strategy ia a comprehensive plan to achieve organizational objectives.
Strategy includes following three dimensions:
(a) Determining long term objectives of an organization.
(b) Adopting a suitable course of action.
(c) Allocating the resources which are considered essential for achieving the objectives.
3. Policies: A policy can be defined as a general statement that provides guidelines for
thinking. They act as a guide for managerial actions and decisions in implementing
strategy. A well defined policy helps in solving the complex problems easily. For
example, an organization may have a credit policy, pricing policy on the basis of ehich
objectives are decided and decisions are made.
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4. Procedures: Procedures are routine steps framed to carry out activities. These are
plans which determine the order of any work performance. Procedures are generally
meant for insiders and define the chronological sequence of doing any work for attaining
predetermined objectives.
5. Methods: Methods signify the manner of doing thingsas prescribed by the related
procedures. They simplify various steps of work. They are more specific and limited in
nature.
6. Rules: Rules can be defined as statements that tell us what is to be done & what is not
to be done. Deviations from rules are not permitted unless a policy decision is taken.
They enforce rigidity and there is fine or penalty if they are not followed. For example,
prohibition on sale of tobacco within a certain radius of an educational institution is a rule
to be followed by all.
7. Programmes: Programmes are a solid combination of goals, policies, procedures,
rules, tasks, assignments, steps to be taken, resources to be employed and other elements
necessary to carry out a given course of action.
8. Budget: Budget is a plan in numerical terms which quantifies desired facts & figures.
It is a statement of expected results expressed in quantitative terms.

Chapter – 5

ORGANISING

Q. What is Organising? Explain the process of organising?
Ans. Organizing is the function of management which follows planning. It is a function
in which the synchronization and combination of human, physical and financial resources
takes place. All the three resources are important to get results. Therefore, organizational
function helps in achievement of results which in fact is important for the functioning of
a concern. According to Chester Barnard, “Organizing is a function by which the
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concern is able to define the role positions, the jobs related and the co- ordination
between authority and responsibility. Hence, a manager always has to organize in order
to get results.
A manager performs organizing function with the help of following steps:1. Identification of activities - All the activities which have to be performed in a
concern have to be identified first. For example, preparation of accounts, making
sales, record keeping, quality control, inventory control, etc. All these activities
have to be grouped and classified into units.
2. Departmentally organizing the activities - In this step, the manager tries to
combine and group similar and related activities into units or departments. This
organization of dividing the whole concern into independent units and
departments is called departmentation.
3. Classifying the authority - Once the departments are made, the manager likes to
classify the powers and its extent to the managers. This activity of giving a rank in
order to the managerial positions is called hierarchy. The top management is into
formulation of policies, the middle level management into departmental
supervision and lower level management into supervision of foremen. The
clarification of authority help in bringing efficiency in the running of a concern.
This helps in achieving efficiency in the running of a concern. This helps in
avoiding wastage of time, money, effort, in avoidance of duplication or
overlapping of efforts and this helps in bringing smoothness in a concern’s
working.
4. Co-ordination between authority and responsibility - Relationships are
established among various groups to enable smooth interaction toward the
achievment of the organizational goal. Each individual is made aware of his
authority and he/she knows whom they have to take orders from and to whom
they are accountable and to whom they have to report. A clear organizational
structure is drawn and all the employees are made aware of it.
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Q. List down the importance of organising?
Ans.

Importance of Organising

Specialization - Organizational structure is a network of relationships in which the
work is divided into units and departments. This division of work is helping in bringing
specialization in various activities of concern.
Well defined jobs - Organizational structure helps in putting right men on right job
which can be done by selecting people for various departments according to their
qualifications, skill and experience. This is helping in defining the jobs properly which
clarifies the role of every person.
Clarifies authority - Organizational structure helps in clarifying the role positions to
every manager (status quo). This can be done by clarifying the powers to every manager
and the way he has to exercise those powers should be clarified so that misuse of powers
do not take place. Well defined jobs and responsibilities attached helps in bringing
efficiency into managers working. This helps in increasing productivity.
Co-ordination - Organization is a means of creating co- ordination among different
departments of the enterprise. It creates clear cut relationships among positions and
ensure mutual co- operation among individuals. Harmony of work is brought by higher
level managers exercising their authority over interconnected activities of lower level
manager.
Authority responsibility relationships can be fruitful only when there is a formal
relationship between the two. For smooth running of an organization, the co- ordination
between authority- responsibility is very important. There should be co- ordination
between different relationships. Clarity should be made for having an ultimate
responsibility attached to every authority. There is a saying, “Authority without
responsibility leads to ineffective behaviour and responsibility without authority makes
person ineffective.’’ Therefore, co- ordination of authority- responsibility is very
important.
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Effective administration – The organization structure is helpful in defining the jobs
positions. The roles to be performed by different managers are clarified. Specialization is
achieved through division of work. This all leads to efficient and effective administration.
Growth and diversification - A company’s growth is totally dependant on how
efficiently and smoothly a concern works. Efficiency can be brought about by clarifying
the role positions to the managers, co-ordination between authority and responsibility and
concentrating on specialization. In addition to this, a company can diversify if its
potential grow. This is possible only when the organization structure is well- defined.
This is possible through a set of formal structure.
Sense of security - Organizational structure clarifies the job positions. The roles
assigned to every manager are clear. Co- ordination is possible. Therefore, clarity of
powers helps automatically in increasing mental satisfaction and thereby a sense of
security in a concern. This is very important for job- satisfaction.
Scope for new changes - Where the roles and activities to be performed are clear and
every person gets independence in his working, this provides enough space to a manager
to develop his talents and flourish his knowledge. A manager gets ready for taking
independent decisions which can be a road or path to adoption of new techniques of
production. This scope for bringing new changes into the running of an enterprise is
possible only through a set of organizational structure.
Q. Discuss formal & informal organization?
Ans.

Organizations are basically classified on the basis of relationships. There are two

types of organizations formed on the basis of relationships in an organization
1. Formal Organization - This is one which refers to a structure of well defined
jobs each bearing a measure of authority and responsibility. It is a conscious
determination by which people accomplish goals by adhering to the norms laid
down by the structure. This kind of organization is an arbitrary set up in which
each person is responsible for his performance. Formal organization has a formal
set up to achieve pre- determined goals.
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2. Informal Organization - It refers to a network of personal and social
relationships which spontaneously originates within the formal set up. Informal
organizations develop relationships which are built on likes, dislikes, feelings and
emotions. Therefore, the network of social groups based on friendships can be
called as informal organizations. There is no conscious effort made to have
informal organization. It emerges from the formal organization and it is not based
on any rules and regulations as in case of formal organization.
Q. What is a line organization?
Ans.

Line organization is the oldest and simplest method of administrative

organization. According to this type of organization, the authority flows from top to
bottom in a concern. The line of command is carried out from top to bottom. This is the
reason for calling this organization as scalar organization which means scalar chain of
command is a part and parcel of this type of administrative organization. In this type of
organization, the line of command flows on an even basis without any gaps in
communication and co- ordination taking place.
Features of Line Organization
1. It is the simplest form of organization.
2. Line of authority flows from top to bottom.
3. Specialized and supportive services do not take place in these organization.
4. Unified control by the line officers can be maintained since they can
independently take decisions in their areas and spheres.
5. This kind of organization always helps in bringing efficiency in communication
and bringing stability to a concern.
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Q. What do you mean by ‘delegation of authority’? What are its various elements?
Ans. A manager alone cannot perform all the tasks assigned to him. In order to meet the
targets, the manager should delegate authority. Delegation of Authority means division of
authority and powers downwards to the subordinate. Delegation is about entrusting
someone else to do parts of your job. Delegation of authority can be defined as
subdivision and sub-allocation of powers to the subordinates in order to achieve effective
results.
Elements of Delegation
1. Authority - in context of a business organization, authority can be defined as the
power and right of a person to use and allocate the resources efficiently, to take
decisions and to give orders so as to achieve the organizational objectives.
Authority must be well- defined. All people who have the authority should know
what is the scope of their authority is and they shouldn’t misutilize it. Authority is
the right to give commands, orders and get the things done. The top level
management has greatest authority. Authority always flows from top to bottom. It
explains how a superior gets work done from his subordinate by clearly
explaining what is expected of him and how he should go about it. Authority
should be accompanied with an equal amount of responsibility. Delegating the
authority to someone else doesn’t imply escaping from accountability.
Accountability still rest with the person having the utmost authority.
2. Responsibility - is the duty of the person to complete the task assigned to him. A
person who is given the responsibility should ensure that he accomplishes the
tasks assigned to him. If the tasks for which he was held responsible are not
completed, then he should not give explanations or excuses. Responsibility
without adequate authority leads to discontent and dissatisfaction among the
person. Responsibility flows from bottom to top. The middle level and lower level
management holds more responsibility. The person held responsible for a job is
answerable for it. If he performs the tasks assigned as expected, he is bound for
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praises. While if he doesn’t accomplish tasks assigned as expected, then also he is
answerable for that.
3. Accountability - means giving explanations for any variance in the actual
performance from the expectations set. Accountability can not be delegated. For
example, if ’A’ is given a task with sufficient authority, and ’A’ delegates this
task to B and asks him to ensure that task is done well, responsibility rest with
’B’, but accountability still rest with ’A’. The top level management is most
accountable. Being accountable means being innovative as the person will think
beyond his scope of job. Accountability ,in short, means being answerable for the
end result. Accountability can’t be escaped. It arises from responsibility.
Q. Explain the steps involved in delegation of authority?
Ans.

Delegation of authority is the base of superior-subordinate relationship, it

involves following steps:1. Assignment of Duties – The delegator first tries to define the task and duties to
the subordinate. He also has to define the result expected from the subordinates.
Clarity of duty as well as result expected has to be the first step in delegation.
2. Granting of authority – Subdivision of authority takes place when a superior
divides and shares his authority with the subordinate. It is for this reason, every
subordinate should be given enough independence to carry the task given to him
by his superiors. The managers at all levels delegate authority and power which is
attached to their job positions. The subdivision of powers is very important to get
effective results.
3. Creating Responsibility and Accountability – The delegation process does not
end once powers are granted to the subordinates. They at the same time have to be
obligatory towards the duties assigned to them. Responsibility is said to be the
factor or obligation of an individual to carry out his duties in best of his ability as
per the directions of superior. Responsibility is very important. Therefore, it is
that which gives effectiveness to authority. At the same time, responsibility is
absolute and cannot be shifted. Accountability, on the others hand, is the
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obligation of the individual to carry out his duties as per the standards of
performance. Therefore, it is said that authority is delegated, responsibility is
created and accountability is imposed. Accountability arises out of responsibility
and responsibility arises out of authority. Therefore, it becomes important that
with every authority position an equal and opposite responsibility should be
attached.
Therefore every manager i.e., the delegator has to follow a system to finish up the
delegation process. Equally important is the delegatee’s role which means his
responsibility and accountability is attached with the authority over to here.
Q. Differentiate between authority and responsibility?
Ans.

Differences between Authority and Responsibility

Authority

Responsibility

It is the legal right of a

It is the obligation of subordinate to

person or a superior to

perform the work assigned to him.

command his subordinates.
Authority is attached to the

Responsibility arises out of superior–

position of a superior in

subordinate

concern.

subordinate agrees to carry out duty

relationship

in

which

given to him.
Authority can be delegated

Responsibility cannot be shifted and is

by

absolute

a

superior

to

a

top

to

subordinate
It

flows

from

It flows from bottom to top.

bottom.
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Q. Discuss the term Centralization?
Ans.

Centralization is said to be a process where the concentration of decision making

is in a few hands. All the important decision and actions at the lower level, all subjects
and actions at the lower level are subject to the approval of top management. According
to Allen, “Centralization” is the systematic and consistent reservation of authority at
central points in the organization. The implication of centralization can be :1. Reservation of decision making power at top level.
2. Reservation of operating authority with the middle level managers.
3. Reservation of operation at lower level at the directions of the top level.
Q. What do you mean by Decentralization? List down its implications.
Ans.

Decentralization is a systematic delegation of authority at all levels of

management and in all of the organization. In a decentralization concern, authority in
retained by the top management for taking major decisions and framing policies
concerning the whole concern.
“Decentralization refers to the systematic effort to delegate to the lowest level of
authority except that which can be controlled and exercised at central points.
Implications of Decentralization
1. There are fewer burdens on the Chief Executive as in the case of centralization.
2. In decentralization, the subordinates get a chance to decide and act independently
which develops skills and capabilities. This way the organization is able to
process reserve of talents in it.
3. In decentralization, diversification and horizontal can be easily implanted.
4. In decentralization, concern diversification of activities can place effectively since
there is more scope for creating new departments. Therefore, diversification
growth is of a degree.
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5. In decentralization structure, operations can be coordinated at divisional level
which is not possible in the centralization set up.
6. In the case of decentralization structure, there is greater motivation and morale of
the employees since they get more independence to act and decide.
7. In a decentralization structure, co-ordination to some extent is difficult to
maintain as there are lot many department divisions and authority is delegated to
maximum possible extent, i.e., to the bottom most level delegation reaches.
Centralization and decentralization are the categories by which the pattern of
authority relationships became clear. The degree of centralization and decentralization can be affected by many factors like nature of operation, volume of
profits, number of departments, size of a concern, etc. The larger the size of a
concern, a decentralization set up is suitable in it.
Q. Differentiate between Delegation & Decentralization.
Ans.

Basis

Meaning

Delegation

Decentralization

Managers delegate some of

Right to take decisions is shared by

their function and authority

top management and other level of

to their subordinates.

management.

Scope

of

delegation

is

limited as superior delegates
Scope

the

powers

to

the

subordinates on individual

Scope is wide as the decision making
is shared by the subordinates also.

bases.

Responsibility

Responsibility remains of the

Responsibility is also delegated to

managers and cannot be

subordinates.
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delegated
Freedom is not given to the
Freedom

of

Work

subordinates as they have to
work as per the instructions
of their superiors.

Nature

Need
purpose

Grant

of

Authority

Grant

Responsibility

Degree

Delegation is important in all

Decentralization

concerns whether big or

important in large concerns and it

small. No enterprises can

depends upon the decision made by

work without delegation.

the enterprise, it is not compulsory.

The authority is granted by

Responsibility

cannot

becomes

more

It is a systematic act which takes
place at all levels and at all functions
in a concern.

be

Authority

with

responsibility

is

delegated

delegated to subordinates.

Degree of delegation varies

Decentralization is total by nature. It

from concern to concern and

spreads throughout the organization

department to department.

i.e. at all levels and all functions

Delegation
Process

take decision and to implement it.

enterprise.

one individual to another.

of

by subordinates as they are free to

It is an important decision of an

It is a routine function

on

Freedom to work can be maintained

which

is

explains

a

process
superior

subordinates relationship

It is an outcome which explains
relationship
management

between
and

all

top
other

departments.
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Essentiality

Decentralization

kinds of concerns

function by nature.

Delegation is essential for

Significance

creating the organization

taken back.

of

Action

a

decisions

is

an

optional

policy at the discretion of top

It is considered as a general policy of
top management and is applicable to
all departments.

Very little freedom to the
subordinates

Decentralization

is

management.

Delegated authority can be

Withdrawal

Freedom

Delegation is essential of all

Considerable freedom

Decentralization can be called as extension of delegation. When delegation of authority is
done to the fullest possible extent, it gives use to decentralization.

Chapter – 6

STAFFING

Q. What is Staffing? Explain the nature of staffing function as a separate function of
management.
Ans. “Staffing pertains to recruitment, selection, development and compensation of
subordinates.”
The managerial function of staffing involves manning the organization structure through
proper and effective selection, appraisal and development of the personnels to fill the
roles assigned to the employers/workforce.
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Nature of Staffing Function
1. Staffing is an important managerial function- Staffing function is the most
important managerial act along with planning, organizing, directing and
controlling. The operations of these four functions depend upon the manpower
which is available through staffing function.
2. Staffing is a pervasive activity- As staffing function is carried out by all mangers
and in all types of concerns where business activities are carried out.
3. Staffing is a continuous activity- This is because staffing function continues
throughout the life of an organization due to the transfers and promotions that
take place.
4. The basis of staffing function is efficient management of personnel’s- Human
resources can be efficiently managed by a system or proper procedure, that is,
recruitment,

selection,

placement,

training

and

development,

providing

remuneration, etc.
5. Staffing helps in placing right men at the right job. It can be done effectively
through proper recruitment procedures and then finally selecting the most suitable
candidate as per the job requirements.
6. Staffing is performed by all managers depending upon the nature of business,
size of the company, qualifications and skills of managers etc. In small
companies, the top management generally performs this function. In medium and
small scale enterprise, it is performed especially by the personnel department of
that concern.
Q. What are the steps involved in a staffing process?
Ans.

The steps involved in a staffing process are:

1. Manpower requirements- The very first step in staffing is to plan the manpower
inventory required by a concern in order to match them with the job requirements and
demands. Therefore, it involves forecasting and determining the future manpower needs
of the concern.
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2. Recruitment- Once the requirements are notified, the concern invites and solicits
applications according to the invitations made to the desirable candidates.
3. Selection- This is the screening step of staffing in which the solicited applications are
screened out and suitable candidates are appointed as per the requirements.
4. Orientation and Placement- Once screening takes place, the appointed candidates are
made familiar to the work units and work environment through the orientation
Programmes. Placement takes place by putting right man on the right job.
5. Training and Development- Training is a part of incentives given to the workers in
order to develop and grow them within the concern. Training is generally given according
to the nature of activities and scope of expansion in it. Along with it, the workers are
developed by providing them extra benefits of in-depth knowledge of their functional
areas. Development also includes giving them key and important jobs as a test or
examination in order to analyze their performances.
6. Remuneration- It is a kind of compensation provided monetarily to the employees for
their work performances. This is given according to the nature of job- skilled or
unskilled, physical or mental, etc. Remuneration forms an important monetary incentive
for the employees.
7. Performance Evaluation- In order to keep a track or record of the behavior, attitudes
as well as opinions of the workers towards their jobs. For this regular assessment is done
to evaluate and supervise different work units in a concern. It is basically concerning to
know the development cycle and growth patterns of the employees in a concern.
8. Promotion and transfer- Promotion is said to be a non- monetary incentive in which
the worker is shifted from a higher job demanding bigger responsibilities as well as
shifting the workers and transferring them to different work units and branches of the
same organization.
Q. Explain the types of recruitment?
Ans.

Recruitment is of two types:
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1. Internal Recruitment – is a recruitment which takes place within the concern or
organization. Internal sources of recruitment are readily available to an
organization. Internal sources are primarily three – Transfers, promotions and Reemployment of ex-employees. Re-employment of ex-employees is one of the
internal sources of recruitment in which employees can be invited and appointed
to fill vacancies in the concern.
Internal sources are primarily of three types:
a. Transfers
b. Promotions (through Internal Job Postings) and
c. Re-employment of ex-employees - Re-employment of ex-employees is one of
the internal sources of recruitment in which employees can be invited and
appointed to fill vacancies in the concern. There are situations when exemployees provide unsolicited applications also.
2. External Recruitment – External sources of recruitment have to be solicited
from outside the organization. External sources are external to a concern. But it
involves lot of time and money .The external sources of recruitment include –
Employment

at

employment

factory

agencies,

gate,

advertisements,

educational

institutes,

employment
labour

exchanges,
contractors,

recommendations etc.
a. Employment at Factory Level – This a source of external recruitment in
which the applications for vacancies are presented on bulletin boards
outside the Factory or at the Gate. This kind of recruitment is applicable
generally where factory workers are to be appointed. There are people
who keep on soliciting jobs from one place to another. These applicants
are called as unsolicited applicants. These types of workers apply on their
own for their job. For this kind of recruitment workers have a tendency to
shift from one factory to another and therefore they are called as “badli”
workers.
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b. Advertisement – It is an external source which has got an important place
in recruitment procedure. The biggest advantage of advertisement is that it
covers a wide area of market and scattered applicants can get information
from advertisements. Medium used is Newspapers and Television.
c. Employment Exchanges – There are certain Employment exchanges
which are run by government. Most of the government undertakings and
concerns employ people through such exchanges. Now-a-days recruitment
in government agencies has become compulsory through employment
exchange.
d. Employment Agencies – There are certain professional organizations
which look towards recruitment and employment of people, i.e. these
private agencies run by private individuals supply required manpower to
needy concerns.
e. Educational Institutions – There are certain professional Institutions
which serves as an external source for recruiting fresh graduates from
these institutes. This kind of recruitment done through such educational
institutions, is called as Campus Recruitment. They have special
recruitment cells which helps in providing jobs to fresh candidates.
f. Recommendations – There are certain people who have experience in a
particular area. They enjoy goodwill and a stand in the company. There
are certain vacancies which are filled by recommendations of such people.
The biggest drawback of this source is that the company has to rely totally
on such people which can later on prove to be inefficient.
g. Labour Contractors – These are the specialist people who supply
manpower to the Factory or Manufacturing plants. Through these
contractors, workers are appointed on contract basis, i.e. for a particular
time period. Under conditions when these contractors leave the
organization, such people who are appointed have to also leave the
concern.
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Q. Explain the steps involved in employee selection process?
Ans.

The Employee selection Process takes place in following order-

1. Preliminary Interviews- It is used to eliminate those candidates who do not meet
the minimum eligibility criteria laid down by the organization. The skills,
academic and family background, competencies and interests of the candidate are
examined during preliminary interview. Preliminary interviews are less
formalized and planned than the final interviews. The candidates are given a brief
up about the company and the job profile; and it is also examined how much the
candidate knows about the company. Preliminary interviews are also called
screening interviews.
2. Application blanks- The candidates who clear the preliminary interview are
required to fill application blank. It contains data record of the candidates such as
details about age, qualifications, reason for leaving previous job, experience, etc.
3. Written Tests- Various written tests conducted during selection procedure are
aptitude test, intelligence test, reasoning test, personality test, etc. These tests are
used to objectively assess the potential candidate. They should not be biased.
4. Employment Interviews- It is a one to one interaction between the interviewer
and the potential candidate. It is used to find whether the candidate is best suited
for the required job or not. But such interviews consume time and money both.
Moreover the competencies of the candidate cannot be judged. Such interviews
may be biased at times. Such interviews should be conducted properly. No
distractions should be there in room. There should be an honest communication
between candidate and interviewer.
5. Medical examination- Medical tests are conducted to ensure physical fitness of
the potential employee. It will decrease chances of employee absenteeism.
6. Appointment Letter- A reference check is made about the candidate selected and
then finally he is appointed by giving a formal appointment letter.
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Q. Differentiate between Recruitment & Selection?
Difference between Recruitment and Selection

Basis

Recruitment

Selection

Meaning

It is an activity of establishing

It is a process of picking up

contact between employers and

more competent and suitable

applicants.

employees.

It encourages large number of

It

Candidates for a job.

unsuitable candidates.

Process

It is a simple process.

It is a complicated process.

Hurdles

The candidates have not to cross

Many

over many hurdles.

crossed.

Approach

It is a positive approach.

It is a negative approach.

Sequence

It proceeds selection.

It follows recruitment.

Economy

It is an economical method.

It is an expensive method.

Time

Less time is required.

More time is required.

Objective

attempts

hurdles

at

rejecting

have

to

Consuming
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be

Q. Explain the term Training. Discuss its methods along with its advantages &
disadvantages.
Ans.

Training of employees takes place after orientation takes place. Training is the

process of enhancing the skills, capabilities and knowledge of employees for doing a
particular job. Training process moulds the thinking of employees and leads to quality
performance of employees. It is continuous and never ending in nature.
Methods of Training
Training is generally imparted in two ways:
1. On the job training- On the job training methods are those which are given to
the employees within the everyday working of a concern. It is a simple and costeffective training method. The in proficient as well as semi- proficient employees
can be well trained by using such training method. The employees are trained in
actual working scenario. The motto of such training is “learning by doing.”
Instances of such on-job training methods are job-rotation, coaching, temporary
promotions, etc.
The most common methods of on the job training are:
- Demonstration / instruction; showing the trainee how to do the job
- Coaching - a more intensive method of training that involves a close working
relationship between an experienced employee and the trainee
- Job rotation - where the trainee is given several jobs in succession, to gain experience of
a wide range of activities (e.g. a graduate management trainee might spend periods in
several different departments)
- Projects - employees join a project team - which gives them exposure to other parts of
the business and allow them to take part in new activities. Most successful project teams
are "multi-disciplinary"
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Advantages of on the job training
- Generally more cost effective
- Less disruptive to the business - i.e. employees are not away from work
- Training an employee in their own working environment, with equipment they are
familiar with and people they know can help they gain direct experience to a standard
approved by the employer
- Employees may find that they have more confidence if they are supervised and guided
as they feel they are doing the job right
- Employees may feel more at ease being taught or supervised by people they know
rather than complete strangers at an external training course
- Managers or supervisors can assess improvement and progress over a period of time and
this makes it easier to identify a problem intervene and resolve problems quickly
- On the job training is also productive, as the employee is still working as they are
learning
- As training progresses and the employee begins to feel more confident, this confidence
would allow them to work at a higher standard and ultimately be more productive
- Training "on-the-job" provides an opportunity to get to know staff they might not
normally talk to
Disadvantages of on the job training
- Teaching or coaching is a specialist skill in itself; unless the trainer has the skills and
knowledge to train, this would mean that the training will not be done to a sufficient
standard
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- The trainer may not be given the time to spend with the employee to teach them
properly, which would mean substandard training has been achieved and learning has
only been half done
- The trainer may posses bad habits and pass these on to the trainee

2. Off the job training- Off the job training methods are those in which training is
provided away from the actual working condition. It is generally used in case of
new employees. Instances of off the job training methods are workshops,
seminars, conferences, etc. Such method is costly and is effective if and only if
large number of employees have to be trained within a short time period. Off the
job training is also called as vestibule training,i.e., the employees are trained in a
separate area( may be a hall, entrance, reception area,etc. known as a vestibule)
where the actual working conditions are duplicated.
The main types of off the job training courses are:
- Day release (where the employee takes time out from normal working hours to attend a
local college or training centre)
- Distance learning / evening classes
- Revision courses (e.g. in the accountancy profession, student employees are given
blocks of around 5-6 weeks off on pre-exam courses)
- Block release courses - which may involve several weeks at a local college
- Sandwich courses - where the employee spends a longer period of time at college (e.g.
six months) before returning to work
- Sponsored courses in higher education
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- Self-study, computer-based training (an increasingly popular option - given that
attendance at external courses can involve heavy cost)
Advantages of off-the-job training:
- Use of specialist trainers and accommodation
- Employee can focus on the training - and not be distracted by work
- Opportunity to mix with employees from other businesses
Disadvantages of off-the-job training:
- Employee needs to be motivated to learn
- May not be directly relevant to the employee's job
- Costs (transport, course fees, examination fees, materials, accommodation)
Q. Enumerate the importance of training.
Ans.

The benefits of training can be summed up as:

1. Improves morale of employees- Training helps the employee to get job security
and job satisfaction. The more satisfied the employee is and the greater is his
morale, the more he will contribute to organizational success and the lesser will
be employee absenteeism and turnover.
2. Less supervision- A well trained employee will be well acquainted with the job
and will need less of supervision. Thus, there will be less wastage of time and
efforts.
3. Fewer accidents- Errors are likely to occur if the employees lack knowledge and
skills required for doing a particular job. The more trained an employee is, the
less are the chances of committing accidents in job and the more proficient the
employee becomes.
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4. Chances of promotion- Employees acquire skills and efficiency during training.
They become more eligible for promotion. They become an asset for the
organization.
5. Increased productivity- Training improves efficiency and productivity of
employees. Well trained employees show both quantity and quality performance.

CHAPTER – 7 DIRECTING
Q. Explain directing as a function of management. List down its characteristics.
Ans. DIRECTING is said to be a process in which the managers instruct, guide and
oversee the performance of the workers to achieve predetermined goals. Directing is said
to be the heart of management process. Planning, organizing, staffing have got no
importance if direction function does not take place.
Direction has got following characteristics:
1. Pervasive Function - Directing is required at all levels of organization. Every
manager provides guidance and inspiration to his subordinates.
2. Continuous Activity - Direction is a continuous activity as it continuous
throughout the life of organization.
3. Human Factor - Directing function is related to subordinates and therefore it is
related to human factor. Since human factor is complex and behaviour is
unpredictable, direction function becomes important.
4. Creative Activity - Direction function helps in converting plans into
performance. Without this function, people become inactive and physical
resources are meaningless.
5. Executive Function - Direction function is carried out by all managers and
executives at all levels throughout the working of an enterprise, a subordinate
receives instructions from his superior only.
6. Delegate Function - Direction is supposed to be a function dealing with human
beings. Human behaviour is unpredictable by nature and conditioning the
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people’s behaviour towards the goals of the enterprise is what the executive does
in this function. Therefore, it is termed as having delicacy in it to tackle human
behaviour.
Q. What is the importance of directing?
Ans.

Directing or Direction function is said to be the heart of management of process

and therefore, is the central point around which accomplishment of goals take place. A
few philosophers call Direction as “Life spark of an enterprise”. It is also called as on
actuating function of management because it is through direction that the operation of an
enterprise actually starts. Being the central character of enterprise, it provides many
benefits to a concern which are as follows:1. It Initiates Actions – Directions is the function which is the starting point of the
work performance of subordinates. It is from this function the action takes place,
subordinates understand their jobs and do according to the instructions laid.
Whatever are plans laid, can be implemented only once the actual work starts. It is
there that direction becomes beneficial.
2. It Ingrates Efforts – Through direction, the superiors are able to guide, inspire
and instruct the subordinates to work. For this, efforts of every individual towards
accomplishment of goals are required. It is through direction the efforts of every
department can be related and integrated with others. This can be done through
persuasive leadership and effective communication. Integration of efforts bring
effectiveness and stability in a concern.
3. Means of Motivation – Direction function helps in achievement of goals. A
manager makes use of the element of motivation here to improve the
performances of subordinates. This can be done by providing incentives or
compensation, whether monetary or non – monetary, which serves as a “Morale
booster” to the subordinates Motivation is also helpful for the subordinates to give
the best of their abilities which ultimately helps in growth.
4. It Provides Stability – Stability and balance in concern becomes very important
for long term sun survival in the market. This can be brought upon by the
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managers with the help of four tools or elements of direction function – judicious
blend of persuasive leadership, effective communication, strict supervision and
efficient motivation. Stability is very important since that is an index of growth of
an enterprise. Therefore a manager can use of all the four traits in him so that
performance standards can be maintained.
5. Coping up with the changes – It is a human behaviour that human beings show
resistance to change. Adaptability with changing environment helps in sustaining
planned growth and becoming a market leader. It is directing function which is of
use to meet with changes in environment, both internal as external. Effective
communication helps in coping up with the changes. It is the role of manager here
to communicate the nature and contents of changes very clearly to the
subordinates. This helps in clarifications, easy adaptions and smooth running of
an enterprise. For example, if a concern shifts from handlooms to powerlooms, an
important change in technique of production takes place. The resulting factors are
less of manpower and more of machinery. This can be resisted by the
subordinates. The manager here can explain that the change was in the benefit of
the subordinates. Through more mechanization, production increases and thereby
the profits. Indirectly, the subordinates are benefited out of that in form of higher
remuneration.
6. Efficient Utilization of Resources – Direction finance helps in clarifying the role
of every subordinate towards his work. The resources can be utilized properly
only when less of wastages, duplication of efforts, overlapping of performances,
etc. don’t take place. Through direction, the role of subordinates become clear as
manager makes use of his supervisory, the guidance, the instructions and
motivation skill to inspire the subordinates. This helps in maximum possible
utilization of resources of men, machine, materials and money which helps in
reducing costs and increasing profits.
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Q. ‘Supervision is an important element of directing function’. Give reasons in
support of this statement.
Ans. Supervisor has got an important role to play in factory management. Supervision
means overseeing the subordinates at work at the factory level. The supervisor is a part of
the management team and he holds the designation of first line managers. He is a person
who has to perform many functions which helps in achieving productivity. Therefore,
supervisor can be called as the only manager who has an important role at execution
level.
A supervisor plays multiple role at one time like –
1. As a Planner - A supervisor has to plan the daily work schedules in the factory.
At the same time he has to divide the work to various workers according to their
abilities.
2. As a Manager - It is righty said that a supervisor is a part of the management
team of an enterprise. He is ,in fact, an operative manager.
3. As a Guide and Leader - A factory supervisor leads the workers by guiding them
the way of perform their daily tasks. In fact, he plays a role of an inspirer by
telling them.
4. As a Mediator - A Supervisor is called a linking pin between management and
workers. He is the spokesperson of management as well as worker.
5. As an Inspector - An important role of supervisor is to enforce discipline in the
factory. For this, the work includes checking progress of work against the time
schedule, recording the work performances at regular intervals and reporting the
deviations if any from those. He can also frame rules and regulations which have
to be followed by workers during their work.
6. As a Counselor - A supervisor plays the role of a counselor to the worker’s
problem. He has to perform this role in order to build good relations and cooperation from workers. This can be done not only by listening to the grievances
but also handling the grievances and satisfying the workers.
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Therefore, we can say that effective and efficient supervision helps in serving better work
performance, building good human relations, creating a congenial and co-operative
environment. This all helps in increasing productivity.
Q. Explain the six principles of directing?
Ans.

Following are the main principles of directing:

1. Maximum Individual contribution: According to this principle, various techniques
of directing must help each other and every individual in an organization to make him
contribute his full efforts for the attainment of organizational goals.
2. Harmony of Objectives: Sometimes, certain individual objectives of employees
appear to be in a conflict with organizational objectives. Thus, directing should ensure
harmony of objectives by making the employees realize that their rewards are directly
related to their efficiency and the consequent production levels etc.
3. Unity of command: One subordinate should receive instructions only from one
superior. If a subordinate is made to receive instructions from more than one superior
there would be confusion, chaos and disorder in the organization.
4. Use of informal organization: An informal organization exists within every formal
organization. According to this principle, a manager should make use of informal
organization too for effective directing.
5. Leadership: A manager should act as a leader, while directing, in order to influence
the subordinates in a positive manner without causing any dissatisfaction among them.
6. Follow Through: Only giving instructions to subordinate is not enough. A manger
should also review regularly , as to whether the instructions at=re being followed or not.
He should make necessary changes in the directions, if the subordinates have faced any
problem while implementing them.
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Q. Define motivation and explain its main features.
Ans.

Motivation is the word derived from the word ’motive’ which means needs,

desires, wants or drives within the individuals. It is the process of stimulating people to
actions to accomplish the goals. In the work goal context the psychological factors
stimulating the people’s behaviour can be •

desire for money

•

success

•

recognition

•

job-satisfaction

•

team work, etc

Following are the main features of motivation:
•

Internal feeling

•

Goal directed behavior

•

Both positive & negative

•

Complex process

Q. Explain the different kinds of motivation?
Ans.
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Q. Discuss Maslow’s need hierarchy theory.
Ans.

Human behavior is goal-directed. Motivation cause goal-directed behaviour. It is

through motivation that needs can be handled and tackled purposely. This can be
understood by understanding the hierarchy of needs by manager. The needs of individual
serves as a driving force in human behaviour. Therefore, a manager must understand the
“hierarchy of needs”. Maslow has proposed “The Need Hierarchy Model”.
The needs have been classified into the following in order:
1. Physiological needs- These are the basic needs of an individual which includes
food, clothing, shelter, air, water, etc. These needs relate to the survival and
maintenance of human life.
2. Safety needs- These needs are also important for human beings. Everybody wants
job security, protection against danger, safety of property, etc.
3. Social needs- These needs emerge from society. Man is a social animal. These
needs become important. For example- love, affection, belongingness, friendship,
conversation, etc.
4. Esteem needs- These needs relate to desire for self-respect, recognition and
respect from others.
5. Self-actualization needs- These are the needs of the highest order and these
needs are found in those person whose previous four needs are satisfied. This will
include need for social service, meditation.
Q. Enumerate the types of incentives.
Ans.

Types of Incentives

1. Monetary incentives- Those incentives which satisfy the subordinates by providing
them rewards in terms of rupees. Money has been recognized as a chief source of
satisfying the needs of people. Money is also helpful to satisfy the social needs by
possessing various material items. Therefore, money not only satisfies psychological
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needs but also the security and social needs. Therefore, in many factories, various wage
plans and bonus schemes are introduced to motivate and stimulate the people to work.
2. Non-monetary incentives- Besides the monetary incentives, there are certain nonfinancial incentives which can satisfy the ego and self- actualization needs of employees.
The incentives which cannot be measured in terms of money are under the category of
“Non- monetary incentives”. Whenever a manager has to satisfy the psychological needs
of the subordinates, he makes use of non-financial incentives. Non- financial incentives
can be of the following types:a. Security of service- Job security is an incentive which provides great motivation
to employees. If his job is secured, he will put maximum efforts to achieve the
objectives of the enterprise. This also helps since he is very far off from mental
tension and he can give his best to the enterprise.
b. Praise or recognition- The praise or recognition is another non- financial
incentive which satisfies the ego needs of the employees. Sometimes praise
becomes more effective than any other incentive. The employees will respond
more to praise and try to give the best of their abilities to a concern.
c. Suggestion scheme- The organization should look forward to taking suggestions
and inviting suggestion schemes from the subordinates. This inculcates a spirit of
participation in the employees. This can be done by publishing various articles
written by employees to improve the work environment which can be published in
various magazines of the company. This also is helpful to motivate the employees
to feel important and they can also be in search for innovative methods which can
be applied for better work methods. This ultimately helps in growing a concern
and adapting new methods of operations.
d. Job enrichment- Job enrichment is another non- monetary incentive in which the
job of a worker can be enriched. This can be done by increasing his
responsibilities, giving him an important designation, increasing the content and
nature of the work. This way efficient worker can get challenging jobs in which
they can prove their worth. This also helps in the greatest motivation of the
efficient employees.
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e. Promotion opportunities- Promotion is an effective tool to increase the spirit to
work in a concern. If the employees are provided opportunities for the
advancement and growth, they feel satisfied and contented and they become more
committed to the organization.
The above non- financial tools can be framed effectively by giving due concentration to
the role of employees. A combination of financial and non- financial incentives help
together in bringing motivation and zeal to work in a concern.
Q. Explain the term ‘leadership’. Explain briefly any few qualities of a good leader.
Ans.

“Leadership is the ability to persuade others to seek defined objectives

enthusiastically. It is the human factor which binds a group together and motivates it
towards goals.”
Leadership is the potential to influence behaviour of others. It is also defined as the
capacity to influence a group towards the realization of a goal. Leaders are required to
develop future visions, and to motivate the organizational members to want to achieve the
visions.
A leader has got multidimensional traits in him which makes him appealing and effective
in behavior. The following are the requisites to be present in a good leader:
1. Physical appearance- A leader must have a pleasing appearance. Physique and
health are very important for a good leader.
2. Vision and foresight- A leader cannot maintain influence unless he exhibits that
he is forward looking. He has to visualize situations and thereby has to frame
logical Programmes.
3. Intelligence- A leader should be intelligent enough to examine problems and
difficult situations. He should be analytical who weighs pros and cons and then
summarizes the situation. Therefore, a positive bent of mind and mature outlook
is very important.
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4. Communicative skills- A leader must be able to communicate the policies and
procedures clearly, precisely and effectively. This can be helpful in persuasion
and stimulation.
5. Objective- A leader has to be having a fair outlook which is free from bias and
which does not reflects his willingness towards a particular individual. He should
develop his own opinion and should base his judgment on facts and logic.
6. Knowledge of work- A leader should be very precisely knowing the nature of
work of his subordinates because it is then he can win the trust and confidence of
his subordinates.
7. Sense of responsibility- Responsibility and accountability towards an
individual’s work is very important to bring a sense of influence. A leader must
have a sense of responsibility towards organizational goals because only then he
can get maximum of capabilities exploited in a real sense. For this, he has to
motivate himself and arouse and urge to give best of his abilities. Only then he
can motivate the subordinates to the best.
8. Self-confidence and will-power- Confidence in him is important to earn the
confidence of the subordinates. He should be trustworthy and should handle the
situations with full will power. (You can read more about Self-Confidence at :
Self Confidence - Tips to be Confident and Eliminate Your Apprehensions).
9. Humanist-This trait to be present in a leader is essential because he deals with
human beings and is in personal contact with them. He has to handle the personal
problems of his subordinates with great care and attention. Therefore, treating the
human beings on humanitarian grounds is essential for building a congenial
environment.
10. Empathy- It is an old adage “Stepping into the shoes of others”. This is very
important because fair judgment and objectivity comes only then. A leader should
understand the problems and complaints of employees and should also have a
complete view of the needs and aspirations of the employees. This helps in
improving human relations and personal contacts with the employees.
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Q. ‘Leadership is considered as the most important element of the directing function
of management.’ In the light of this statement, explain the importance of leadership.
Ans. Leadership is an important function of management which helps to maximize
efficiency and to achieve organizational goals. The following points justify the
importance of leadership in a concern.
1. Initiates action- Leader is a person who starts the work by communicating the
policies and plans to the subordinates from where the work actually starts.
2. Motivation- A leader proves to be playing an incentive role in the concern’s
working. He motivates the employees with economic and non-economic rewards
and thereby gets the work from the subordinates.
3. Providing guidance- A leader has to not only supervise but also play a guiding
role for the subordinates. Guidance here means instructing the subordinates the
way they have to perform their work effectively and efficiently.
4. Creating confidence- Confidence is an important factor which can be achieved
through expressing the work efforts to the subordinates, explaining them clearly
their role and giving them guidelines to achieve the goals effectively. It is also
important to hear the employees with regards to their complaints and problems.
5. Building morale- Morale denotes willing co-operation of the employees towards
their work and getting them into confidence and winning their trust. A leader can
be a morale booster by achieving full co-operation so that they perform with best
of their abilities as they work to achieve goals.
6. Builds work environment- Management is getting things done from people. An
efficient work environment helps in sound and stable growth. Therefore, human
relations should be kept into mind by a leader. He should have personal contacts
with employees and should listen to their problems and solve them. He should
treat employees on humanitarian terms.
7. Co-ordination- Co-ordination can be achieved through reconciling personal
interests with organizational goals. This synchronization can be achieved through
proper and effective co-ordination which should be primary motive of a leader.
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Q. Differentiate between Manager & a Leader.
Ans.

Leaders and Managers can be compared on the following basis:

Basis

Origin

Manager

Leader

A person becomes a manager

A person becomes a leader on

by virtue of his position.

basis of his personal qualities.

Manager has got formal rights
Formal Rights

in an organization because of
his status.

Followers

Functions

Necessity

Stability
Mutual
Relationship

Accountability

The

subordinates

are

the

Rights are not available to a
leader.

The group of employees whom

followers of managers.

the leaders leads are his followers.

A manager performs all five

Leader influences people to work

functions of management.

willingly for group objectives.

A manager is very essential to a
concern.

A leader is required to create
cordial relation between person
working in and for organization.

It is more stable.

Leadership is temporary.

All managers are leaders.

All leaders are not managers.

Manager is accountable for self

Leaders have no well defined

and subordinates behaviour and

accountability.
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performance.

Concern

Followers

A

manager’s

concern

is

organizational goals.
People

follow

and member’s satisfaction.

manager

by

virtue of job description.
A manager can continue in

Role

office till he performs his duties

continuation

satisfactorily

in

congruence

with organizational goals.

Manager has command over
Sanctions

allocation and distribution of
sanctions.

A leader’s concern is group goals

People follow them on voluntary
basis.

A leader can maintain his position
only through day to day wishes of
followers.

A leader has command over
different sanctions and related
task records. These sanctions are
essentially of informal nature.

Q. Explain the process of communication.
Ans. Communication is the process by which information is transmitted between
individual or organizational so that an understanding respond result.
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Feedback

NOISE
Distortion
Sender
has
idea/s

Sender
encodes
messag

Distortion Receiver

Medium

decodes
message

Receiver
“understand
s”

Additional
Feedback
Q. Describe the different elements of communication.

Ans.

The different elements of communication are as under:

a) Sender: He is the person who sends his ideas to another person. For
example, if a manager informs his subordinates about the introduction of a
new product, he is the sender.
b) Message: The idea, feeling, suggestions, guidelines, orders or any content
which is to be communicated is message.
c) Encoding: It is the process of converting the idea, thinking or any other
component of message into symbols, words, actions, diagram etc.
d) Media: It is the medium, passage or route through which encoded message
is passed by the sender to the receiver.
e) Decoding: It means translating the encoded message into language
understandable by the receiver.
f) Receiver: He is the person to whom the message has been sent.
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g) Feedback: It is the response by the receiver. It marks the completion of the
communication process.
h) Noise: It is the hindrance in the process of communication. It can take
place at any step in the entire process. It reduces the accuracy of
communication.

Q. List down few barriers to effective communication.

Ans.

Barriers to Effective Communication

Encoding Barriers. The process of selecting and organizing symbols to represent a
message requires skill and knowledge. Obstacles listed below can interfere with an
effective message.
1. Lack of Sensitivity to Receiver. A breakdown in communication may result when a
message is not adapted to its receiver. Recognizing the receiver’s needs, status,
knowledge of the subject, and language skills assists the sender in preparing a
successful message. If a customer is angry, for example, an effective response may be
just to listen to the person vent for awhile.
2. Lack of Basic Communication Skills. The receiver is less likely to understand the
message if the sender has trouble choosing the precise words needed and arranging
those words in a grammatically-correct sentence.
3. Insufficient Knowledge of the Subject. If the sender lacks specific information
about something, the receiver will likely receive an unclear or mixed message. Have
you shopped for an item such as a computer, and experienced how some salespeople
can explain complicated terms and ideas in a simple way? Others cannot.
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4. Information Overload. If you receive a message with too much information, you
may tend to put up a barrier because the amount of information is coming so fast that
you may have difficulty comfortably interpreting that information. If you are selling an
item with twenty-five terrific features, pick two or three important features to
emphasize instead of overwhelming your receiver (ho-hum) with an information
avalanche.
5. Emotional Interference. An emotional individual may not be able to communicate
well. If someone is angry, hostile, resentful, joyful, or fearful, that person may be too
preoccupied with emotions to receive the intended message. If you don’t like someone,
for example, you may have trouble “hearing” them.
Transmitting Barriers: Things that get in the way of message transmission are
sometimes called “noise.” Communication may be difficult because of noise and some
of these problems:
1. Physical Distractions. A bad cellular phone line or a noisy restaurant can destroy
communication. If an E-mail message or letter is not formatted properly, or if it
contains grammatical and spelling errors, the receiver may not be able to concentrate on
the message because the physical appearance of the letter or E-mail is sloppy and
unprofessional.
2. Conflicting Messages. Messages that cause a conflict in perception for the receiver
may result in incomplete communication. For example, if a person constantly uses
jargon or slang to communicate with someone from another country who has never
heard such expressions, mixed messages are sure to result. Another example of
conflicting messages might be if a supervisor requests a report immediately without
giving the report writer enough time to gather the proper information. Does the report
writer emphasize speed in writing the report, or accuracy in gathering the data?
3. Channel Barriers.

If the sender chooses an inappropriate channel of

communication, communication may cease. Detailed instructions presented over the
telephone, for example, may be frustrating for both communicators. If you are on a
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computer technical support help line discussing a problem, it would be helpful for you
to be sitting in front of a computer, as opposed to taking notes from the support staff
and then returning to your computer station.
4. Long Communication Chain. The longer the communication chain, the greater the
chance for error. If a message is passed through too many receivers, the message often
becomes distorted. If a person starts a message at one end of a communication chain of
ten people, for example, the message that eventually returns is usually liberally altered.
Decoding Barriers. The communication cycle may break down at the receiving end for
some of these reasons:
1. Lack of Interest. If a message reaches a reader who is not interested in the message,
the reader may read the message hurriedly or listen to the message carelessly.
Miscommunication may result in both cases.
2. Lack of Knowledge. If a receiver is unable to understand a message filled with
technical information, communication will break down. Unless a computer user knows
something about the Windows environment, for example, the user may have difficulty
organizing files if given technical instructions.
3. Lack of Communication Skills. Those who have weak reading and listening skills
make ineffective receivers. On the other hand, those who have a good professional
vocabulary and who concentrate on listening, have less trouble hearing and interpreting
good communication. Many people tune out who is talking and mentally rehearse what
they are going to say in return. We’ll see some techniques for improving listening skills
in Chapter 2.
4. Emotional Distractions. If emotions interfere with the creation and transmission of a
message, they can also disrupt reception. If you receive a report from your supervisor
regarding proposed changes in work procedures and you do not particularly like your
supervisor, you may have trouble even reading the report objectively. You may read, not
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objectively, but to find fault. You may misinterpret words and read negative impressions
between the lines. Consequently, you are likely to misunderstand part or all of the report.
5. Physical Distractions. If a receiver of a communication works in an area with bright
lights, glare on computer screens, loud noises, excessively hot or cold work spaces, or
physical ailments, that receiver will probably experience communication breakdowns on
a regular basis.
Responding Barriers— The communication cycle may be broken if feedback is
unsuccessful.
1. No Provision for Feedback. Since communication is a two-way process, the sender
must search for a means of getting a response from the receiver. If a team leader does not
permit any interruptions nor questions while discussing projects, he may find that team
members may not completely understand what they are to do. Face-to-face oral
communication is considered the best type of communication since feedback can be both
verbal and nonverbal. When two communicators are separated, care must be taken to ask
for meaningful feedback.
2. Inadequate Feedback. Delayed or judgmental feedback can interfere with good
communication. If your supervisor gives you instructions in long, compound-complex
sentences without giving you a chance to speak, you may pretend to understand the
instructions just so you can leave the stress of the conversation. Because you may have
not fully understood the intended instructions, your performance may suffer.

CHAPTER – 8 CONTROLLING
Q. What is meant by controlling? Explain any five features of controlling.

Ans.

“Controlling is a systematic exercise which is called as a process of checking

actual performance against the standards or plans with a view to ensure adequate progress
and also recording such experience as is gained as a contribution to possible future
needs.”
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Features of Controlling Function
Following are the characteristics of controlling function of management1. Controlling is an end function- A function which comes once the performances
are made in conformities with plans.
2. Controlling is a pervasive function- which means it is performed by managers at
all levels and in all type of concerns.
3. Controlling is forward looking- because effective control is not possible without
past being controlled. Controlling always looks to future so that follow-up can be
made whenever required.
4. Controlling is a dynamic process- since controlling requires taking reviewable
methods, changes have to be made wherever possible.
5. Controlling is related with planning- Planning and Controlling are two
inseparable functions of management. Without planning, controlling is a
meaningless exercise and without controlling, planning is useless. Planning
presupposes controlling and controlling succeeds planning.
Q. Explain the steps involved in the process of controlling.
Ans. Controlling as a management function involves following steps:
1. Establishment of standards- Standards are the plans or the targets which have to
be achieved in the course of business function. They can also be called as the
criterions for judging the performance. Standards generally are classified into
twoa. Measurable or tangible – Those standards which can be measured and
expressed are called as measurable standards. They can be in form of cost,
output, expenditure, time, profit, etc.
b. Non-measurable or intangible- There are standards which cannot be
measured monetarily. For example- performance of a manager, deviation
of workers, their attitudes towards a concern. These are called as
intangible standards.
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Controlling becomes easy through establishment of these standards because
controlling is exercised on the basis of these standards.
2. Measurement of performance- The second major step in controlling is to
measure the performance. Finding out deviations becomes easy through
measuring the actual performance. Performance levels are sometimes easy to
measure and sometimes difficult. Measurement of tangible standards is easy as it
can be expressed in units, cost, money terms, etc. Quantitative measurement
becomes difficult when performance of manager has to be measured. Performance
of a manager cannot be measured in quantities. It can be measured only bya. Attitude of the workers,
b. Their morale to work,
c. The development in the attitudes regarding the physical environment, and
d. Their communication with the superiors.
It is also sometimes done through various reports like weekly, monthly, quarterly,
yearly reports.
3. Comparison of actual and standard performance- Comparison of actual
performance with the planned targets is very important. Deviation can be defined
as the gap between actual performance and the planned targets. The manager has
to find out two things here- extent of deviation and cause of deviation. Extent of
deviation means that the manager has to find out whether the deviation is positive
or negative or whether the actual performance is in conformity with the planned
performance. The managers have to exercise control by exception. He has to find
out those deviations which are critical and important for business. Minor
deviations have to be ignored. Major deviations like replacement of machinery,
appointment of workers, quality of raw material, rate of profits, etc. should be
looked upon consciously. Therefore it is said, “ If a manager controls everything,
he ends up controlling nothing.” For example, if stationery charges increase by a
minor 5 to 10%, it can be called as a minor deviation. On the other hand, if
monthly production decreases continuously, it is called as major deviation.
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Once the deviation is identified, a manager has to think about various cause which
has led to deviation. The causes can bea. Erroneous planning,
b. Co-ordination loosens,
c. Implementation of plans is defective, and
d. Supervision and communication is ineffective, etc.
4. Taking remedial actions- Once the causes and extent of deviations are known,
the manager has to detect those errors and take remedial measures for it. There are
two alternatives herea. Taking corrective measures for deviations which have occurred; and
b. After taking the corrective measures, if the actual performance is not in
conformity with plans, the manager can revise the targets. It is here the
controlling process comes to an end. Follow up is an important step
because it is only through taking corrective measures, a manager can
exercise controlling.
Q. Describe the relationship between planning and controlling.
Ans. Planning and controlling are two separate functions of management, yet they are
closely related. The scope of activities if both is overlapping to each other. Without the
basis of planning, controlling activities becomes baseless and without controlling,
planning becomes a meaningless exercise. In absence of controlling, no purpose can be
served by. Therefore, planning and controlling reinforce each other. According to Billy
Goetz, “Relationship between the two can be summarized in the following points
1. Planning precedes controlling and controlling succeeds planning.
2. Planning and controlling are inseparable functions of management.
3. Activities are put on rails by planning and they are kept at right place through
controlling.
4. The process of planning and controlling works on Systems Approach which is as
follows :
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Planning

→

Results

→

Corrective Action

5. Planning and controlling are integral parts of an organization as both are
important for smooth running of an enterprise.
6. Planning and controlling reinforce each other. Each drives the other function of
management.
In the present dynamic environment which affects the organization, the strong
relationship between the two is very critical and important. In the present day
environment, it is quite likely that planning fails due to some unforeseen events. There
controlling comes to the rescue. Once controlling is done effectively, it give us stimulus
to make better plans. Therefore, planning and controlling are inseperate functions of a
business enterprise.
Q. Explain the limitations of managerial control.

Ans. Following are the limitations of managerial control:

a) Difficulty in setting quantitative standards
It becomes very difficult to compare actual performance with the predetermined
standards if these standards are not expressed in quantitative terms especially in areas
of job satisfaction, human behavior and employee morale.

b) No control on external factors
An organization fails to have control on external factors like changes in government
and competitors policies, technological changes, changes in tastes of consumers etc.

c) Costly affair
Controlling involves a lot of expenditure, time and effort; thus it is a costly affair .

d) Resistance from employees
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Often employees resist the control systems as they consider them as curbs to their
freedom.

Q. List down the benefits of controlling in the process of management.

Ans.

Controlling has the following benefits:

a) Helps in achieving organizational goals
b) Judging accuracy of standards
c) Making efficient use of resources
d) Improves Employee’s motivation
e) Facilitating Coordination in action
f) Ensuring order and discipline

CHAPTER – 9 BUSINESS FINANCE
Q. Define financial management. Explain in brief the objectives of financial
management.

Ans. Financial management may be defined as management of flow of funds. It includes
any decision made by a business enterprise that affects its finances. It is related to
optimum acquisition and allocation of funds for achieving organizational objectives.

Objectives of Financial Management are as follows:

(i)

Wealth Maximization: Financial management aims procuring funds at
reasonable cost and maximizing wealth of the qwners of the company
i.e. of the shareholders.

(ii)

Profit Maximization: Financial management aims at maximization of
profits through optimum utilization of finance.
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(iii)

Efficient utilization of Resources: Financial management aims at
reducing the cost and maximizing benefits by using resources
efficiently.

(iv)

Meeting Financial Commitments: the aim of financial management is
to meet financial commitments like payment of regular interst on long
term borrowings & repayment of loans etc.

Q. WHAT IS OPERATING CYCLE FOR WORKING CAPITAL?

Ans.

The operating cycle is the length of time between the company’s outlay on raw

materials, wages and other expenditures and the inflow of cash from the sale of the
goods. In a manufacturing business, operating cycle is the average time that raw materials
remain in stock less the period of credit taken from suppliers, plus the time taken for
producing the goods, plus the time goods remain in finished inventory, plus the time
taken by customers to pay for the goods.

Operating cycle concept is important for management of cash and management of
working capital because the longer the operating cycle the more financial resources the
company needs. Therefore, the management has to remain cautious that the operating
cycle should not become too long.

The stages of operating cycle could be depicted through the figure given:
CASH (Ultimate Stage)
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Sundry Debtors

Stage

Raw materials

I

(Period of credit

(Period of Turnover

taken by customers)

of raw material stock)

Stage
II
Stage
IV

Stage III
Staiiiuiii
Finished goods

Work-in-progress

(Period of turnover

(Period in production)

of finished goods)

The above figure would reveal that operating cycle is the time that elapses between the
cash outlay and the cash realization by the sale of finished goods and realization of
sundry debtors. Thus cash used in productive activity, often some times comes back from
the operating cycle of the activity. The length of operating cycle of an enterprise is the
sum of these four individual stages i.e. components of time.

Q. Explain briefly the decisions taken in financial management.

Ans.

There are three important decisions taken in financial management:
(i)

Investment decision
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It involves allocation of resources or capital to various investment proposals. Investment
decision related to short term is known as working capital decision. Long term decisions
are referred to as capital budgeting. The factors affecting investment decisions are as
follows:
•

Cash flow of the Project

•

Return on investment

•

Risk involved

•

Investment Criteria

(ii)

Finance decision

This decision is related to how much of funds to be raised and from which source etc.
The pros and cons of different sources are ascertained and best combination of various
sources viz. shares, loans, debentures etc. is determined.
The factors affecting financing decisions are as follows:
•

Cost

•

Risk

•

Cash Flow position

•

Control consideration

•

Flotation Cost

•

Fixed operating Cost

•

State of Capital Market

(iii)

Dividend decision

This decision is related to the appropriation of earned profits. The part of profits retained
in the business, known as retained earnings, is recycled for reinvestment and expansion
and diversification of business activities.
The five factors that should be taken into consideration while determining the dividend
policy are:
•

Earning

•

Stability of earnings
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•

Stability of Dividend

•

Growth Opportunities

•

Cash Flow position

Q. What is financial planning? What is its importance in an organization?
Ans.

Planning includes attempting to make optimal decisions, projecting the

consequences of these decisions for the firm in the form of a financial plan, and then
comparing future performance against that plan.
It provides a roadmap for guiding, coordinating, and controlling firms actions to achieve
goals.
Two Key aspects of financial planning:1) Cash Planning
2) Profit Planning

Financial Planning Process

•

Long Term or Strategic financial Plan

Lays out a company’s action plan ranging over a period of 2 to 10 years.

•

Short Term or Operating financial Plan

Specify plan that covers financial actions to be taken over a 1to 2 years time period.

Long term or Strategic Plan
•

Proposed outlays for purchase of Fixed Asset

•

Research & Development Activities

•

Making a Product development action

•

Major sources of financing

•

Termination of existing projects products or

line of business
•

Repayment or retirement of debts

•

Any planned acquisition
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Operating Plan
Sales
Forecast

Production
Plan

Long term
Financial plan

Pro Forma
Income
Statement

Cash Budget

Fixed asset
outlay plan

Current period
Balance sheet
Pro Forma
Balance
Sheet

IMPORTANCE OF FINANCIAL PLANNING

1. It facilitates collection of optimum funds.
2. It helps in fixing the appropriate Capital Structure.
3. Helps in investing Finance in Right Projects.
4. It helps in operational activities.
5. Base for financial control.
6. Helps in proper utilization of finance.
7. Helps in avoiding business shocks and surprises.
8. Link between investment and financing decisions.
9. It helps in coordination.
10. It links present with future.
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Q What do you mean by capital structure?

Ans. Capital structure of a company refers to the composition or the make-up of its
capitalization. It refers to the proportion of owners fund and borrowed funds used for
financing operations of business.

SIGNIFICANCE OF CAPITAL STRUCTURE:
-

Reflects the firm’s strategy

-

Indicator of the risk profile of the firm

-

Acts as a tax management tool

-

Helps to brighten the image of the firm.

FACTORS INFLUENCING CAPITAL STRUCTURE:
-

Corporate strategy

-

Nature of the industry

-

Current and past capital structure

PLANNING AND DESIGNING OF CAPITAL STRUCTURE:
-

Attributes of a well planned capital structure

-

Designing a capital structure

-

Design should be functional

-

Design should be flexible

-

Design should be confirming statutory guidelines

DETERMINANTS OF CAPITAL STRUCTURE:
-

Minimization of risk

-

Maximization of profit

-

Nature of the project

-

Control of the firm
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COST OF CAPITAL:

Factors determining cost of capital:
- General economic conditions: fluctuations in interest rates occur as a result
of changes in the demand supply equilibrium of ingestible funds.
- Risk profile of the project: a project considered risky would attract capital at
a higher cost than a project in the same industry having lesser risk.

CHAPTER – 10

FINANCIAL MARKETS

Q. What do you mean by financial markets? What does financial market consists
of?

Ans.

Financial Market is a mechanism that allows people to easily buy and sell

financial securities (such as stocks and bonds), commodities (such as precious metals or
agricultural goods), and other fungible items of value at low transaction cost and at prices
that reflect efficient markets.

Financial markets could mean :1. Organizations that facilitate the trade in financial products. i.e. Stock exchanges
facilitate the trade in stocks, bonds and warrants.

2. The coming together of buyers and sellers to trade financial products. i.e. stocks and
shares are traded between buyers and sellers in a number of ways including: the use of
stock exchanges; directly between buyers and sellers
etc.

Types of Financial Markets:The financial markets can be divided into different subtypes:
•

Capital markets which consist of:

•

Stock market, which provide financing through the issuance of shares or
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common stock, and enable the subsequent trading thereof.
•

Bond market, which provide financing through the issuance of Bonds , and

enable the subsequent trading thereof.
•

Commodity markets, which facilitate the trading of commodities.

•

Money markets, which provide short term debt financing and investment.

•

Derivatives markets, which provide instruments for the management of financial

risk.
•

Futures markets, which provide standardized forward contracts for trading

products at some future date;
•

Insurance markets, which facilitate the redistribution of various risks.

•

Foreign exchange markets, which facilitate the trading of foreign exchange

Q. State the purpose and functions of financial markets.

Ans.

Without financial markets, borrowers would have difficulty finding lenders

themselves. Banks popularly lend money in the form of loans and mortgages.
More complex transactions than a simple bank deposit, require markets where lenders
can meet borrowers , and where existing borrowing or lending
Commitments can be sold on to other parties.
A good example of a financial market is a stock exchange. A company can raise money
by selling shares to investors and its existing shares can be bought or sold.

Functions of Financial Market
•

Financial market facilitates price discovery :-the continuous
Interaction among numerous buyers and sellers who throng

•

Financial market helps in establishing the prices of financial assets.

•

Financial market provide liquidity:- investors can readily sell
their financial assets through the mechanism of financial market.

•

To reduce transaction costs:-The two major cost associated with
transacting are

•

Search cost:- comprises explicit cost (such as the expenses
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incurred on advertising when one want to sell/buy an asset) and
•

implicit cost (such as the effort and time)

•

Information cost:- incurred in evaluating the investment merit of

•

Financial assets.

•

Creation & allocation of credit & equity

•

Mobilization of savings

•

Cater to various credit needs

•

Assist balanced economic growth

Q. Explain money market and its components.

Ans.

Money market is the collective name given to the various firms and institutions

that deal in various grades of near money.
- Crowther
It includes loans for less than a year. Credit instruments are called
near money assets.
•

Informal Money Market--- informal procedure, high rate of interest ,flexible
term , not governed by any authorities.

•

Formal Money Market--- regulated by R.B.I.

CHARACTERISTICS
•

It involves in the arrangement of the short term firms.

•

It deals with the high liquid instruments.

•

It is the tool for the preparation of the monetary policy and fiscal management.

•

It is subjected to the R.B.I. regulations.

•

It tells about the trends in the liquidity and interest rates.

Common Money Market Instruments
•

Bankers' acceptance - A draft or bill of exchange accepted by a bank to

guarantee payment of the bill.
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•

Certificate of deposit - A time deposit with a specific maturity date shown

on a certificate; large-denomination certificates of deposits can be sold
before maturity.
•

Commercial paper - An unsecured promissory note with a fixed maturity

of one to 270 days; usually it is sold at a discount from face value.
•

Repurchase agreements - Short-term loans—normally for less than two

weeks and frequently for one day—arranged by selling securities to an
investor with an agreement to repurchase them at a fixed price on a fixed
date.
•

Treasury bills - Short-term debt obligations of a national government that

are issued to mature in 3 to 12 months
•

Call money market: Loan disbursed by commercial banks 1 day – 7 days.
Bank can recall the loan at its maturity. Usually advanced to bill brokers & stock

exchange brokers.

Significance/Functions of Money market
•

Economic development

•

Profitable Investment

•

Importance for Central Bank

•

Mobilization of funds

•

Self-sufficiency of Commercial

•

Banks

•

Savings & investment

Q. Explain capital markets and its components.

Ans. The market for relatively long term financial instruments such as shares , bonds ,
debentures , mutual funds and etc.
The capital market is the market which enables the savings of households to be available
for the long term financing of the investment and consumer goods expenditure.
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Primary market
Secondary market

Primary Market
The primary market is complex of institutions through which funds can be obtained
directly or indirectly by those who require them, from investors who have savings .
It includes new issue shares to the public. Bonus/capitalization issues and exchange
issues by which shares in one company are exchanged for securities of another are not
included in new issues.

FUNCTIONS OF PRIMARY MARKET
•

Facilitates the transfer of resources from savers to entrepreneurs.

•

Channeling of investible funds into industrial enterprises.

SECONDARY MARKET
The secondary market is the financial market for trading of securities that have already
been issued in an initial private or public offering.

Alternatively, secondary market can refer to the market for any kind of used goods. The
market that exists in a new security just after the new issue, is often referred to as the
Aftermarket. Once a newly issued stock is listed on a stock exchange, investors and
speculators can easily trade on the exchange, as market makers provide bids and offers in
the new stock.

Functions of Secondary Market
•

Nexus between savings and investments.

•

Provide market place

•

Continuous price formation

Q. Explain the functions of stock exchange.
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Ans.

The main functions of stock exchange are as follows:

1. Providing liquidity and marketability to existing securities:
Stock Exchange provides a common platform for seller and buyer to sell and buy
securities.

2. Pricing of securities:
The forces of demand and supply in a stock market determine the price of a share. The
stock exchange provides price for a share that buyer and seller can act open.

3.

Safety of Transaction:

The membership and dealings of a stock exchange are regulated by a well defined
existing legal framework.

4. Contribute to economic growth:
Through the process of disinvestment and reinvestment, the savings are channelized into
the productive investments.

5. Spreading of equity cult:
By providing better trading practices, educating the people about new investment and
regulating new issues, stock exchange ensures wider share ownership.

6. Providing scope for speculation:

Stock Exchange allows certain degree of healthy speculation in order to ensure liquidity
and price increase in the securities.

Q. Explain the regulatory, protective and developmental functions of SEBI.

Ans.

Regulatory functions:
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1. Registration of Brokers and Agents:
It registers brokers, sub-brokers, transfer agents, merchant banks etc.

2. Notification of rules and regulation:
It notifies rules and regulations for the smooth functioning of all intermediaries in the
security market.

3. Levying of fees:
It levies fees penalties and other changes for contravening its directions and orders.

4. Regulator Investment Schemes:
It registers and regulates collective investment schemes and mutual funds.

Protective functions:

1. Prevents insider trading:
It does so by prohibiting insiders such as directors, promoters etc to make profit through
trading of securities using confidential price sensitive information.

2. Prohibits fraudulent and unfair Trade Practices:
It prohibits fraudulent and unfair trade practices in the security market.

3. Promotes fair practices:
It promotes fair practices and code of conduct in the securities market.

4. Educates Investors:
It educates the investors through campaigns.

CHAPTER – 11

MARKETING

Q. What is Marketing? What are the core concepts of marketing?
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Ans.
•

Marketing is a societal process by which individuals & groups obtain what they
need & want through creating, offering & freely exchanging products & services
of value with others. –Philip Kotler

•

Marketing is an organizational function & a set of processes for creating,
communicating & delivering value to customers & for managing

customer

relationships in ways that benefit the organization & its stakeholders.-American
Marketing Association (AMA)
•

According to Peter Drucker marketing is There is one can assume, be need for
some selling. But the aim of marketing is to make selling superfluous. The aim of
marketing is to know & understand the customer so well that the products &
services fits him & sells itself. Ideally, marketing should result in a customer who
is ready to buy . All that should be needed then is to make the product or service
available.

Core Marketing Concepts
Needs
•

It is a fundamental concept underlying all marketing activities.

•

What are customer needs& wants?

•

A need is a basic requirement that an individual wishes to satisfy.

•

People have basic needs for food, water, shelter, affection, self – development.
Many of these needs are created human biology & the nature of social
relationships. Customer needs are very broad.

Wants
•

Customer wants are narrow.

•

A want is a desire for a specific product or service to satisfy underlying need.

•

Customers need to eat when they are hungry.

•

What they want to eat & in what kind of environment will vary enormously.

•

Consumer wants are shaped up by social & cultural forces, the media &
marketing activities of business.

•

This leads to another important concept – customer demand.
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Demands
•

Customer demand is a want for specific product supported by ability, &
willingness to pay for it.

•

Business therefore have not only to make products that consumer wants, but they
also have to make them affordable to a sufficient number to create profitable
demand.

•

Businesses do not create customer needs or social status in which customer needs
are influenced. But business does try to influence demand by developing products
& services are

•

Attractive ,Work well, Are affordable, Are available,

•

Business also tries to communicate the relevant feature of their products through
advertising at other marketing promotions.

Example
•

Need : transportation – the MBA student has to reach college in time. Buses are
not dependable.

•

Want : the students wants a motorcycle, which looks grand , has many latest
features & is dependable,

•

Demand : purchasing power is provided by the student’s parents , who has the
willingness to buy the bike , which their ward wants.

Marketing Offers
•

Marketing offers are combinations of products, services,information, or
experiences offered to a market to satisfy a need or want. It is also called as a
value proposition , which is a set of benefits that marketing people promise to the
consumers to satisfy their needs.

•

The largest share of marketing offers consists of physical products which includes
non-durable goods & consumer durables.

•

Marketing offers are not limited to physical products only but are also extended to
services, activities or benefits offered for sale that are essentially intangible & do
not result in the ownership of anything, example – banking, airline, hotel, travel &
tourism, consultancy.
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•

Marketing offers also includes other entities, such as persons, places,
organizations, information & ideas.

Customer Value
•

Customers have wide choice of products & services & they decide their choices
based on their perceptions of the value & satisfaction that different products &
services deliver , or offer. Customer value is a difference between the value the
customer gains from buying & using a product & the cost of buying the product.

•

This forms the expectations about the value of different marketing offers & buy
accordingly.

•

This involves the customer’s mental process of judging the value of the product &
is called customer perceived value.

•

The main task of marketing to create & deliver value. Marketing offers are value
propositions promising benefits & value.

Customer Satisfaction
•

Customer Satisfaction depends on how well the product ‘s performance lives up
to the customer’s expectations. It is a key influence on the future buying
behaviour of the people.

•

Customer value & customer satisfaction are the key building blocks for
developing & managing customer relationships.

Exchanges
•

It is a act of obtaining an object which one needs from another by offering some
other thing in return.

•

In the exchange process, two or more individuals are involved , each side
possessing something that is considered to be of value to the other.

•

Marketing occurs when individuals decide to satisfy needs &wants through
exchange.

Transactions
•

When two identities reach an agreement on terms of exchange it becomes
transaction.

•

A transaction will consist of an exchange of values between the two or more
parties involved & ownership also changes hands between the seller & the buyer.
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Relationships
•

He marketer wants the customer to be fully satisfied with the transaction so that a
long term relationship can be built up in the form of customer loyalty.

•

Marketing consist of actions taken to built & maintain desirable exchange
relationships with target audiences involving a product, service, idea, or other
object.

•

Beyond simply attracting new customers & creating transactions , the goal of
marketing is to retain customers & grow their business with the company.

Market
•

Market is a set of actual & potential buyers of a product.

•

A market is a place where buyers & sellers meet to buy or sell products .

•

Market refers to the different groups of consumers for a product or services.

•

The size of market will depend on the number of people who exhibit the need ,
have the buying power, are willing to exchange their resources for what they
want.

•

Market can be defined as

a

set of consumers, potential consumers, past

consumers, sellers, resellers & intermediateries who are either involved in the
process of exchange or are in the process of getting involved in an exchange
process.

Q. Explain the various Marketing Concepts?
Ans.
Marketing Orientations or Concepts
•

The marketing function or activities are conducted by various companies based on
alternative concepts or orientations , which are

•

The Production Concept,

•

The Product Concept,

•

The Selling Concept,

•

The Marketing Concept,

•

The Customer Concept,

•

The Societal Marketing concept
For more detail :- http://www.gurukpo.com

PDF Created with deskPDF PDF Writer - Trial :: http://www.docudesk.com

Production Concept
•

Customer will prefer products that are widely available& inexpensive.

•

Managers of production oriented business concentrates on achieving high level of
production efficiency, low costs mass distribution.

•

When the demand for a product exceeds the supply , manufacturer have to
increase production.

•

When the cost of product is too high the management has to bring it down to
affordable levels.

Product Concept
•

Consumers will favour those products

that offer most quality performance,

innovative features.
•

Managers in these organizations focus on making superior products & improving
them over time.

•

Continuous improvements in product quality are essential for companies that
follows this concept.

Marketing Concept
•

Customer –centered, sense & response philosophy.

•

The job is to find products for customers,

•

The key is to achieve organizational goals consist of the company being more
effective than competitors in creating , delivering & communication superior
customer value to its chosen target market.

•

Focus on customer & value is considered the path to successful sales & company
profits in this concept.

•

The customer considered THE KING , & the company produces & markets what
the customer wants.

Customer Concept
•

Many companies are today moving beyond the marketing concepts to the
customer concept. These companies shape separate offers, services, &messages to
individual customers, based on their individual performances.

•

One-to-one marketing has become possible through advances in factory
customization ,computers, the Internet &database marketing software.
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Example – Dell Computers
Societal Marketing concept
•

Organization’s task is to determine the needs, wants & interest of target m
markets & to deliver the desired satisfaction more effectively & efficiently than
competitors in a way that preserves or enhances the consumer’s & the society’s
well being.

Q. Differentiate between marketing & selling concept.

Ans. Difference between Sales and Marketing
•

Marketing is everything that you do to reach and persuade prospects.

•

The sales process is everything that you do to close the sale and get a signed
agreement or contract.

•

Both are necessities to the success of a business.

•

Marketing and sales functions are diverse yet very interdependent.

•

Typically “sales” cannot exceed revenue objectives without an effective
marketing planning and support, and “marketing” directives ultimately becomes
useless without sales to implement the plan.

•

For small businesses, with limited resources, often there

is no practical

difference in marketing and sales functions, all revenue generating activities are
typically implemented by the same personnel.
•

To a “pure” marketer, the marketing role in a company is not just a business
function, but a business philosophy.

•

An effective marketer truly believes “dominating” their target market is
“owning” their market.

Q. List down the responsibilities of Marketing Manager.

Ans.

•

Marketing Manager would be responsible for the following tasks:

New Product Rollouts:
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Strategy development, program incentives, timing and media coverage
•

Agency Evaluation:
Selection and evaluation of outside marketing contractors

•

Customer Database Management:
Software selection, training, maintenance of customer contact Information

•

Market Research:
Market definition, prioritization, project management, data gathering

•

Pricing Analysis:
Pricing as a marketing tool. Initiate and analyze competitor’s pricing practices

•

Product Audits:
Establishment of a formal means to evaluate competitive offerings

•

Public Relations:
Establishment,

guidance

and

coordination

of

all

areas

of

public

relations coverage
•

Trade Shows:
Definition, participation, prioritization and audit for effectiveness of all trade

shows
•

Product Promotions:
Strategy formulation, program composition, premium definition, all media

•

Public Relations:
Establishment, guidance and coordination of all areas of public relations

•

Trade Shows:
Definition, participation, prioritization and audit for effectiveness of all trade

shows
•

Product Promotions:
Strategy formulation, program composition, premium definition,

all media

coverage
•

Marketing Communications:
All printed / electronic communication: brochures, catalogs,

price lists, case

histories
•

Media Selection:
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Assist in selection and prioritization of all media options:

print, broadcast,

multimedia
•

Internal Communications:
Establish and maintain all inter-company corporate communication means

•

International Marketing:
Establish company presence in targeted international markets, audit for

effectiveness
•

Strategic Planning:
Offer strategic information and alternative insights to corporate management

strategies
•

Board Meeting Participation:
Communicate and reinforce the company marketing priorities, strategies and

tactics
•

Corporate Vision Statement:
Proliferate and reinforce the corporate vision throughout the organization

•

Corporate Identity and Image:
Create, maintain, improve and “manage” all corporate images and symbols

Q. Explain the different functions of marketing.

Ans. The different functions of marketing are as follows:

1. Gathering and Analyzing Market Information:

The information relating to the needs of the customer is collected and analyzed so that
products can be made and marketed effectively to fulfill those needs.

2. Branding:
The process of assigning a unique name, sign or a symbol to a product is known as
branding. Branding helps in developing loyalty of customers for that particular product.
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3. Marketing Planning:

The function of a marketer is to make suitable plans to achieve the target of the
organization.

4. Packaging and Labelling:

Packaging includes all the steps taken to decide regarding safety and presentability of the
product. Labelling refers to the design of the label of the product.

5. Product designing and development:

Product designing means making plans to design and develop product in such a manner
so that the customer gets attracted towards it.

6. Standardization and Grading:

Setting standards refers to fixing norms for production of goods of same size, quality or
colour whereas grading refers to the process of dividing the products into different
classes on the basis of quality, size etc.

7. Customer support services:

Customer satisfaction can be obtained through efficient after sale services.

8. Pricing of products:

Prices are generally fixed by manufacturers carefully after looking into various factors
such as objective of the enterprise, policies of organization etc.

9. Promotion:
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It includes all the steps taken by a marketer to enhance the sale of his product in the
market.

10. Physical Distribution:

All activities related to making products available to the customers are part of what is
called physical distribution.

11. Transportation:

In order to keep a product safe during transportation, storage or to identify it easily,
additional packaging is done.

12. Storage or Warehousing:

Warehousing is a means of storing or preserving the goods safely. It creates time utility
as finished goods are stored here and dispatched as and when they are required for
consumption.

Q. What is marketing mix? Explain the elements of marketing mix.

Ans. It’s a set of tactical marketing tools- product, price, place and promotion.

CONSUMER PROTECTION

Q. What do you mean by consumer protection? When was it enacted? State its
objectives.
Ans. Consumer protection
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•

The Consumer Protection Act was enacted in 1986. Amendments were made in
2002. The Act applies to the whole of India except the State of Jammu and
Kashmir.

•

An Act to provide for the better protection of the interest of the consumers.
Establishment of Consumer Councils and other authorities for the settlement of
consumers’ disputes.

OBJECTIVES OF CONSUMER PROTECTION

► Right of protection to life and property
► Right to be informed
► Right to choose
► Right to be heard
► Right to redress
► Right to education

Q. Explain the three tier machinery to deal with consumer grievances and disputes.

Ans.
Consumer Disputes Redressal Forums

The aims and objectives of the Act are achieved by the constitution and creation of

 District Forum
 State Commission and
 National Consumer Disputes Redressal Commission.
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District Forum

 Each District Forum shall consist of a person who is or has been or is qualified to
be a District Judge who shall be its President two other members, one of whom
shall be a woman possessing a bachelor’s degree from a recognized university, be
a person of ability, integrity and standing and have adequate knowledge and
experience

 Every member of the District Forum shall hold office for a term of 5 years or up
to the age of 65 years which ever is earlier.

 Subject to the other provisions of the Act a District forum shall have jurisdiction
to entertain complaints where the value of the goods or services and the
compensation, if any, claimed does not exceed Rs.20 Lakhs.

State Commission

Each State Commission shall have jurisdiction to entertain complaints where the value of
the goods or services and compensation, if any, claimed exceeds Rs. 20 Lakhs but does
not exceed Rs.1 Crore and appeals against the orders of any District Forum within the
State.

National Commission
•

The ‘ National Commission’ shall consist of a person who is or has been a Judge
of the Supreme Court, shall be its President. Not less than 4 and not more than
such number of members as may be prescribed and one of whom shall be a
woman with similar qualifications as required in the case of appointment as a
member to a District Forum or a State Commission.
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•

Every member of the National commission shall hold office for a term of 5 years
or up to the age of 70 years which ever is earlier.

•

The National Commission shall have jurisdiction to entertain complaints where
the value of the goods or services and compensation, if any, the claim exceeds Rs.
1 Crore and appeals against the orders of any State Commission.

Q. Explain the various legislations passed by the Government of India which help in
protection of consumer’s interests.

Ans.
1. CONSUMER PROTECTION LAWS

a) Sale of Goods Act 1979:
The main provisions are:
•
Goods must suit the purpose for which they are sold.
•
Goods sold by description must fit the description.
•
Goods sold by sample must correspond with the sample.
•
Goods must be of merchantable quality.
In the event of any of these conditions not being fulfilled, buyers are normally entitled to
choose whether the retailer refunds the money, replaces the goods or repairs them.
b) Trade Description Act 1968:
This Act lays down penalties for traders who deceive the public by making false claims
for their goods and inaccurate price comparisons. It is an offense to claim that an article
is worth £10 and is sold for £7, when actually it is worth less than £10. Likewise a seller
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should not claim that his articles are unbreakable or waterproof unless they actually are.
This Act is enforced by trading standards officers.
c) Fair Trading Act 1973:
This Act is controlled by a Director General who is assisted by the Consumer
Protection Advisory Committee. There are some recommendations:
•

Retailers are not allowed to quote manufacturers’ recommended prices.

•

Shopkeepers are forbidden to have notices such as, “No Cash Refunded” as it will
mislead a consumer as to his rights.

•

Traders who are selling goods must not pretend to sell them as private citizens.

•

The Act sets codes of practice for traders to follow so that customers are satisfied.

•

d) Consumer Protection Act 1987:
Sometimes consumers are endangered by goods they buy. This Act imposes a duty on
manufacturers to supply safe products. Failure to do so may render a firm to pay
unlimited compensation. For example, a gas burner must have a guard, which prevents
clothing from touching the flame.
e) Food and Drugs Act 1955:
This Act controls the contents of food products and their labeling. It is enforced by the
local environmental health department. It is also concerned with the ingredients in food
items. For example:
•
Jam must contain a minimum proportion of the named fruit.
•
Meat pies must contain 25% of meat.
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•
At least 50% by weight of sausages must be meat.

Q. Describe briefly the powers of District Forum as a redressal forum in the
Consumer Protection Act.

Ans.
•

A District Forum shall have the following powers:

to remove the defect pointed out by the appropriate laboratory from the goods in
question

•

to replace the goods with new goods of similar description which shall be free
from any defect

•

to return to the complainant the price, or as the case may be, the charges paid by
the complainant

•

to pay such amount as may be awarded by it as compensation to the consumer for
any loss or injury suffered by the consumer due to the negligence of the opposite
party

CHAPTER – 13 ENTREPRENEURSHIP DEVELOPMENT
Q. Who is an Entrepreneur? What is Entrepreneurship?
Ans.
Entrepreneur
•

Is a person who works for himself and who accepts financial risks.

•

Who is willing to take upon herself or himself a new venture or enterprise and
accepts full responsibility for the outcome.
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Entrepreneurship
•

Creating something new

•

New product, new method of production, new markets, new source of raw
material

•

Challenges the established norms

Entrepreneurship is about taking risk. The behaviour of the entrepreneur reflects a kind of
person willing to put his or her career and financial security on the line and take risks in
the name of an idea, spending much time as well as capital on an uncertain venture.
Knight classified three types of uncertainty.


Risk, which is measurable statistically (such as the probability of drawing a red
colour ball from a jar containing 5 red balls and 5 white balls).



Ambiguity, which is hard to measure statistically (such as the probability of drawing
a red ball from a jar containing 5 red balls but with an unknown number of white
balls).



True Uncertainty or Knightian Uncertainty, which is impossible to estimate or predict
statistically (such as the probability of drawing a red ball from a jar whose number of
red balls is unknown as well as the number of other coloured balls).

The acts of entrepreneurship is often associated with true uncertainty, particularly when it
involves bringing something really novel to the world, whose market never exists.

Q. What are the characteristics of an Entrepreneur?
Ans.

Characteristics of entrepreneurs:

Conceptual thinking:
•

Uses fresh approaches.
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•

Comes up with crazy new ideas leading to new or radical change.

•

Listens to new ideas without pre-judgement

Networking:
•

Understands networking is a key business activity.

•

Networks provide access to information, expertise, collaboration and sales.

•

Careful planning and preparation leads to desired results.

Risk taking:
•

Tries new things (stretching beyond what has been done in the past).

•

Learns how to assess choices responsibly.

•

Weighs outcomes against values and responsibilities.

Commercial attitude:
•

Keeps up to date with latest developments.

•

Seeks out best practice.

•

Identifies and seizes opportunities not obvious to others.

Decisiveness:
•

Resolves issues as they arise.

•

Does not get bogged down with analysis.

•

Responds flexibly to changing circumstances.

Q. What is the process of setting of a new enterprise?
Ans.
Plan your business.:- Some of the most successful and happy people we know
are entrepreneurs who created a business that’s in perfect synchronicity with what they
want out of life. If you do what you love, you’ll work harder, better and more happily.
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Choosing the business model: business can be start a business part-time or full-time, at
home, online or in a brick-and-mortar commercial location!
The key is to choose a business model that fits your Life Plan. This will ensure that you
spend the right number of hours each week, take the right level of risk (some models
involve more risk than others), are practical in terms of your financial wherewithal, and
gain the kind of satisfaction and success you're after.
Choose the business structure: there’s no universally “right” structure for all
businesses.Choosing

the

best

one depends

on

the

specific

needs

you

and your business have. Before setting up your company, it’s important to understand all
the options available to you—in particular, you’ll want to evaluate the advantages and
disadvantages of each business formation, paying special attention to the tax implications
and government formalities.
Create key business assets: Your company assets are only as good as your ability to
protect them. This is especially true where intellectual property is concerned. Whether
it’s your company name, logo, latest invention or best-selling product, it’s imperative that
you take certain steps to secure your ownership rights.
Find the funding: This is a critical step. You’ve got to find funding for your business
but ensure that it’s the right kind of funding.
Organize logistics: Logistics are not the most exciting aspect of starting up a business,
but having your logistics in order can mean the difference between success and failure.
Having your books in order, your contracts buttoned up, your money safely managed and
your

downside

covered

are

each

critical

to

your

personal

and

business

future. Accountants, lawyers, bankers, insurance agents—the big four—are some of the
people that can help you get organized and put you on a path to starting up smart. These
service providers will be instrumental as you grow, too.
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Find great people: In a small business, the impact of a single team member can be
enormous. Every person you add to your team must be a star.
focus on four action items in this step:
1. Understanding the Power of People
2. Find the stars to bring onto your team
3. Keep your stars
4. Importance of a mentor
Establish a brand: One of the most important assets you can develop for
your business is a powerful brand. Brands are not just logos or tag lines. Brands are the
culmination of who you are, how you’re different from your competition, and why a
buyer should do business with you.
Whether you’re an established company or small start-up, a brand has tremendous
impact. A brand instills confidence, creates loyalty, and many times can command a
premium price. But most of all a great brand reduces a buyer’s perception of risk and
makes the purchase choice easy.
Market and sell: This last step in our start-up process is all about getting the word out
about your business so customers come through your door (or perhaps to your
homepage).
First and foremost, you’ll need to study up on your target audience to develop
a marketing message that will resonate with them.
Once you’ve got a grasp of how to best express the “special sauce” of what you offer,
make sure you maintain that message consistently throughout your marketing efforts. It
should be reinforced repeatedly to build on your brand identity and to give people a clear
reason to be interested in your business.
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